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NATIONAL SOCIAL SECURITY FUND
REPORT OF THE DIRECTORS

FOR THE YEAR ENDED 30 JUNE 2015

The directors submit their report together with the audited financial statements for the year ended 30
June 2015 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. Principal activity
The principal activity of the Fund is to collect contributions from members and invest in a
professional manner to earn a good return to meet the benefit obligations to its members. 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.
2 Results from operations
The results of the Fund for the year ended 30 June 2015 are set out on page 7.
3. Interest to members

Interest is computed based on the opening balances of the members’ funds less benefit paid
during the year. The rate paid during the year ended 30 June 2015 was 13% (2014: 11.5%).

4. Reserves and accumulated members’ funds
The reserves of the Fund and the accumulated members” funds are set out on page 9.

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

6. Directors
The directors who held office during and after the yearend are set out on page 1.

7. Auditors
In accordance with Section 32 (2) of the NSSF Act (Cap 222) Laws of Uganda, the financial
statements shall be audited once every year by the Auditor General or an auditor appointed by
him to act on his behalf. For the year ended 30 June 2015, M/s KPMG Certified Public
Accountants were appointed to act on behalf of the Auditor General.

8. Approval of the financial statements

The financial statements were approved at the meeting of the directors held
on. 2Q..Getrken201s.

ejuli Wabwire
decretary
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NATIONAL SOCIAL SECURITY FUND
STATEMENT OF DIRECTORS’ RESPONSIBILITIES
FOR THE YEAR ENDED 30 JUNE 2015

The Fund’s directors are responsible for the preparation and fair presentation of the financial statements,
comprising the Statement of Net Assets Available for Benefits at 30 June 2015, the Statement of
Changes in Net Assets Available for Benefits, the Statement of Changes in Members’ Funds and
Reserves and statement of Cash Flows for the year then ended, and the notes to the financial statements,
which include a summary of significant accounting policies and other explanatory notes, in accordance
with International Financial Reporting Standards and for such internal controls as the directors
determine are necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.

The directors’ responsibilities include: designing, implementing and maintaining internal controls
relevant to the preparation and fair presentation of these financial statements that are free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances. They are also responsible
for safe guarding the assets of the Fund.

The directors are required to prepare financial statements for each year that give a true and fair view of
the state of affairs of the Fund as at the end of the financial year and of the operating results of the Fund
for that year. It also requires the directors to ensure the Fund keeps proper accounting records that
disclose with reasonable accuracy the financial position of the Fund.

The directors accept responsibility for the financial statements set out on pages 7 to 73 which have been
prepared using appropriate accounting policies supported by reasonable and prudent judgment and
estimates, in conformity with International Financial Reporting Standards. The directors are of the
opinion that the financial statements give a true and fair view of the state of the financial affairs and the
surplus and cash flow for the year ended 30 June 2015. The directors further accept responsibility for
the maintenance of accounting records that may be relied upon in the preparation of financial
statements, as well as adequate systems of internal financial control.

The directors have made an assessment of the Fund’s ability to continue as a going concern and have
no reason to believe the Fund will not be a going concern for the next twelve months from the date of
this statement.

The auditor is responsible for reporting on whether the annual financial statements are fairly presented
in accordance with the International Financial Reporting Standards.

Approval of the financial statements

The financial statements, as indicated above, were approved by the board of directors on

20 Octeber 2015 and were signed on its behalf by:
J
Y

"

Mr. Patrick Byabakama Kaberenge
Chairman

Mr: Richard Byarugaba
i tor
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REPORT OF THE INDEPENDENT AUDITORS TO THE AUDITOR GENERAL FOR THE
YEAR ENDED 30 JUNE 2015

Under the terms of section 32(2) of the National Social Security Fund (NSSF) Act (CAP 222), the
Auditor General is required to audit the financial statements of the Fund. In accordance with the
provisions of the same section, the Auditor General appointed M/s KPMG Certified Public Accountants
to audit the financial statements on his behalf and report to him to enable him report to Parliament in
accordance with Article 163 (4) of The Constitution of the Republic of Uganda.

Report on the Financial Statements

We have audited the financial statements of National Social Security Fund (“the Fund™), which
comprise the Statement of Net Assets available for Benefits as at 30 June 2015, the Statements of
Changes in Net Assets Available for Benefits, Changes in Members’ Funds and Reserves, and Cash
Flows for the year then ended, and notes, comprising a summary of significant accounting policies and
other explanatory information, as set out on pages 7 to 73.

Directors’ responsibility for the financial statements

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

Auditors’ responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with International Standards on Auditing. Those standards require
that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance
about 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 our judgment, including the assessment of
the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, we consider internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. An audit also includes evaluating the appropriateness of accounting policies used and
the reasonableness of accounting estimates made by the directors, as well as evaluating the overall
presentation of the financial statements.

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

Opinion

In our opinion, the financial statements give a true and fair view of the financial position of National
Social Security Fund as at 30 June 2015, and of its financial performance and its cash flows for the year
then ended in accordance with International Financial Reporting Standards.




REPORT OF THE INDEPENDENT AUDITORS TO THE AUDITOR GENERAL FOR THE
YEAR ENDED 30 JUNE 2015 (Continued)

Emphasis of Matter

We draw attention to Note 35(b) to the financial statements, which indicates that the Fund is challenging
the basis on which the Uganda Revenue Authority (URA) disallowed certain expenses in calculating
the Fund’s tax assessment during the year ended 30 June 2013. The note also indicates the directors
have not recognised any provision for the liability of Ushs 84.4 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. Guidance provided by URA in 2001 allowed for the deduction
of these expenses. The note gives details of the case and explains the directors have disclosed a
contingent liability as the ultimate outcome of the case cannot presently be determined. Our opinion is
not qualified in respect of this matter.

/

KPMG

Certified Public Accountants
P O Box 3509

Kampala, Uganda
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NATIONAL SOCIAL SECURITY FUND

STATEMENT OF CHANGES IN NET ASSETS AVAILABLE FOR BENEFITS

FOR THE YEAR ENDED 30 JUNE 2015

DEALINGS WITH MEMBERS

Contributions received during the year
Benefits paid

Net dealings with members

COMPREHENSIVE INCOME

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 of property and equipment

Total expenditure

Share of results from Associates
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 profit or

loss in subsequent years:

Items not to be reclassified to profit or loss in subsequent

years:

Total comprehensive income for the year, net of tax

Net increase in scheme funds during the year

Note

31
31

(=)

18

10
25
26

21

31
11

12(a)

2015 2014
Ushs'000 Ushs'000
688,095,082 622,353,746
(186.609.416) (165,926.552)
501,485,666 456,427,194
539,197,465 469,728,521
10,265,101 11,701,610
33,693,725 _12.898.276
583,156,291 494,328.407
169,776,564 42,027,939
48.438.003 60,319.956
218,214,567 102,347,895
(52,074,535) (45,873,657)
(13,150,183) (17,858,210)
(1,724,404) (1,686,790)
(1,859.644) (1,216,408)
(68,808,766) (66,635,065)
5,654,082 672,716
738,216,174 530,713,953

(521,769.156)

(365.842.850)

216,447,018 164,871,103
(90.433.851) (78.297.276)
126,013,167 86,573,827
126,013,167 86,573,827
627,498,833 543,001,021

The accounting policies and notes on pages i [ to 73 form an integral part of these financial statements.
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NATIONAL SOCIAL SECURITY FUND

STATEMENT OF NET ASSETS AVAILABLE FOR BENEFITS

AS AT 30 JUNE 2015
2015 2014

Note Ushs'000 Ushs'000
ASSETS
Cash and bank balances 13 14,064,337 14,634,466
Deposits with commercial banks 14 251,067,909 682,070,805
Equity securities held-for-trading 15 90,134,171 73,318,553
Trade and other receivables 16 26,923,918 22,467,276
Tax deposit receivable 12 (c) 25,323,522 -
Investments in securities held-to-maturity 17 3.859,400,332  2,792,735,207
Equity investments at fair value through profit or loss 18 734,270,133 251,274,475
Loans and advances 19 34,464,037 39,325,612
Inventories (Office supplies) 20 853 2,910
Investments in associates 21 74,892,790 71,495,208
Other investments 22 - -
Capital work-in-progress 23 308,911,107 250,241,953
Investment properties 24 135,873,682 193,710,608
Intangible assets 25 5,857,796 7,312,122
Property and equipment 26 8,422,563 4,356,884
Finance lease 27 256,289 -
Total Assets 5,569,863.439  4.402.,946,079
LIABILITIES
Withholding tax payable 28 1,208,340 971,228
Other payables 29 27,011,883 24,858,304
Provisions for litigation 30 11.852.903 9.420.196
Total Liabilities 40,073,126 35,249,728
NET ASSETS 5529790313 4,367,696,351
MEMBERS’ FUNDS AND RESERVES
Accumulated members’ funds 31 5,166,761,915 4,147,285,690
Reserve account 32 71,316,122 50,149,442
Accumulated surplus 291.712.276 170,261,219
TOTAL MEMBERS’ FUNDS AND RESERVES 5,529,790,313  4,367,696,351

These financial statements were approved for issue by the Board of Directors on 20 Odob 2015

and signed on its behalf by: )

o/\’%/

Mr. Patrick Byabakama Kaberenge
Chairman:

@

Mr. Richard Byarugaba
Managing Director:

et

Mr. Ric

Corporation Secretary:

li Wabwire

fisd

The accounting policies and notes on pages 11 to 73 form an integral part of these financial statements.
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NATIONAL SOCIAL SECURITY FUND
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 JUNE 2015

Net cash used in operating activities

Investing activities

Purchase of software

Purchase of property and equipment

Proceeds from sale of fixed assets

Purchase of investment properties

Proceeds from disposal of Investment properties
Purchase of capital work-in-progress

Purchase of equity investments at fair value through profit or
loss

Purchase of equity investments held for trading
Proceeds from disposal of equity investments held for trading

Purchase of held to maturity investments
Maturities of held to maturity investments
Purchase of deposits with commercial banks
Maturities of deposits with commercial banks
Maturities of loans and advances

Interest received from held to maturity investments
Interest received from commercial bank deposits
Dividends received

Net cash flows used in investing activities
Financing activities

Benefits paid out to members
Contributions received from members

Interest recovered on arrears
Special contributions

Net cash flows from financing activities

Decrease in cash and cash equivalents
Cash and cash equivalents at 1 July

Cash and cash equivalents at 30 June

2015 2014

Note Ushs '000 Ushs '000
33 (38,015,463) (107,244,040)
25 (270,079) (518,982)
26 (4,827,044) (1,294,263)
224,946 349,600

24 (3,810,383) (11,607,952)
2,505,000 -

23 (2,584,704) (7,630,628)
(380,034,368) (38,683,163)
(920,750) (25,512,569)

164,458 385,530
(1,318,746,814)  (1,198,171,798)
358,933,563 425,858,902
(908,058,993)  (1,048,961,370)
1,319,057,666 1,089,488,400
9,621,361 9,542,376

362,772,044 326,756,009
92,320,147 119,084,912

979.478 2,320,710

(472,674,472) (358,594,286)

31 (186,609,416) (165,926,552)
31 688,095,082 622,353,746
31 - 2,439,419
32 8.634.140 6.229.,507
510,119,806 465,096,120

(570,129) (742,206)

14,634,466 15.376.672

13 14,064,337 14,634,466

The accounting policies and notes on pages 11 to 73 form an integral part of these financial statements.

10
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NATIONAL SOCIAL SECURITY FUND
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 JUNE 2015

FUND INFORMATION

National Social Security Fund (the “Fund”) is a corporate body domiciled in Uganda. The Fund is
primarily involved in collection of contributions and investment of the contributions in a
professional manner to earn a good return to meet the benefit obligations to its members as stipulated
under the National Social Security Fund (NSSF) Act (Cap 222).

The Fund is a defined contribution scheme which covers all employees in the private sector, with a
total contribution of 15% of the employees’ gross salary (employer contribution 10%, employee
contribution 5%).

During the year to 30 June 2015, 15,589 beneficiaries were paid (2014: 12,898).
According to the NSSF Act (Cap. 19), the benefits paid out of the Fund are:

* Age Benefit - payable to a member who has reached the retirement age of 55 years;
Withdrawal Benefit - payable to a member who has attained the age of 50 years, and is out of
regular employment for one year;

* Invalidity benefit - payable to a member who because of illness or any occurrence develops
incapacity to engage in gainful employment;

¢ Survivors Benefit — Payable to the dependant survivor(s) in the unfortunate event of member’s
death; and

* Emigration Grant — Payable to a member (Ugandan or Expatriate) who is leaving the country for
good. Such a member must have been contributing for a minimum of four financial years; else
will have to forfeit the 10% employer contribution.

Government is currently implementing policy reforms whose objective is a liberalised and regulated

retirement benefits sector. These reforms have entailed the enactment of the Retirement Benefits
Regulatory Authority Act 2011, which came into force in September 2011. The new law established
a Retirement Benefits Regulatory Authority [RBRA] whose function is to regulate all retirement
schemes including NSSF. Like all other schemes, the Fund has an operating license, which has since
been renewed until June 2016.

Government also tabled the Retirement Benefits Sector Liberalisation Bill 2011 before Parliament.
The objective of the bill is, among others, to repeal the National Social Security Fund Act. There is
ongoing debate in parliament including provisions to amend (not repeal) the NSSF Act, and to permit
NSSF continue as a national scheme receiving a substantial portion of the mandatory contribution.

The Fund is also listed in Class 1 of the Public Enterprises Reform and Divestiture Act as an entity
in which the Government of Uganda (GoU) shall retain 100% control and/or ownership.
Consequently, management’s expectation is that government will do all it can to ensure that the
Fund continues to exist in the new liberalised and regulated framework.

The Board of Directors assessed the implications of the above developments and determined that
they do not have an effect on the Fund’s going concern in the foreseeable future.

11
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NATIONAL SOCIAL SECURITY FUND
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2015

2.

BASIS OF PREPARATION

The financial statements of the Fund have been prepared in accordance with International Financial
Reporting Standards (IFRS), as issued by the International Accounting Standards Board (IASB) to
meet the requirements of the National Social Security Fund Act (Cap 222) of Uganda.

The financial statements have been prepared on a historical cost basis except for some financial
assets (equity investments held-for-trading or designated at fair value through profit or loss), and
investment properties that have been measured at fair value. The financial statements are presented
in Uganda Shillings (Ushs), which is the Fund’s functional currency and all values are rounded off
to the nearest thousand (Ushs 000), except where otherwise indicated.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies set out below have been applied consistently to all periods
presented in the financial statements.

(a) Investment in Associates

The Fund’s investments in its associates are accounted for using the equity method. An
associate is an entity in which the Fund has significant influence but not control over the
financial and operating policies. Significant influence is presumed to exist when the Fund holds
20 to 50 percent of the voting power of another entity and when the Fund is represented on the
Board of the Investee Company for holdings below 20 percent. Under the equity method, the
investment in the associates is carried in the statement of financial position at cost plus post
acquisition changes in the Fund’s share of net assets of the associate.

The statement of comprehensive income reflects the share of the results of operations of the
associate. The share of the results of an associate is shown on the face of the statement of
comprehensive income. These are the results attributable to equity holders of the associate and
therefore the results after tax and non-controlling interests in the subsidiaries of the associate.
Where necessary, adjustments are made to bring the accounting policies of the associates in line
with those of the Fund.

(b) Foreign currencies

Transactions in foreign currencies during the year are translated info Uganda Shillings at the
exchange rate ruling at the date of the transaction. Monetary assets and liabilities denominated
in foreign currencies at the reporting date are translated into Uganda Shillings at the exchange
rate ruling at that date. Non-monetary assets and liabilities denominated in foreign currencies
that are measured at fair value are translated to Uganda Shillings at the date when the fair value
was determined. Foreign currency gains and losses arising from translation are recognised in
the statement of comprehensive income.

(¢) Revenue recognition

Revenue is recognised to the extent that it is probable that the economic benefits will flow to
the Fund and the revenue can be reliably measured, regardless of when the payment is being
made. Revenue is measured at the fair value of the consideration received or receivable, taking
into account contractually defined terms of payment. The following specific recognition criteria
must also be met before revenue is recognised:

12
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NATIONAL SOCIAL SECURITY FUND
NOTES TO THE FINANCIAL STATEMENTS (CONTINUED)
FOR THE YEAR ENDED 30 JUNE 2015

3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

(@

(i) Interest income

For all financial instruments measured at amortised cost, interest income or expense is
recorded using the effective interest rate (EIR), which is the rate that exactly discounts the
estimated future cash payments or receipts through the expected life of the financial
instrument or a shorter period, where appropriate, to the net carrying amount of the
financial asset or liability.

(ii) Dividends

Dividend income is recognised when the right to receive dividends is established.

(iii) Rental income

Rental income from investment properties is recognized in the statement of comprehensive on
the straight line basis over the term of the lease.

(iv) Other income

Other income comprises gains less losses related to trading assets and liabilities, and includes
gains from disposal of Fund assets and all realised and unrealised foreign exchange differences.

Financial instruments — initial recognition and subsequent measurement

i)  Financial assets
Initial recognition and measurement

Financial assets within the scope of IAS 39 are classified as financial assets at fair value through
profit or loss, loans and receivables, held-to-maturity investments, available-for-sale financial
assets, or as derivatives designated as hedging instruments in an effective hedge, as appropriate.
The Fund determines the classification of its financial assets at initial recognition. All financial
assets are recognised initially at fair value plus, in the case of investments not at fair value
through profit or loss, directly attributable transaction costs. The Fund’s financial assets include

cash and cash equivalents, trade and other receivables, loans and advances, deposits with .

commercial banks, investments in government and corporate bonds and equity investments.
Subsequent measurement

The subsequent measurement of financial assets depends on their classification as follows:
Financial assets at fair value through profit or loss

Financial assets at fair value through profit or loss include financial assets designated upon
initial recognition at fair value through profit or loss. Financial assets at fair value through profit
or loss are carried in the statement of financial position at fair value with changes in fair value
recognised in surplus or deficit.

Financial assets held for trading

Financial assets held for trading include securities held for trading which are equity investments

by fund managers. Financial assets held for trading are carried in the statement of financial
position at fair value with changes in fair value recognised in surplus or deficit.
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3.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Loans and advances

Loans and advances are non-derivative financial assets with fixed or determinable payments
that are not quoted in an active market. After initial measurement, such financial assets are
subsequently measured at amortised cost using the effective interest rate method (EIR), less
impairment. Amortised cost is calculated by taking into account any discount or premium on
acquisition and fees or costs that are an integral part of the EIR. The EIR amortisation is
included in interest income in the statement of comprehensive income. The losses arising from
impairment are recognised in impairment losses in the statement of comprehensive income.

Held-to-maturity investments

Non-derivative financial assets with fixed or determinable payments and fixed maturities are
classified as held-to-maturity when the Fund has the positive intention and ability to hold it to
maturity. After initial measurement, held-to-maturity investments are measured at amortised
cost using the effective interest method, less impairment. Amortised cost is calculated by taking
into account any discount or premium on acquisition and fees or costs that are an integral part
of the EIR. The EIR amortisation is included in interest income in the statement of
comprehensive income.

Other receivables

Other receivables are carried at amortised cost which approximates the original invoice amount
less provision made for impairment losses. An allowance for impairment of other receivables is
established when there is objective evidence that the Fund will not be able to collect all amounts
due according to the original terms of receivables.

Derecognition

A financial asset (or, where applicable a part of a financial asset or part of a fund of similar
financial assets) is derecognised when:

e The rights to receive cash flows from the asset have expired.

o The Fund has transferred its rights to receive cash flows from the asset or has assumed an
obligation to pay the received cash flows in full without material delay to a third party under
a ‘pass-through® arrangement; and either (a) the Fund has transferred substantially all the
risks and rewards of the asset, or (b) the Fund has neither transferred nor retained
substantially all the risks and rewards of the asset, but has transferred control of the asset.

When the Fund has transferred its rights to receive cash flows from an asset or has entered into
a pass-through arrangement, and has neither transferred nor retained substantially all of the risks
and rewards of the asset nor transferred control of the asset, the asset is recognised to the extent
of the Fund’s continuing involvement in the asset. In that case, the Fund also recognises an
associated liability. The transferred asset and the associated liability are measured on a basis
that reflects the rights and obligations that the Fund has retained.




