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Company profi le
The Public Investment Corporation (PIC) is the 
asset manager for South Africa’s public sector, 
taking care of the investment needs of 
35 public sector pension, provident, social 
security, development and guardian funds. 

PIC is wholly owned by the South African 
government, represented by the Minister of 
Finance, and operates under its own enabling 
act, the Public Investment Corporation Act, 
2004. This act gives PIC the status of a 
corporation able to operate as a modern asset 
manager and offer clients services comparable 

Highlights of the year

www.pic.gov.za

Institutional Investor 2008
PIC was named Institutional Investor of the Year 
at the Africa Investor Awards held in Durban in 
October 2008. The awards, which have a unique 
pan-African focus and are supported by the New 
Partnership for Africa’s Development (NEPAD), 
are regarded as the most established international 
investment awards in Africa.

Benchmark returns
Despite extremely challenging economic and market 
conditions, PIC delivered returns above the benchmarks 
set in client investment mandates for most asset classes.

Equity tender awarded
In one of the largest open tenders of its kind in South 
Africa to date, PIC awarded equity fund mandates to 
16 external fund managers who, from 1 April 2009, 
will manage approximately 25% of the equities held 
by PIC on behalf of the Government Employees 
Pension Fund (GEPF).

Property acquisition
On behalf of the GEPF, PIC undertook one of the biggest 
transactions in South Africa’s commercial property 
market by acquiring the Zenprop property portfolio of 
48 buildings.

to those available in the private sector. PIC is 
registered with the Financial Services Board 
(FSB) as a fi nancial services provider.

In carrying out client investment mandates, 
PIC uses market-driven measures to 
benchmark its investment performance, 
enabling clients to compare its returns to 
those achieved in the marketplace. PIC has a 
consistent track record of delivering returns on 
par with or above market benchmarks.
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Advent growth
The Community Property Company, which is managed 
by Advent Asset Management, grew its investments 
in the retail property market from R1,96 billion to 
R2,5 billion.

TOPP launched
A committed investor in high-level skills development, 
PIC launched its Training outside Public Practice (TOPP) 
programme for trainee chartered accountants.

Graduate recruitment
The Graduate Recruitment Programme entered its third 
year. Eight candidates have joined the programme to 
date and three from the fi rst intake in 2006 have been 
permanently employed at PIC.

Corporate Governance
Working closely with the Unit for Corporate Governance 
in Africa at the University of Stellenbosch and other 
leading corporate governance specialists, PIC developed 
a unique matrix mechanism to rate the triple bottom 
line performance of listed companies. The matrix will be 
used in the new fi nancial year to engage extensively with 
investee companies.

18 Audit and Risk Committee report
20  Progress report and statement of continued 

support of the United Nations Global Compact
23 Economic and market review
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33 Risk statement
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Our clients

Dedicated exclusively to fulfi lling public sector 
investment needs, PIC’s clients are 35 public sector 
pension, provident, social security, development and 
guardian funds in South Africa. Collectively, the assets 
under PIC management as at 31 March 2009 were valued 
at R739,7 billion. 

 Client %

Government Employees Pension Fund (GEPF) 89,2

Unemployment Insurance Fund (UIF) 4,9

Compensation Commissioner: Pension Fund (CC:PF)  1,4

Compensation Commissioner Fund (CC)  1,3

Associated Institutions Pension Fund (AIPF) 1,6

Other* 1,6

Total 100,0

*Constitutes a number of clients with smaller portfolios.
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The Government Employees Pension Fund (GEPF) is PIC’s 
largest client and, as at 31 March 2009, had entrusted 
assets worth R659 billion to the Corporation. Other major 
clients are the Unemployment Insurance Fund, Associated 
Institutions Pension Fund, Compensation Commissioner 
Pension Fund and Compensation Commissioner Fund. 

Focused on client mandates
PIC’s clients have widely different investment objectives. 
Capital preservation and short-term liquidity are the 
main priorities of clients such as the social security funds. 
Other clients, notably the pension funds, have long-term 
liabilities and investment horizons, equating to a higher 
risk appetite and a greater focus on diversifi cation.

Each client’s specifi c investment objectives are expressed 
in a detailed client investment mandate prescribing the 

desired asset allocation, expected returns and reporting 
requirements, as well as risk parameters, performance 
benchmarks and management fees. All client mandates 
are individually negotiated with the client concerned and 
approved by the Financial Services Board, with which PIC 
is registered as a fi nancial service provider, in line with 
the Financial Advisory and Intermediary Services Act.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Minister’s note to Parliament

Speaker of Parliament

Speaker
Annual report of Public Investment 
Corporation for the period ended 
31 March 2009

I have the honour, in terms of section 65 
of the Public Finance Management Act, 
1999 (Act No 1 of 1999), to present 
the annual report of Public Investment 
Corporation Limited for the period 
1 April 2008 to 31 March 2009.

PJ Gordhan
Minister of Finance

September 2009

Modern investment mix
To cater for the varying investment objectives of clients 
and to keep abreast of investment developments in the 
marketplace, PIC continually explores new investment 
products and services. 

PIC’s investment mix includes but is not limited to fi xed 
income investments in the bond and money markets, 
equities listed on the JSE and properties in the industrial, 
commercial and retail sectors. PIC also provides solutions 
for clients requiring specialised investment products 
and structured derivative overlays for risk management. 
Finally, an asset class that is unique to PIC is the Isibaya 
Fund. This Fund, which PIC manages on behalf of the 
GEPF, manages socially responsible investments and 
projects that enhance socio-economic transformation.

PIC Operations
PIC continues to deliver excellent service to its clients, 
at management fees below the market average, and 
remains operationally sustainable, delivering a net profi t 
of R158 million in the year ended 31 March 2009.
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Chairman’s report

The investment community worldwide is in sober mood. Few would argue 
that we have entered a period that calls for greater prudence, risk awareness, 
more oversight and a better balance between responsible investment and 
profi tability. These attributes have long been considered virtues at the Public 
Investment Corporation (PIC), whose risk appetite has always tended to err 
on the side of caution. As the fund manager entrusted with managing the 
retirement assets of government employees in South Africa, as well as the 
assets of various public sector social security, guardian and development 
funds, PIC is a long-term investor that seeks consistent returns for its clients.

Although not immune to the risks inherent in the investment environment, 
this strategy is perhaps better able to withstand the vagaries of economic 
and market changes than strategies driven by shorter-term objectives. This 
was clearly demonstrated in the 2008/09 fi nancial year. PIC was certainly 
affected by the economic downturn that took hold from October 2008 
onwards but not quite as severely as many of its peers. In certain asset 
classes, notably bonds, cash and money markets, the Corporation delivered 
returns in excess of its various client mandates. Since clients’ targeted returns 
for fi xed income investments are based on market-related benchmarks, PIC’s 
returns for the year outperformed the market in these asset classes. 

In carrying out its fi duciary responsibilities during the year, the Board and 
its sub-committees paid close attention to risk management and legislative 
compliance, and ensured that investment decisions were made within 
the parameters of client investment mandates. Wherever possible and 
practicable, the Board also sought opportunities to further enhance the 
governance that underpins the investment decision-making process and 
matters such as remuneration, including that of executive and non-executive 
directors.

  

PIC outperformed most 
of the benchmarks set 
in client investment 
mandates and has 
made good progress in 
expanding capacity.

The PIC Board remains 
committed to strengthening 

its own governance track 
record so as to lead by 

example and ensure that 
PIC continues to prudently 

manage clients’ assets.

Mr Nhlanhla Nene
Chairman
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In this regard, in the second half of 2008/09, the 
Board established a new sub-committee, the Directors’ 
Affairs Committee, with a special focus on corporate 
governance. This committee, chaired by myself, is 
charged with governance matters affecting members of 
the Board.

Furthermore, the Board again enjoyed a high level of 
continuity during the year, with only one change in its 
membership. In September 2008, Mr Jabu Moleketi 
resigned as Deputy Minister of Finance and also, 
therefore, as Chairman of the PIC Board. I assumed that 
position in November 2008 and am pleased to report 
that there was no interruption in the continuity of the 
Board’s affairs as a result of the transition.

On behalf of the GEPF, the single largest investor on 
the JSE, PIC continued to encourage the listed sector 
and other asset managers to focus on critical corporate 
governance issues. Apart from publishing its voting 
record at company annual general meetings, PIC made 
good progress in developing an innovative mechanism 
to measure the triple bottom line performance of listed 
companies. As reported in the section on corporate 
governance in this annual report, PIC is meeting its 
obligations to submit its fi rst report as a signatory to 
the United Nations Global Compact (UNGC). In its fi rst 
report to the UNGC, the Corporation outlines in detail 
its progress in implementing the 10 principles contained 
within the UNGC Principles for Responsible Investment.

The PIC Board remains committed to strengthening its 
own governance track record so as to lead by example 
and ensure that PIC continues to prudently manage 
clients’ assets while delivering satisfactory returns and 
putting socially responsible investment principles into 
practice. 

I offer my sincere thanks to my fellow members of the 
Board for contributing their expertise towards assuring 
the Corporation’s success in the interests of its clients. 
Although I joined the Board late in the fi nancial year, 
it was clear from the outset that the Board is a highly 
effective, dynamic team of experts with a common vision 
and understanding of our fi duciary mandate. 

On behalf of the Board, I also thank the management 
and staff of PIC for their skill and professionalism in 
exceeding market benchmarks in exceptionally diffi cult 
economic and market conditions.

Mr Nhlanhla Nene
Chairman
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Chief Executive Offi cer’s report

Along with the rest of the asset management community, PIC had a 
challenging year in the 12 months to 31 March 2009. The fair value of assets 
under management declined to R739,7 billion at the end of the fi nancial 
year, compared to R786,8 billion in the prior period. The 6% decrease in 
value can be attributed mainly to the impact of the economic crisis on the 
performance of assets under management.

As one of the JSE’s largest institutional investors, PIC was unavoidably 
affected by the plunge in the value of listed equities in the second half of the 
fi nancial year. As a result, the listed equities portfolio decreased 27% in value 
from R372 billion to R270 billion.

The other asset classes within the PIC portfolio fared considerably better 
than equities. The value of fi xed income investments grew by 16%, from 
R352 billion to R408 billion. Bonds increased by 12% to R290 billion, 
representing 71% of the fi xed income portfolio. Cash and money markets 
grew by 24% to R117 billion, representing 28% of the fi xed income 
portfolio.

For properties, 2008/09 was a year of consolidation following the expansion 
that took place in the prior period. Nevertheless, through a few carefully 
chosen, high-quality acquisitions, the portfolio grew 25,64% in value, 
ending the year at R23,4 billion. PIC, which has played a pioneering role in 
developing the township retail property market, strengthened its position 
in this niche segment by acquiring 100% of Advent Asset Management, up 
from the original 60% shareholding.

  

 

Risk management 
capabilities were 
strengthened through 
developments such 
as the establishment 
of the Middle Office, 
which will focus on 
operational risk.

Despite the economic and 
market uncertainty that 
characterised 2008/09, 

PIC succeeded in delivering 
returns above the 

benchmarks in most
 asset classes.

Mr Brian Molefe
Chief Executive Offi cer

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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The Isibaya Fund grew by 23%. Isibaya also commenced 
a refocusing exercise that places greater emphasis on 
socially responsible investment (SRI). The Fund has 
always concentrated on investments that contribute to 
the greater good of society and the advancement of 
South Africa’s socio-economic transformation. However, 
direct private equity and third-party fi nancing have 
dominated the investment mix. The portfolio is now 
being restructured to achieve a better balance and to 
include SRI as a specifi c investment category with a 
signifi cant allocation of funding.

Equity mandates awarded
In one of the largest tenders of its kind in South Africa, 
PIC awarded equity fund mandates to 16 different 
external asset managers selected in an open tender to 
manage approximately 25% of the equities that PIC 
holds on behalf of the GEPF. 

The tender, awarded early in January 2009 for 
implementation from 1 April 2009, was executed over 
a period of 18 months, using a process that has been 
confi rmed as fair and transparent. The process included 
rigorous due diligence of the short-listed fund managers, 
culminating in the selection of an optimal blend of 
managers able to meet the investment objectives of the 
GEPF. An important feature of this blend is the balance 
it maintains between well-established asset managers 
and emerging black asset managers. Broad-based black 
economic empowerment (BBBEE) carried a signifi cant 
weighting in the tender, refl ecting the GEPF mandate 
of contributing to industry transformation through the 
participation of BEE asset managers and the development 
of an incubation fund. 

In another equities-related development, PIC worked 
with corporate governance specialists in business and 
academia to devise a new matrix mechanism to measure 
the triple bottom line performance of listed companies. 
The mechanism goes beyond the conventional ‘tick-
box’ approach to measuring socially responsible 
investment (SRI) because it assesses both conformance 
and performance in a high level of detail. The new tool 
will be used to drive extensive engagements with the 
top 40 companies in which PIC clients are invested. Its 
development is part of PIC’s drive to place Principles 
for Responsible Investing at the forefront of the agenda 
of business and industry so that it becomes part of 
everything we do.

Greater capacity for better delivery
Among various client-driven developments, PIC 
improved client reporting which, since 1 April 2008, 
has been managed centrally by the client relationship 
management team. The Corporation also conducted 
a client satisfaction study to establish a baseline for 
future comparisons to ensure that all client needs and 
expectations are met. 

Human capital in key client-focused divisions was 
increased, resulting in PIC’s headcount rising from 105 in 
the previous year to 160 as at 31 March 2009.

PIC’s Graduate Recruitment Programme entered its third 
year. In January 2009, when the new intake for the year 
came on board, three graduates joined the programme, 
bringing the number to eight. In addition, two new skills 
development initiatives were introduced: an internship 
programme and TOPP, Training outside Public Practice, 
for chartered accountants in training. Two interns were 
accepted for the 24-month programme, while one 
candidate for TOPP began training.

Risk management capabilities were strengthened through 
developments such as the establishment of the Middle 
Offi ce, which will focus on managing operational risk 
within the business.

The Corporation continued to develop its employment 
equity profi le. As at 31 March 2009, black employees 
(Africans, Coloureds and Indians) accounted for 72% 
of PIC employees and women for 56%. At executive 
management level, blacks accounted for 100% of 
executives and women for 60%.

Financial sustainability of PIC operations
The PIC Group’s fi nancial position remains solid and 
its operations continued to be profi table. Net profi t 
after tax amounted to R158 million in the year ended 
31 March 2009, which was about 3% lower than in the 
prior period. The main reason for this decrease was the 
increase in operating expenses through the deployment 
of skills and systems to support better service delivery to 
clients, as was reported in last year’s annual report.

Going forward, we expect this trend of increasing 
operating expenses to be maintained as PIC strengthens 
its skills base and its systems.
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Chief Executive Offi cer’s report (continued)

Performance against predetermined 
objectives
We set ourselves a number of objectives during the 
2008/09 fi nancial year, which included but were not 
limited to the following:

Investment activities
• Exceeding our clients’ return objectives
• Implementation of the equities strategy
• Corporate governance and shareholder activism
• Establishing the operations of PAIDF

PIC operations
• Financial sustainability of the PIC and its subsidiaries, 

Advent and Harith
• Developing and maintaining sound client relationships
• Improving enterprise wide risk management
• Growing and improving PIC’s human capacity

PIC’s performance against these objectives was reviewed 
by the Board of Directors and as highlighted in the rest 
of the report, the portfolio review, the risk management 
statement, the report of the Audit and Risk Committee 
and the Group fi nancial statements, these objectives 
were achieved.

Appreciation
Although in recession, the South African economy 
has held very well, having been sheltered by good 
regulation and a strong fi nancial sector underpinned by 
well-established markets. Even so, the most vulnerable 
members of society are being disproportionately 
affected by the downturn, and it seems inevitable that 
the objective of reducing unemployment may continue 

to elude us as a country as the recession forces certain 
employers to shed jobs. However, PIC is confi dent that 
by the end of the coming fi nancial year, we will have 
seen the worst of the recession and that the global and 
domestic economy should start recovering. Although 
the recovery will take time, there is reason to believe 
that opportunities will arise to accelerate employment 
creation during the recovery period.

Despite the economic and market uncertainty that 
characterised 2008/09, PIC succeeded in delivering 
returns above the benchmarks in most asset classes 
and, in others, in limiting the extent of declines. For 
this, I wish to thank the PIC Board for their guidance in 
navigating the diffi cult external conditions that prevailed, 
the executive management for their insight and 
teamwork, and PIC’s employees for their commitment in 
diffi cult circumstances.

We would like to welcome Mr Nhlanhla Nene 
as Chairman and extend our appreciation to his 
predecessor, Mr Jabu Moleketi. As the fi rst Chairman 
of the Corporatised PIC, his leadership in the fi rst three 
and a half years of PIC’s existence as a Corporation 
contributed greatly to its establishment as a modern and 
effi cient asset management organisation committed to 
serving the interests of its clients.

Mr Brian Molefe
Chief Executive Offi cer
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Board of Directors

Dr Daniel Mmushi Matjila
Executive Director – Chief Investment Offi cer 
• BSc (Hons) Applied Mathematics (Fort Hare University)
• MSc Applied Mathematics (Rhodes University)
• PhD in Mathematics (University of the Witwatersrand)
• Postgraduate Diploma in Mathematical Finance (Oxford University)
• Senior Management Programme (University of Pretoria)
• Advanced Management Programme (Harvard Business School)
• Serves on the Board of Entabeni Holdings

Mr Jabu Moleketi MP*
Chairman of the PIC Board
• Postgraduate Diploma in Economic Principles (University of London)
• MSc in Financial Economics (University of London)
• Advanced Management Programme (Harvard Business School)
•  Member of the Gauteng Province Executive Council responsible for

Finance and Economic Affairs from 1994 to 2004
• Deputy Minister of Finance since 2004 to 2008
•  Member of the National Executive Committee of the African National

Congress from 1997 to 2007
 
* Resigned September 2008

Mr Brian Molefe
Executive Director – Chief Executive Offi cer 
• BCom (Unisa)
• Postgraduate Diploma in Economics (University of London)
• Master of Business Leadership (Unisa)
• Advanced Management Programme (Harvard Business School)
• Deputy Director-General: Asset and Liability Management, National 

Treasury 2000 to 2003
• Serves on the Board of Telkom SA Limited

Ms Albertinah Kekana
Executive Director – Chief Operations Offi cer
• CA(SA)
• Bachelor of Commerce (University of Cape Town)
• Postgraduate Diploma in Accounting (University of Cape Town)
• Advanced Management Programme (Harvard Business School)
• Serves on the Investment Committee of the Eskom Pension and 

Provident Fund
• Member of the Boards of Airports Company South Africa, Advent, 

Community Property Company and Harith Fund Managers 

Mr Nhlanhla Musa Nene, MP
Chairman of the PIC Board 
• BCom (Hons) in Economics (University of the Western Cape)
• Advanced Diploma in Economic Policy (University of the Western Cape)
• Diploma in Marketing Management (DMS)
• Chairperson of Ntunjambili Development Forum from 1994 to 1999
• ANC Regional Secretary of Ukhahlamba Region from 1997 to 2000
• Co-Chairperson of the Joint Budget Committee from 2002 to 2005
• Chairperson on the Portfolio Committee on Finance from 2005 to 

November 2008
• Deputy Minister of Finance of the Republic of South Africa from October 

2008
• Chairman of the Directors’ Affairs Committee of the Board of PIC
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Ms Moira Moses
Independent non-executive director
• Member of the PIC Board, the Audit and Risk Committee and the Human 

Resources and Remuneration Committee
• BA 
• Management Advancement Programme (Wits Business School)
• Head of Capital Projects and member of the Transnet Group Executive
• Served on the Boards of Transnet, MTN Group and Viamax 
• Former Managing Director of Land Rover, Jaguar and Volvo

Mr Veli Ntombela
Independent non-executive director
• Member of the PIC Board, the Investment Committee and the Audit and 

Risk Committee 
• BA (Law), LLB, LLM (Tax Law), HDip Tax Law
• Tax Specialist and Director in charge of SizweNtsaluba VSP Taxation 

Services
• Previously worked for Ebony Financial Services (Pty) Limited, Arthur 

Andersen and Ernst & Young

Ms Ntombifuthi Mtoba
Independent non-executive director
• Member of the PIC Board and Chairman of the Investment Committee
• CA(SA)
• BA Econ (Hons) and BCompt (Hons) (Unisa)
• Higher Diploma in Banking Law (RAU)
• Chairman of Deloitte Southern Africa
• Member of the SARB’s Standing Committee for the Revision of the Banks 

Act
• Trustee of the Women Development Bank
• Chairman of the Council of the University of Pretoria
• Recipient of the Business Woman of the Year Award 2004 of the Nedbank 

Business Women’s Association
• Recipient of the 2005 International Woman of the Year Award of the 

Organisation of Women in Trade, United States
• Member of the Board of the United Nations Global Compact

General (retired) Siphiwe Nyanda
Independent non-executive director
• Member of the PIC Board, the Audit and Risk Committee and the 

Investment Committee
• Bachelor of Arts, majoring in Economics and Public Administration 

(Unisa)
• Postgraduate Diploma in Economic Principles (University of London)
• MSc Financial Management (University of London)
• Civil Service Programme (Civil Service College (UK))
• Senior Command and Staff Duties (SA Army College)
• Joint Staff Course (SA Defence College)
• Member of the National Executive Committee of the ANC from 1991 to 

1994 and since December 2007
• Chief of Staff, Umkhonto we Sizwe from 1992 to 1994
• Chief of Staff, South African National Defence Force (SANDF) from 1994 

to 1997
• Deputy Chief, SANDF in 1997 and 1998
• Chief of the SANDF from 1998 to 2005

Mr Athol Rhoda
Independent non-executive director
• Member of the PIC Board, the Audit and Risk Committee and the 

Investment Committee
• CA(SA)
• Member of the South African Institute of Chartered Accountants (SAICA)
• Presently runs a consultancy practice
• Previously worked in the Anglo American group of companies, including 

as Executive Head of Finance and Strategy, Anglo Gold South Africa 
Operations

Board of Directors (continued)
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Mr Zakhele Sithole
Independent non-executive director
• Member of the PIC Board, Chairman of the Human Resources and 

Remuneration Committee and member of the Audit and Risk Committee 
and the Directors’ Affairs Committee

• CA(SA)
• BCom Accounting (University of Zululand)
• B Accountancy (University of the Witwatersrand)
• HDip Tax Law (University of the Witwatersrand)
• HDip Company Law (University of the Witwatersrand)
• Member of the Public Accountants and Auditors Board
• Member of the Board of Governors of the University of Zululand
• Member of the Board and Chairman of the Audit Committee of South 

African National Parks
• Member of the Board and Chairman of the Audit Committee of Allied 

Technologies Limited 
• Member of the Board and Chairman of the Board of Command Holdings 

Limited
• Audit Committee member of EDI Holdings

Mr Ignatius Sehoole
Independent non-executive director
• Member of the PIC Board, Chairman of the Audit and Risk Committee 

and member of the Human Resources and Remuneration Committee and 
the Directors’ Affairs Committee

• CA(SA)
• Executive President of the South African Institute of Chartered 

Accountants (resigned during 2008/09)
• Chairman of the Developing Nations Committee of the International 

Federation of Accountants (IFAC)
• Board Member of the Global Accounting Alliance (GAA)
• Committee Member of the King Committee on Corporate Governance
• Chairman of the Audit Committee for the National Treasury
• Serves on the Accounting Standards Board (ASB)
• Member of the Standing Advisory Committee on Company Law
• Trustee Member of the Thuthuka Project, SAICA

Mr Jan Strydom
Independent non-executive director
• Member of the PIC Board, the Investment Committee, the Human 

Resources and Remuneration Committee and the Directors’ Affairs 
Committee

• CA(SA)
• BCom (Acc), MCom (Acc)
• Founder member of Strydoms Inc, Chartered Accountants, specialising in 

business valuations and litigation support
• Member of the Board and Audit Committee of MTN Group Limited
• Member of the Board, BEE Committee and Audit Committee and 

Chairman of the Risk Committee of GrowthPoint Properties Limited
• Member of the Special Income Tax Court for Taxation Appeals

Mr Younaid Waja
Independent non-executive director
• Member of the PIC Board, the Audit and Risk Committee and the 

Investment Committee
• CA(SA)
• BCom, BCompt (Hons) and HDip Tax Law 
• Practising Tax and Business Consultant
• Member of the Board, Audit Committee and Procurement Committee of 

Pareto Limited
• Member of the Board, Audit Committee and Risk Committee of Imperial 

Holdings Limited
• Member of the Board and Audit Committee of Blue IQ Investment 

Holdings (Pty) Limited
• Member of the Board and Audit Committee of Supplier Park 

Development Company (Pty) Limited
• Member of the Board and Audit Committee of Lefatshe Technologies 

(Pty) Limited
• Trustee of the Diabo (Telkom Employees’ Share) Trust 
• Black Business Council founding member and former vice-president of 

the Association for the Advancement of Black Accountants in Southern 
Africa (ABASA)

• Former member of the Income Tax Special Court
• Former Director of Finance of the South African Tennis Association
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Executive Committee

Dr Daniel Mmushi Matjila
Chief Investment Offi cer
• BSc (Hons) Applied Mathematics (Fort Hare University)
• MSc Applied Mathematics (Rhodes University)
• PhD in Mathematics (University of the Witwatersrand)
• Postgraduate Diploma in Mathematical Finance (Oxford University)
• Senior Management Programme (University of Pretoria)
• Advanced Management Programme (Harvard Business School)
• Serves on the Board of Entabeni Holdings

Ms Albertinah Kekana
Chief Operating Offi cer
• CA(SA) 
• Bachelor of Commerce (University of Cape Town)
• Postgraduate Diploma in Accounting (University of Cape Town)
• Advanced Management Programme (Harvard Business School)
• Serves on the Investment Committee of the Eskom Pension and Provident 

Fund
• Member of the Boards of Airports Company of South Africa, Advent Asset 

Management, Community Property Company and Harith Fund Managers

Ms Rubeena Solomon
Chief Risk Offi cer
• BCom (University of the Witwatersrand)
• BCom (Hons) (Unisa)
• MBA (Bond University)

Mr Brian Molefe
Chief Executive Offi cer
• BCom (Unisa)
• Postgraduate Diploma in Economics (University of London)
• Master of Business Leadership (Unisa)
• Advanced Management Programme (Harvard Business School)
• Deputy Director-General: Asset and Liability Management, National 

Treasury 2000 to 2003

Ms Kameshni Naidoo
Chief Financial Offi cer
• CA(SA)
• Bachelor of Accountancy (University of KwaZulu-Natal)
• Certifi cate in the Theory of Accounting Science (CTA) (University of 

KwaZulu-Natal)
• Advanced Certifi cate in Auditing (University of Johannesburg)
• Serves on the Board of Harith (alternate director) and is a member of its 

Audit Committee
• Member of the South African Institute of Chartered Accountants
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Corporate governance statement

PIC is controlled through the Board of Directors 
(the Board), which represents the Shareholder (the 
Government of the Republic of South Africa, as 
represented by the Minister of Finance). The Board 
comprises a majority of independent, non-executive 
directors and is accountable to the Shareholder for 
creating and delivering value through the effective 
governance of the Corporation. The Chairman of the 
Board is a non-executive director and the role of the 
Chairman is separate from that of the Chief Executive 
Offi cer. All directors are able to take independent 
professional advice in furtherance of their duties if 
necessary.

Since the last reporting period, there has been a change 
in the chairmanship of the Board. In September 2008, 
Mr Jabu Moleketi resigned as Chairman of the Board 
following his resignation as South Africa’s Deputy 
Minister of Finance. In October 2008, Mr Nhlanhla 
Nene was appointed as the new Deputy Minister of 
Finance and assumed the chairmanship of PIC’s Board of 
Directors in November 2008. The transition was achieved 
without in any way affecting the continuity of the affairs 
of the Board. 

In carrying out its fi duciary obligations, the Board 
endorses the principles which have been adopted in 
the PIC Code of Ethics, the PIC Corporate Governance 
Policy and the Code of Corporate Governance Practices 
and Conduct contained in the second King Report 
on Corporate Governance in South Africa (King II). 
The Board is of the opinion that PIC has substantially 
complied with, and has applied, the requirements of 
King II, the purpose of which is to promote the highest 
level of corporate governance in South Africa. The Board 
is fully committed to ensuring that the highest standards 
of corporate governance are observed throughout 
PIC and its subsidiaries so that the affairs of PIC are 
conducted with integrity and professionalism with the 
objective of safeguarding its clients’ investments and 
ultimately enhancing their value.

The Board is responsible for overall strategy, acquisition 
and divestment policy, approval of major capital 

expenditure projects and consideration of signifi cant 
fi nancing matters. It monitors the exposure to key 
business risks and reviews the strategic direction of 
individual trading subsidiaries. The Board also considers 
employee issues and key appointments, ensures that all 
directors receive appropriate training on appointment 
and provides for continual training and development. 
The Board discharges its responsibilities through 
compliance with relevant rules, laws, regulations, 
directives and guidelines, in addition to adopting the 
best practices as set out in King II and the PIC Code.

Skills, knowledge, experience and attributes 
of directors
The Board considers that the non-executive directors and 
the executive directors together have the range of skills, 
knowledge and experience necessary to enable them 
to effectively govern the business. The non-executive 
directors contribute experience, understanding of the 
fi nancial sectors in which PIC operates, knowledge of 
world capital markets and an understanding of the 
health, safety, environmental and community challenges 
that PIC faces. The executive directors bring additional 
perspectives to the Board’s work through a deep 
understanding of PIC’s business.

The profi les of the directors are presented on pages 9 
to 11.

Board Charter
The Board is governed by a Charter that sets out the 
framework of accountability, responsibility and duty 
of the Board to the Corporation. The Board Charter’s 
elements are derived from various sources, including 
the Public Investment Corporation Act, 2004, the 
Public Finance Management Act, 1999, King II and the 
Companies Act, 1973. 

The Board Charter, which is reviewed annually, provides 
for various responsibilities and/or duties of the Board. 
These include but are not limited to:
• Ensuring that PIC complies with all relevant laws, 

regulations and codes of business practice;
• Setting appropriate policies and confi rming that 

necessary processes are implemented to ensure the 
integrity of the internal controls and risk management 
of PIC;

• Ensuring that procedures are in place for monitoring 
and evaluating the implementation of the Board’s 
strategies, policies and business plans;

The Board is fully committed to 
ensuring that the highest standards 
of corporate governance are 
observed throughout PIC and its 
subsidiaries.
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• Establishing the values of PIC in support of its mission, 
and establishing principles and standards of ethical 
business practice in support of such values;

• Reviewing and approving PIC’s annual business plan 
and budget;

• Reviewing, approving and reporting on PIC’s annual 
fi nancial statements, and

• Reviewing, monitoring and reporting on PIC’s 
integrated sustainability management.

Delegation of authority
A comprehensive Delegation of Authority framework is 
in place to ensure timeous and effective implementation 
of the Board’s strategy. The Delegation of Authority 
does not divest the Board of its responsibilities and 
is reviewed on an annual basis. The Board retains 
the prerogative to withdraw any given delegation of 
authority at any time.

Access to information
The Board considers access to information as a 
cornerstone of good corporate governance and has 
unfettered access, collectively and by individual directors, 
to all Company information, records, documents and 
property to enable it to discharge its responsibilities. 
Non-executive directors have access to management 
and may meet separately with management without 
the attendance of executive directors. Prior to every 
scheduled Board meeting, the non-executive directors 
meet without the presence of the executive directors. 

The provision made for access to information applies to 
the Board as a whole, as well as to the sub-committees of 
the Board.

Board meetings
The Board has a formal schedule of matters reserved to 
it and meets on a quarterly basis. Board meetings are 
scheduled well in advance to enable directors to facilitate 
their attendance. Additional Board meetings, apart from 
those planned, are convened as circumstances dictate. 

Directors are afforded the opportunity to propose 
additional matters for discussion at Board meetings and 
management ensures that directors are provided with 
all relevant information and facts in a timely manner to 
enable the Board to reach objective and well-informed 
decisions. 

The Board meets with management annually to debate 
and agree on proposed strategies and to consider long-
term issues.

Individual directors are encouraged and required to 
debate issues openly and constructively and are free 
to question or challenge the opinions of others. Both 
non-executive and executive directors commit to the 
collective decision-making processes of the Board.

During the reporting period, the Board held seven 
meetings, four of which were scheduled meetings in 
terms of the Board Charter.

The Company Secretary attends all Board meetings 
and ensures that accurate and adequate records of the 
proceedings of Board meetings and decisions made 
are kept.

Directors’ attendance of Board meetings during 2008/09 
is shown on the following table:

 Meetings Attendance
 Director attended record

Mr J Moleketi, MP 
(Chairman)* 3 3 out of 3
Mr N Nene, MP 
(Chairman)** 4 4 out of 4
Mr Y Waja 7 7 out of 7
Mr V Ntombela 6 6 out of 7
Mr J Strydom 6 6 out of 7
Mr Z Sithole 6 6 out of 7
Mr I Sehoole 3 3 out of 7
Mr A Rhoda 6 6 out of 7
Genl (retired) S Nyanda 7 7 out of 7
Ms N Mtoba 4 4 out of 7
Ms M Moses 5 5 out of 7
Mr B Molefe 7 7 out of 7
Ms A Kekana*** 3 3 out of 3
Dr D Matjila 7 7 out of 7

* Mr Moleketi resigned as Chairman during September 2008

** Mr Nene was appointed as Chairman during November 2008

*** Ms Kekana was on study leave and maternity leave for six months of the 

period under review

Board evaluation
The Board evaluated its performance during the year and 
the results of the evaluation were favourable. The Board 
is committed to addressing areas of improvement as 
identifi ed through the evaluation process.

Board sub-committees
The Board has established and mandated a number of 
sub-committees to perform work on its behalf in various 
key areas affecting the business of the Corporation and 
to assist the Board in the discharge of its duties.

Corporate governance statement (continued)
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The permanent sub-committees of the Board are the:
• Directors’ Affairs Committee
• Audit and Risk Committee
• Investment Committee
• Human Resources and Remuneration Committee

Each sub-committee operates under approved terms of 
reference.

Directors’ Affairs Committee
The Directors’ Affairs Committee (DAC) was established 
as a sub-committee of the Board during the year 
under review. The Board has delegated to the DAC its 
responsibilities and role in respect of the composition 
of the Board and Board sub-committees and to provide 
a focus on corporate governance that will enhance the 
performance of the Board as well as the Corporation. 
The DAC has no decision-making powers except where 
expressly provided by the Board through the Delegation 
of Authority.

The purpose of the DAC is to make recommendations 
to the Board regarding the composition of the Board 
and Board sub-committees, as well as on corporate 
governance matters that will enhance corporate 
performance and ensure on behalf of the Board that PIC’s 
corporate governance system is effective.

The DAC comprises four non-executive directors of 
whom three are independent.

The DAC has a formal and transparent procedure in place 
for the recommendation of remuneration for 
non-executive directors. 

Non-executive directors are paid attendance allowances 
for Board and Board sub-committee meetings that 
they attend, as well as a retainer fee. Directors’ fees 
are approved at the Annual General Meeting by the 
Shareholder. The remuneration of each director for the 
fi nancial year ended 31 March 2009 is disclosed on 
page 78.

The non-executive directors 
contribute experience, understanding 

of financial sectors in which PIC 
operates, knowledge of world 

capital markets and insight into 
health, safety, environmental and 

community challenges.

Meetings
The DAC held two meetings after its institution. 
Directors’ attendance of these meetings is shown on the 
following table:

 Meetings Attendance
 Director attended record

Mr N Nene, MP (Chairman) 2 2 out of 2
Mr I Sehoole 2 2 out of 2
Mr Z Sithole 2 2 out of 2
Mr J Strydom 1 1 out of 1

Audit and Risk Committee
PIC’s fi nancial reporting, adequacy and the effectiveness 
of its system of internal control and risk management are 
overseen by the Audit and Risk Committee (ARC), which 
comprises seven independent non-executive directors.

None of the members of the ARC has any personal 
fi nancial interest, confl icts of interests arising from cross-
directorships or day-to-day involvement in the running of 
the Corporation.

The ARC specifi cally oversees:
• The integrity of the fi nancial statements;
• The appointment, qualifi cations, independence and 

performance of the external auditors and the integrity 
of the audit process as a whole;

• The performance and leadership of the internal audit 
function;

• The effectiveness of the system of internal controls and 
risk management;

• Compliance with applicable legal and regulatory 
requirements, and

• Compliance by management with constraints imposed 
by the Board.
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The ARC has access to all sources of information that it 
may require from within PIC. In addition, the committee 
or its individual members may, if they deem it necessary 
in the course of discharging their responsibilities, seek 
guidance and counsel from external experts at PIC’s cost. 
The ARC has authority to invite any person that it deems 
necessary in the discharge of its duties, including PIC 
employees/offi cers and external advisors, to attend the 
meetings.

Statement of material breakdowns
During the period under review, nothing came to 
the attention of the ARC to suggest that any material 
breakdown had occurred in the functioning of PIC’s 
systems, procedures and controls which could lead to 
material losses, contingencies or uncertainties that would 
require disclosure in the fi nancial statements.

Meetings
The ARC meets on a quarterly basis and additional 
meetings are held as and when required. ARC meetings 
are held before the Board meeting to ensure that all 
critical issues highlighted are brought timeously to the 
attention of the directors.

During the fi nancial year ended 31 March 2009, a total 
of fi ve ARC meetings were held. The minutes of the 
ARC meetings are available to the Board as a whole. 
The Chairman of the ARC tables a summary of the 
discussions held and decisions taken at the ARC meetings 
to the Board for noting and for action by the Board 
where appropriate.

Attendance of ARC meetings during 2008/09 is shown 
on the following table:

 Meetings Attendance
 Director attended record

Mr I Sehoole (Chairman) 2 2 out of 5
Mr V Ntombela 5 5 out of 5
Mr Y Waja 5 5 out of 5
Mr Z Sithole 4 4 out of 5
Mr A Rhoda 4 4 out of 5
Genl (retired) S Nyanda 2 2 out of 5
Ms M Moses 3 3 out of 5

Investment Committee
The purpose of the Investment Committee (IC) is to 
assist the Board to discharge its statutory duties and 
its oversight responsibilities in relation to investment 
activities. In general terms, this is achieved by monitoring 
the investment mandates, policy, strategy and strategy 
implementation of all investments managed by PIC.

The IC consists of eight members, of whom six are 
independent non-executive directors and two are 
executive directors.

Meetings
The Terms of Reference of the IC provide that the IC 
meets at least 10 times during the year with additional 
meetings at the discretion of the Chairman of the IC. 
During the period under review, the IC held 12 meetings.

Attendance of IC meetings during 2008/09 is shown on 
the following table:

 Meetings Attendance
 Director attended record

Ms N Mtoba (Chairman) 9 9 out of 12
Mr Y Waja 12 12 out of 12
Mr A Rhoda 10 10 out of 12
Mr V Ntombela 11 11 out of 12
Mr J Strydom 11 11 out of 12
Genl (retired) S Nyanda 7 7 out of 12
Mr B Molefe 6 6 out of 12
Ms A Kekana* 4 4 out of 12
Dr D Matjila 11 11 out of 12

* Alternate to Mr Molefe

Human Resources and Remuneration Committee
The Human Resources and Remuneration Committee 
(HR & Remco) comprises four independent 
non-executive directors.

The HR & Remco has a formal and transparent procedure 
for the full Board to approve remuneration for executive 
directors, which is based on corporate and individual 
performance. The executive directors do not participate 
in decisions about their own remuneration packages.

Meetings
HR & Remco held fi ve meetings during the year, with 
attendance as follows:

 Meetings Attendance
 Director attended record

Mr Z Sithole (Chairman) 5 5 out of 5
Mr I Sehoole 5 5 out of 5
Mr J Strydom 5 5 out of 5
Ms M Moses 5 5 out of 5

Company Secretary
Ms Xoliswa Motswai was PIC’s Company Secretary for the 
period 1 April 2008 to 31 August 2008. PIC’s Company 
Secretary for the remainder of the fi nancial year under 
review was Ms Wilhelmina Louw. The Company Secretary 
is accountable to the Board for ensuring that Board 
procedures are complied with and advising the Board 
on governance matters. All directors have access to the 
Company Secretary for advice and services. The Board 
appoints and removes the Company Secretary.

Corporate governance statement (continued)
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Code of Ethics
The Board has adopted a Code of Ethics to promote 
proper standards of conduct and sound and prudent 
practices for PIC and its employees in dealing with 
stakeholders, including clients and suppliers. PIC’s 
employees are committed to managing its affairs in an 
ethical and disciplined manner.

Fraud Prevention Policy
PIC has a formalised Fraud Prevention Policy to prevent 
and detect fraud and fraudulent activities and to protect 
the Corporation, and the assets under its management, 
from any form of dishonest or unethical conduct. The 
Fraud Prevention Policy states that PIC management 
and all employees should adopt the highest standards of 
honesty, propriety, personal integrity and accountability, 
and be fully attentive to misappropriations, irregular 
transactions and other unlawful conduct affecting PIC.

The Fraud Prevention Policy also sets out the fraud 
discovery reporting procedures and warns employees 
on the disciplinary actions against fraudulent acts. To 
promote the achievement of this, management has 
contracted with a “whistle blowing” company.

Anti-Money Laundering Policy
Anti-money laundering (AML) is a term mainly used in 
the fi nancial and legal industries to describe the legal 
controls that fi nancial institutions and other regulated 
entities must observe to prevent or report money 
laundering activities. Anti-money laundering guidelines 
came into prominence globally after the September 11, 
2001 attacks.

The Board has approved and adopted an Anti-Money 
Laundering Policy for PIC to ensure that PIC is not 
compromised by unlawful activities associated with 
money laundering and fi nancing of transactions.

PIC employees are given regular updates on the latest 
changes in procedures and developments on money 
laundering. Part and parcel of this communication is 
training to promote the understanding of employees’ 
fundamental responsibility in adhering to the verifi cation 
procedures and reporting suspicious transactions.

Compliance
PIC’s Compliance Offi cer oversees the adoption of 
governance and other best practices by PIC’s business 
units to ensure that PIC complies with all relevant 
legislation. 

Several PIC policies dealing with compliance matters 
were revised or developed during the reporting period, 
including the Compliance Charter and Manual. A number 
of internal compliance reviews were also conducted. 
All compliance offi cers are required to perform their 
duties with the level of due skill, care and diligence 
expected of a responsible and competent person.

The Board and the ARC oversaw PIC’s compliance with 
statutory and regulatory requirements throughout the 
year.

Conclusion
Globally and in South Africa, corporate governance 
frameworks continue to evolve, particularly for 
organisations in the fi nancial services sector. PIC’s 
Board is alert to the changing nature of the governance 
landscape and the fact that new, stringent governance 
requirements are to be introduced in the coming 
fi nancial year. Specifi cally, the Board has familiarised 
itself with the implications of the amendments to the 
Companies Act and the Third King Report on Corporate 
Governance in South Africa (King III). As the body 
charged with overall responsibility for governance at 
the Corporation, the Board of Directors is ensuring that 
PIC is fully prepared for these developments and is itself 
undergoing preparatory training. The Board remains 
committed to being well informed and attentive in 
respect of all existing and future governance obligations.

Declaration by the Company Secretary
In terms of section 268(G) of the Companies Act, 1973, 
as amended (the Companies Act), I hereby declare 
that, to the best of my knowledge and belief, the Public 
Investment Corporation Limited (PIC) has lodged with 
the Registrar of Companies, for the fi nancial year ended 
31 March 2009, all such returns as are required of a 
public company in terms of the Companies Act, and that 
all such returns are true and up to date.

Ms Wilhelmina Louw
Company Secretary
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Audit and Risk Committee report

It is a privilege to present this report on the activities of 
the Audit and Risk Committee (ARC) for the year ended 
31 March 2009.

The ARC, which oversees the integrity of PIC’s fi nancial 
reporting, risk management and internal controls, 
comprised seven non-executive directors, ensuring its 
objectivity and independence. 

The members of the ARC throughout the year under 
review were:
• Mr I Sehoole (ARC Chairperson)
• Mr Y Waja
• Mr Z Sithole
• Mr V Ntombela
• Mr A Rhoda 
• General (retired) S Nyanda
• Ms M Moses 

Overview of activities
The ARC met fi ve times during 2008/09 to discuss the 
auditing of the fi nancial statements and to deal with 
matters relating to compliance, corporate governance 
and internal control, including risk management and 
internal audit.

Risk
Under the guidance of the ARC, risk management at 
PIC continued to improve in scope and depth. During 
2008/09, an enterprise wide risk (EWR) assessment was 
conducted and the resulting report presented to this 
committee, which was satisfi ed with the EWR process 
and fi ndings. An automated software tool was used for 
this assessment, reducing the time taken to complete 
the exercise and improving collation and analysis of the 
results.

The ARC assisted in reviewing the key limits and 
parameters set for PIC’s investment processes, and 
found that these were suffi ciently prudent to safeguard 
the interests of clients. A similar review was conducted 
on the organisation’s EWR framework, referring to the 
risk guidelines and limits set for PIC’s executive-level 
functions. The revised framework was submitted to 
and approved by the Board in November 2008. The 
EWR framework is used to formulate the Internal Audit 
department’s audit plan, which responds to changes 

in the business risk profi le and covers investment and 
operational risks. 

Internal audit
The key function of the Internal Audit department is 
to provide assurance to the Board and management 
on the adequacy and effectiveness of internal controls, 
risk management and governance processes. The Head 
of Internal Audit reports functionally to the ARC and 
administratively to the Chief Operating Offi cer.

During the year under review, the ARC oversaw the 
appointment of a new Head of Internal Audit, who 
assumed responsibility for the function in October 2008. 

Establishment of the Middle Office
The Middle Offi ce was established at the 
recommendation of the ARC to further strengthen the 
management of operational risk within the business. 

Legal and regulatory compliance
Since the laws and regulations governing the fi nancial 
services sector are constantly evolving, PIC has a 
dedicated compliance unit that reports directly to 
the ARC. During 2008/09, this unit engaged with the 
regulatory authorities, conducted internal compliance 
reviews and ensured that all PIC employees were 
adequately trained in compliance matters. 

Compliance reviews
Two types of compliance reviews were conducted into 
PIC divisions and subsidiaries during 2008/09: general 
reviews to assess overall compliance with applicable laws 
and regulations, and reviews into compliance with the 
Public Finance Management Act (PFMA). 

The ARC accepted the review reports submitted by the 
Compliance unit and noted the recommendations made. 
Where concerns were raised, action plans and target 
dates were set to address these. The ARC received regular 
updates on the progress made.

The Corporation continued to use the services of an 
external whistle blowing provider, which reports monthly 
to Internal Audit and the Compliance unit, both of which 
report directly to the ARC. Contact details of the whistle 
blowing provider have been placed on the PIC intranet 
and internet sites, and the whistle blowing process is 
covered in staff orientation and other Human Resources 
programmes. No reports of irregular activity of any kind 
were made against PIC employees through the service 
during the year under review. 

Risk management has improved in 
scope and depth under the guidance 
of the Audit and Risk Committee.
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Appointment of the Chief Financial Officer
Ensuring continuity in key fi nancial or fi nancial control 
functions at PIC is a priority for the ARC. After the 
resignation of the Chief Financial Offi cer, the ARC 
oversaw the selection and appointment of her successor, 
who joined the organisation on 17 November 2008. 

PFMA responsibilities met
The ARC has complied with its responsibilities as 
stipulated in section 3.1 of the 15 March 2005 Treasury 
Regulation (Gazette no 27388) and section 77 of the 
PFMA, as amended. Furthermore, the ARC has regulated 
its affairs and discharged its responsibilities in accordance 
with its formal terms of reference.

With regard to the PFMA reports of the accounting 
offi cer, the ARC is satisfi ed with the content and quality 
of the reports prepared and issued during the year.

Evaluation of the financial statements
The annual fi nancial statements of the PIC for 2008/09 
have been comprehensively reviewed by ARC, which has:
• Discussed the fi nancial statements with the Auditor-

General and the accounting authority;
• Reviewed the Auditor-General’s management letter 

and management response;
• Confi rmed that there were no changes in accounting 

policies and practices; and
• Confi rmed that no adjustments resulted from the 

audit.

The ARC acknowledges the conclusions of the Auditor-
General on the annual fi nancial statements and is of 
the opinion that the statements be accepted and read 
together with the report of the Auditor-General.

Furthermore, the ARC has evaluated the annual report for 
the year ended 31 March 2009 and believes it complies, 
in all material respects, with the requirements of the 
PFMA and GAAP. The ARC concurs with the adoption 
of the going-concern premise in framing the annual 
fi nancial statements.

At its meeting on 22 July 2009, the ARC recommended 
the adoption of the annual fi nancial statements by the 
Board of the PIC.

Mr Ignatius Sehoole
Chairman – Audit and Risk Committee
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Progress report and statement of continued 
support of the United Nations Global Compact

The Public Investment Corporation (PIC) is a proud 
signatory of the United Nations Global Compact, 
the world’s largest voluntary corporate responsibility 
initiative. In this report, PIC is reporting for the fi rst time 
on its progress in implementing the principles of the 
United Nations Global Compact. To demonstrate its 
commitment towards these principles, the Corporation 
resolved to report on the progress made in three of the 
four issue areas and not only on two issues as is required. 
PIC is determined to make a positive difference in the 
lives of its shareholder, clients, suppliers and other 
stakeholders and among its workers. For this reason, PIC 
has embraced sustainability in all its facets by placing 
social, governance and ethical matters at the heart of its 
business. PIC’s values and business processes underpin 
its strategic approach to sustainability and refl ect the 
desire to preserve the future for all stakeholders. The 
Corporation aims to be a responsible citizen at all levels.

Support is ongoing for the UN Global Compact and 
its principles on human rights, labour issues, the 
environment and anti-corruption. PIC understands that 
long-term value creation is not achievable through short-
term solutions or at the expense of future generations or 

PIC is committed to the 
principles of the United Nations 

Global Compact and will 
remain an active participant.

through moral decay. Therefore, PIC remains committed 
to these principles and will continue on its sustainability 
journey with conviction and commitment, believing 
that its continued success depends on the ability to 
share its successes with other stakeholders, enhancing 
their lives and their own ability to be successful. We 
will thus remain an active participant of the UN Global 
Compact and will continually endeavour to improve the 
implementation of the 10 principles contained therein.

Mr Brian Molefe
Chief Executive Offi cer



P u b l i c  I n v e s t m e n t  C o r p o r a t i o n  A n n u a l  R e p o r t  2 0 0 9 2 1

 United Nations Global Compact PIC’s main activities in support of the principles

 Human rights

Principle 1:

Business should support and 
respect the protection of 
internationally proclaimed 
human rights within their 
sphere of infl uence.

Principle 2:

Business should make sure 
that they are not complicit in 
human rights abuses.

As a Public Entity, PIC must comply with all South African legislation. Human 
rights are enshrined in the Constitution of the Republic of South Africa.

South Africa is a member of the International Labour Organisation (ILO) and has 
ratifi ed the ILO instruments. These requirements have been included in South 
African labour legislation which is applicable to PIC.

Human rights are central to PIC’s legitimacy and are principally addressed in the 
PIC’s Code of Conduct and Ethics which includes: Acting according to the law; 
acting fairly; properly exercising powers; explaining the reasons for decisions; 
being honest, truthful and conscientious. Each existing employee of PIC has a 
copy of the Code of Conduct and Ethics and new employees are issued with 
copies when they join the Corporation.

Employee health (physically as well as mentally) is an important component 
of creating value for employees and for this purpose PIC has contracted the 
Careways Group to provide PIC staff and their immediate family members with 
an Employee Wellness Programme, free of charge.

PIC has an HIV/Aids policy and, through its Employee Wellness Programme, 
also provides assistance to employees living with this disease. Programmes 
which cover education and prevention are also frequently run. Employees are 
continually encouraged to know their status and to look after themselves and 
others accordingly. Condoms are available on site, free of charge.

PIC employees also enjoy the benefi ts of a medical aid scheme and pension fund.

Internal policies, procedures and practices prohibit any violation of human rights. 
Any breach of these is treated seriously and will result in disciplinary action.

Broad-based black economic empowerment (BBBEE) is very important in the 
South African context and is embedded in PIC’s recruitment and procurement 
policies. PIC’s policy is to promote employment equity at all levels of the 
organisation, including its Board.

Actions taken by PIC in implementing these principles
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 United Nations Global Compact PIC’s main activities in support of the principles

 Labour standards

 Anti-corruption

Principle 3:

Business should uphold the 
freedom of association and the 
effective recognition of the 
right to collective bargaining.

Principle 4:

Business should uphold the 
elimination of all forms of 
forced and compulsory labour.

Principle 5:

Business should uphold the 
effective abolition of child 
labour.

Principle 6:

Business should uphold the 
elimination of discrimination 
in respect of employment and 
occupation.

Principle 10:

Business should work against 
corruption in all its forms, 
including extortion and 
bribery.

Employees may use established grievance procedures which prohibit 
victimisation.

PIC practises freedom of association which enables employees to associate or not 
with trade unions.

PIC maintains transparency and worker consultation in decision-making through 
meetings and other forums.

Employment equity policies have been implemented that are inclusive of race, 
gender and people with disabilities to ensure that PIC is an organisation that is 
representative of all the people of South Africa. PIC adheres in all aspects with the 
Employment Equity Act.

PIC continues to be a leader in driving employment equity which has enabled 
it to achieve a staff complement and Board that refl ect South Africa’s diverse 
cultures.

Alignment of the PIC business plan with its skills requirements is key. Demand and 
supply of required skills and competencies within all business units are assessed, 
skills levels defi ned and timeframes set for the fi lling of vacancies. A combination 
of internal development (talent management), internal promotions and external 
recruitment forms part of the recruitment strategy of PIC.

There is no child or forced or compulsory labour at PIC or any of its subsidiaries. 
Such employment is illegal and against PIC’s internal values, standards, policies 
and procedures. Established recruitment practices would highlight any under-age 
applicants. 

Surveys are conducted amongst employees to determine their levels of 
satisfaction. These surveys are anonymous to ensure there is no victimisation.

PIC is committed to eliminating any form of discrimination in respect of 
employment and occupation.

PIC is governed by the Constitution of the Republic of South Africa, the Public 
Investment Corporation Act, the Public Finance Management Act, the Companies 
Act as well as the King Codes on Corporate Governance and its own Corporate 
Governance Policy. In addition to the prevailing legislative environment, internal 
policies and procedures at PIC prohibit any corrupt behaviour. Criminal behaviour 
is not tolerated and formal charges will be laid against any perpetrator.

Integrity is a core PIC value and the organisation is committed to the 
highest standards of ethical behaviour in all its actions and decisions. This 
ethics awareness also infl uences PIC’s engagement with suppliers and other 
stakeholders, as well as its investment decisions.

PIC has a whistle blowing hotline which is in operation 24 hours a day, every 
day of the week. This hotline ensures the anonymity of any person reporting a 
complaint.

All fraud and corruption allegations are investigated and reported to the Audit 
and Risk Committee of the PIC Board.

Where possible and practicable, PIC will pursue full recovery of all losses resulting 
from acts of fraud and corruption.

PIC has various policies in place aimed at the prevention of fraud and corruption, 
and dealing with the declaration of interests, ethics and acceptance of gifts, 
among others. Facilitated by the human resources, compliance and legal divisions 
of PIC, structured sessions take place with all employees and Board members 
emphasising proper conduct to ensure compliance with legislation and internal 
values, standards, policies and procedures.

PIC has an internal audit function which reports functionally to the ARC and 
administratively to the COO.

Progress report and statement of continued support of the United Nations Global 
Compact (continued)
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Global economy
Global economic activity receded in the fi nancial year 
2008/09. Rising energy and commodity prices increased 
infl ationary pressures in emerging economies and policy 
makers focused on tighter monetary policy and fi scal 
restraint, while at the same time monitoring risks to 
economic growth. Developed economies on the other 
hand were concerned about the slowdown in growth. 
Given that projected infl ation in developed economies 
would be well within manageable levels, policy makers 
focused more on preventing recession. 

The weakness in the US housing market that started 
in 2007 gained momentum in 2008 and led to a fall-
off in the price of mortgage-backed securities. The 
crisis unfolded, equity markets weakened and loss of 
confi dence in the banking system escalated, resulting in 
weakening global demand.

The slowdown in global growth continued in the fi rst 
quarter of the fi nancial year at a somewhat slower pace 
than initially anticipated. Industrial production weakened 
further in developed economies and business activity 
in emerging economies started abating. Despite this 
slowdown, infl ation kept on mounting, fuelled by rising 
food prices and the increase in the Brent crude oil price 
(US$139,83 per barrel in June). In emerging economies, 
headline infl ation as measured by the IMF marked a new 
record high at 8,6% in May and developed economies 
were similarly high at 3,5% over the same period. Policy 
makers found themselves in a diffi cult position as they 
needed to strike a balance between slowing demand 
and rising infl ation. Short-term indicators warned against 
continued deceleration in economic activity; nonetheless 

global growth was projected to moderate in the near 
term. The IMF, in the April World Economic Outlook 
(WEO), projected that world growth would moderate 
from 5,0% to 4,1% in 2008, that the US would record 
growth of 1,6% and that growth in China would ease 
to 10,0%. 

The second half of the year 2008 saw a worse-than-
expected drop in economic output where real GDP 
collapsed in developed economies and moderated 
in emerging economies. The Euro area economy 
decelerated from 1,4% to 0,6% in the third quarter, 
the US from 2,0% to 0,8% and Japan entered recession 
at negative 0,2% from 0,5% over the same period. By 
the end of January 2009, the IMF had further adjusted 
growth projections downwards. 

Demand for commodities and oil prices fell from the peak 
levels recorded in June. The Economist all commodities 
price index fell from 272,2 points in June to 209,8 points 
in September and further to 161,5 points by the end of 
March 2009. Over the fi nancial year, commodities fell at 
an annualised rate of negative 34,8%, thereby reversing 
more than 29,4% growth that was recorded in the 
previous period. Platinum and gold prices had a similar 
downward trend. 

Financial markets strains intensifi ed in October due 
to the resurfacing of solvency concerns. In the face of 
rising losses, the two large US government-sponsored 
enterprises (Fannie Mae and Freddie Mac) came under 
heavy pressure over their capital bases. Governments 
injected money into the system to help stabilise the 
fi nancial system. There was even a co-ordinated cut in 
policy rates by six major central banks in October 2008, 
each by 50 basis points. These efforts proved fruitless as 
global fi nancial markets plunged into turmoil following 
the bankruptcy of Lehman Brothers. This led to a 
continued fall in commodity prices which in turn drove 
infl ation down as the fi nancial crisis fed through to the 
real economy, resulting in deep recessionary conditions. 
The graph below depicts the slowdown in real economic 
growth in 2008. 

Economic and market review

With the exception of a few 
economies, the world was in 
recession during the year, posing 
challenges for the investment 
community.

Source: IMF WEO database April 2009
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Economic and market review (continued)

Moderation in 2008 economic performance is evident. 
It is interesting to note that most of the developed 
economies halved their 2006 growth rates while 
emerging markets (developing Asia and Africa) 
moderated somewhat. 

The US$ started on a weak note at 1,56 against the Euro 
in April 2008 and strengthened all the way to 1,26 in 
February 2009 before retreating to 1,32 in March 2009. 
The strength of the US$ was at the back of the fi nancial 
crisis and quite alarming since the crisis originated in the 
US, confi rming that investors still regard the US as a safe 
haven when uncertainty prevails. 

In short, the spill-over of the fi nancial crisis to the real 
economy pushed economic activity towards negative 
growth levels last seen in the 1930s. 

The domestic environment
Economic indicators in South Africa sent mixed signals, 
where economic growth already showed signs of 
moderation while infl ation was still on the rise. Monetary 
authorities extended the tightening cycle and the rand 
continued to depreciate against major currencies. 

Against the backdrop of weakening global activity, 
domestic real GDP (measured over four quarters) fell 
in the third quarter of 2008 to 3,1% from 4,1% in the 
previous quarter. Analysis from the production side 
indicated broad-based negative performance coming 
from the wholesale, retail trade, mining and electricity 
sectors. Manufacturing production also started slowing 
in this quarter. By the end of the fi nancial year, economic 
growth had recorded negative growth rates for the 
second consecutive quarter (negative 1,8% q-q in 
2008Q4 and negative 6,4% q-q in 2009Q1), with South 
Africa formally falling into recession. The government and 
construction sectors are the only two that made positive 
contributions to real GDP in the fi rst quarter. From the 
demand side, while the deceleration was evident from 
other sectors as well, household consumption (68% 
of GDP) led the slowdown, decelerating to 2,3% in 
2008 compared to 6,7% in 2007. The contraction in 
consumption expenditure worsened in the fi rst quarter of 
2009 at negative 4,8% q-q compared to negative 2,7% 
in the previous quarter. The performance of exports and 
imports also refl ected the already tough global economic 
environment. 

In contrast to the trend in developed markets, domestic 
infl ation as measured by CPIX continued rising and 
peaked at 13,6% on an annual basis in August 2008 
before falling to 10,3% in December. At the peak of 
infl ation, food and petrol prices were the main drivers, 
growing respectively at 19,2% and above R10,00 per 
litre. Nevertheless, due to the potential slowdown in 
global economic activity, the South African Reserve Bank 
could not continue with tightening interest rates. They 
had already paused in June with the Repo rate at 12,0%.

The negative growth rate in the fourth quarter prompted 
the SARB to start easing in order to prevent recession. 
The easing cycle started in December, when the repo 
rate was cut to 11,5%, and continued into 2009 with 
a cumulative reduction of 200 basis points, ending at 
9,5% in March 2009. Increased concerns about domestic 
growth, together with major downward revisions to 
the global growth outlook, led to the SARB scheduling 
monthly MPC meetings. This coincided with a shift to 
the new targeted infl ation measure CPI from CPIX, which 
brought infl ation down to an average of 8,4% in the fi rst 
quarter of 2009.

Investors’ fears around the impact of the credit crisis led 
to capital outfl ows, especially from emerging markets. 
Signifi cant portfolio outfl ows contributed to a sharp 
depreciation of the rand from R7,80/$ in June to R11,00/$ 
by the end of October, although the rand recovered 
somewhat to R9,50/$ at the end of the fi nancial year. 
Due to its high reliance on portfolio infl ows, the already 
large current account defi cit placed the economy in a 
vulnerable position. 

The spill-over of the financial crisis to 
the real economy pushed economic 
activity towards negative growth 
levels last seen in the 1930s.
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Investment implications
For the fi rst time in fi ve years, equities offered negative 
returns in the 2008/09 fi nancial year, underperforming 
both cash and conventional bonds. Returns on the 
All-share index recorded negative 28,5% compared 
to 11,1% in the 2008 fi nancial year. In line with the 
deteriorating global activity, demand for commodities 

measured by the Economist metal index fell signifi cantly 
by negative 53,0% from 292,5 to 137,3 points. The 
underperformance in equities is attributed to the abysmal 
negative 38,0% returns delivered by the resources sector 
over the same period. Financials and industrials also 
delivered poor returns of negative 21,2% and negative 
18,7% respectively. 

consumption is still declining and only expected to 
recover later in the year supported by falling interest rates 
and solid wage growth. Support for growth will come 
from infrastructural public sector investment, with real 
GDP projected to grow at negative 2,0% and a moderate 
recovery in 2010. 

Infl ation (CPI) kept surprising on the upside against 
market expectations of a steep downward trend since 
the beginning of the year. With food prices moderating 
and the rand strengthening against the US dollar and 
other currencies, infl ation is likely to trend down. The 
SARB shifted their concern from stimulating growth 
back to infl ation-targeting and pointed out (in the May 
2009 meeting) that the easing cycle is over. The Repo 
rate is therefore expected to remain on hold for the rest 
of the year. On account of slower economic activity, the 
current account defi cit will narrow. Portfolio infl ows are 
increasing in line with the improving global risk appetite, 
making the fi nancing of the defi cit less problematic.

As a commodity currency, the rand will benefi t from a 
combination of commodity price rebound and global 
economic recovery, and is expected to remain strong. 

Conventional bonds have seen their good times and 
currently cannot offer more than they already have. 
Returns on infl ation-linked bonds will decelerate as 
infl ation starts trending down. Equity markets are still 
volatile but given the view that economic growth will 
recover in 2010, equities are likely to outperform bonds 
and cash. 

As global activity slowed in the second half of 2008, 
investors gradually moved from equities to bonds. By 
the end of October the intensity of the fi nancial crisis, 
coupled with monetary policy easing and fi scal stimulus, 
made bonds the best-performing asset class. Infl ation-
linked bonds delivered good returns due to the high 
infl ation environment as depicted in the graph. Cash also 
gave good returns. 

Outlook
Global outlook:
With the exception of a few economies, including China 
and India, the world is in recession (two consecutive 
quarters of negative growth) and will record negative 
growth rates in 2009. Infl ation is currently not a threat 
globally as some countries are experiencing defl ation 
but in the long term, the fi scal stimulus injected in the 
fi nancial system will create infl ationary pressures. The 
road to recovery will be long and gradual; central banks 
have done enough to stimulate the economy as most 
of their rates are close to zero, therefore not much is 
expected in terms of monetary policy movements. Major 
currencies are not expected to show volatile swings until 
such time as the economy starts showing strong signs of 
recovery.

Domestic outlook: 
The contraction in real GDP in the fi rst quarter of 2009 
formally confi rmed that the South African economy is 
in recession. Thus far, short-term indicators show that 
the second quarter will still be negative. Household 

Source: INet-Bridge, PIC estimates
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Investment performance

Portfolio performance review 2008/09
As at 31 March 2009, the fair value of assets under 
management totalled R739,7 billion, compared to 
R786,8 billion in the prior period.

These assets were managed in four main asset classes, 
namely equities, fi xed income investments, properties 
and the Isibaya Fund, a unique asset class that promotes 
job creation, poverty alleviation and economic 
empowerment.

The following is a review of key client portfolios and the 
four investment divisions for the 2008/09 fi nancial year.

Performance of key client portfolios
PIC’s top four clients account for 97% of the total assets 
under management. The following is a brief summary 
of the investment performance of the funds managed 
on behalf of the Government Employees Pension Fund 
(GEPF), the Unemployment Insurance Fund (UIF) 
and the Compensation Commissioner Fund (CC) and 
Compensation Commissioner Pension Fund (CC:PF).

GEPF
GEPF is the largest pension fund in South Africa and the 
seventh largest in the world. The long-term nature of 
GEPF’s liabilities and the size of funds under management 
require very long-term investment horizons and a focus 
on diversifi cation.

The GEPF portfolio underperformed its benchmark by 
a small margin of negative 0,58%. The main contributor 
to this negative performance was equities which 
delivered a negative return of 0,62%. This was due to the 
underperformance of the Financial Sector relative to the 
Financial Index. 

The capital market outperformed the benchmarks on 
both conventional bonds and infl ation-linked bonds by 
0,36% and 0,41% respectively. Cash and money markets 
outperformed its benchmark by 0,5%.

The properties portfolio delivered negative returns of 
4,25% relative to the Investment Property Databank 
(IPD) all properties total return. The underperformance 

is attributed to the conservative cap rate used relative to 
IPD, as well as the concentration of high-grade properties 
in the GEPF portfolio that does not refl ect the mix in IPD 
all property composition.

Isibaya returned negative 28,20% relative to the SA 
10 year bond plus 500 basis points due to the high 
weighting in private equity.

Unemployment Insurance Fund (UIF), 
Compensation Commissioner Pension Fund (CC:PF) 
and Compensation Commissioner Fund (CC)
These clients are social security funds whose investment 
mandates allow for very limited risk and are more focused 
on short-term liquidity and capital preservation.

Overall, UIF, CC:PF and CC outperformed the 
benchmarks set. Bonds outperformed because of the 
short-duration position and the high content of infl ation-
linked bonds. The plain vanilla bond portfolio had a 
short duration in relation to the All Bond Index (ALBI) 
benchmark but made up for the duration by being in 
infl ation-linked bonds to reach the clients’ targeted 
modifi ed duration of approximately six.

Money market funds outperformed the benchmark 
(Alexander Forbes STeFI composite) because of the 
overweight position in the six-month plus area of the 
money market yield curve.

Capital protected equities, based on index tracking with 
derivative overlays, outperformed the SWIX benchmark.

Unemployment Insurance Fund
The Fund’s assets grew by 34,40% for the 12-month 
period ended 31 March 2009. The UIF portfolio 
outperformed its benchmark by 1,33%. All asset classes, 
except the infl ation-linked bond class, contributed 
positively to the outperformance of the portfolio. 
Conventional bonds returned 0,41% and the relatively 
small holding of infl ation-linked bonds underperformed 
by 0,88% relative to its benchmarks. Hedged equities 
outperformed the SWIX benchmark by 18,29% and 
money markets by  0,63% relative to its benchmark.

Despite extremely challenging 
economic and market conditions, PIC 
delivered returns in line with client 
investment mandates.

PIC outperformed both the ALBI and 
STeFI benchmarks and, in doing 

so, exceeded the targets set in 
investment mandates.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Compensation Commissioner Pension Fund
The Fund’s assets grew by 20,39% for the 12-month 
period ending 31 March 2009. The portfolio 
outperformed its benchmark by 0,60%. The 
conventional bonds delivered 0,15% and infl ation-linked 
bonds 0,23% relative to its benchmark returns. Hedged 
equities outperformed the SWIX benchmark by 12,93% 
and money markets 0,80% relative to its benchmark.

Compensation Commissioner Fund
The Fund’s assets grew by 19,24% for the 12-month 
period ending 31 March 2009. This portfolio 
outperformed its benchmark by 1,07%. Conventional 
bonds delivered 0,68% of excess returns while infl ation- 
linked bonds underperformed the benchmark by 1,68%. 
Hedged equities outperformed the SWIX benchmark 
by 12,17% and money markets by 0,79% relative to its 
benchmark.

Fixed income and dealing
In the low-growth environment that prevailed from the 
second half of 2008/09, fi xed investments fared well. 
Amid the fl ight to quality in the wake of the subprime 
crisis, bonds were the strongest-performing asset class 
overall, followed by the money market and cash. In the 
South African bond market, the overall return for the 
year as measured by the ALBI was 13,10%, compared to 
0,62% in the previous year. According to the Alexander 
Forbes short-term fi xed interest (STeFI) index, the 
money market returned 11,79% against the previous 
year’s 9,9%.

In 2008/09, as was also the case in 2007/08, PIC 
outperformed both the ALBI and STeFI benchmarks and, 
in doing so, exceeded the targets set in client investment 
mandates.

Fixed income trends during 2008/09
The position of bonds and equities at the beginning 
of the fi nancial year was quickly reversed. After a very 
weak start, bonds strengthened from June 2008 and, 
by October 2008, had become the preferred asset class 
overall. This turnaround refl ected investors’ increasing 
aversion to risk following the heavy lending losses of 
United States banks, which spread rapidly to fi nancial 
institutions and markets in Europe and the East. In this 
credit-constrained climate, government bonds especially 
were seen as promising the best performance and 
offering the least risk.

As the credit squeeze gripped South Africa, the Reserve 
Bank began an aggressive rate-cutting cycle from 
October 2008. After opening the year at 11% and then 
climbing to 12%, the Repo rate closed the year at 9,5% 
following three rate cuts totalling 250 basis points. 

South African bond yields responded accordingly. Where 
bond yields for the R153 had been trading as high as 
12% in June and July 2008, they strengthened to reach 
a low of 6,5% in March 2009. Also, where bond yields 
started the year with an inverse yield curve and this 
continued for some time, the slope became positive from 
February 2009. This was due to increased government 
bond issuances as implied by the government’s February 
2009 Budget.

The increase in the supply of government bonds is a 
major change in the supply-demand dynamics of the 
South African bond market. Over the past 10 years, 
government has been a net redeemer of bonds and 
issuances were constrained, refl ecting the country’s 
stimulated economy from 1994 onwards. The recent 
increase in supply is a factor of the strains on the 
economy and government’s need to raise debt.

In the money market, short-term rates strengthened as 
the market started to price in that the top of the interest 
rate hiking cycle had been reached. The money market 
then started to strengthen and in November 2008, for 
the fi rst time in a considerable while, longer-term rates 
traded at lower yields than the three-month rate. As a 
result, the yield curve changed from positive to inverse.

It is commendable that all fi xed income portfolios 
outperformed their set benchmarks as per client 
mandates. Furthermore, the best returns in the portfolio 
came from this asset class. 

This can be attributed largely to the portfolio’s 
overweight position in bonds as an asset class and its 
success in taking advantage of the right opportunities 
when presented. At the beginning of the year, the 
portfolio had a short-duration position relative to the 
benchmark but started catching up to a relatively longer 
duration position. As most issuances were in the long 
end of the market, the portfolio was able to increase 
its duration over the year, ending 2008/09 with a 
higher modifi ed duration than the benchmark. This also 
contributed to the portfolio’s outperformance.

The majority of money market portfolios also performed 
better than the benchmark, the Alexander Forbes STeFI 
composite.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Investment performance (continued)

Equities
The 2008/09 fi nancial year was a testing time for the 
South African equities market which, in the wake of 
global market turbulence, produced the poorest returns 
of all asset classes. According to the SWIX benchmark, 
the local equities market shrank 26% during the period, 
with resources plunging the most, 44%, followed by 
industrials at 24% and fi nancials at 18%.

PIC, like all other investors on the JSE, was affected by 
the market turmoil but outperformed its benchmark. 
The value of the listed equities portfolio stood at 
R270 billion as at 31 March 2009, compared to R372 
billion in the prior period. However, on a relative basis, 
the composite equities portfolio managed by PIC 
outperformed its benchmark by 4%. 

PIC’s stronger showing refl ects the Corporation’s 
differentiated equities investment strategy, which takes 
a long-term, bottom-up view. Concentrating on intrinsic 
value and research into specifi c companies, PIC does not 
generally react to short-term trends. This approach is in 
line with the investment mandate of the GEPF, whose 
holdings accounted for 99% of the equities under PIC 
management at fi nancial year-end.

A critical step in carrying out the GEPF’s equities 
mandate, which was revised in the previous fi nancial 
year, was to complete the process of selecting external 
asset managers to manage 25% of the equities held 
on behalf of the GEPF. Another important step was the 
development of a new matrix mechanism to measure the 
triple-bottom line performance of listed companies. 

Selection of external fund managers
In January 2009, PIC successfully concluded an 18-month 
process by awarding the tender issued for the externally 
managed component (25%) of the GEPF’s equities 
portfolio. From the 77 tenders received in response to 
PIC’s request for proposals, 57 were short listed for due 
diligence and 16 fund managers were fi nally selected. 
These fund managers began managing their portfolios of 
shares as from 1 April 2009. 

As the following table shows, the new equity fund 
structure allocated fi ve types of mandates to the 
successful fund managers.

 Mandate Asset manager

General equity Absa
 Coronation
 Kagiso
 Stanlib
 Taquanta

Style Cadiz
 Frater
 Omigsa

Industry (Resources,  Prudential
Financial, Industrial) Investec
 SIM
 Coronation

Incubation managers Argon
 Afena

Listed property  Catalyst
 Meago
 Sortino

The equity tender was noteworthy for several reasons. 
Firstly, it was one of the most inclusive tenders of its 
kind in South Africa to date. An open tender process 
was followed, which was advertised in the national 
press, giving every fund manager in the country 
the opportunity to tender. As the tender numbers 
demonstrate, this approach gave PIC the widest possible 
choice of managers and funds from which to select the 
optimal blend.

A second characteristic of the tender process was the 
attention given to governance issues, starting with 
the appointment of an independent advisor and an 
independent legal fi rm to oversee the process. The entire 
process was audited by Ernst & Young, who found no 
material incidents of non-compliance. The independent 
legal advisor concluded that the process was conducted 
fairly, equitably and transparently, in accordance with the 
dictates of good corporate governance.

PIC concentrates on intrinsic value 
and research, and does not generally 

react to short-term trends.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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A third important feature of the tender was the 
balance achieved between well-established asset 
managers and emerging black asset managers with 
shorter performance track records. Broad-based black 
economic empowerment (BBBEE) carried a signifi cant 
weighting in the tender, in line with the GEPF mandate 
of contributing to industry transformation through the 
participation of BEE managers and the development of 
an incubation fund. 

The outcome was a well-balanced equity fund structure 
comprising specialist and emerging asset managers able 
to manage differentiated investment mandates. This 
blend consists of funds that individually have diversifi ed 
sources of alpha with the aim of ensuring growth over 
the long term and a stable outcome under different 
market conditions. With this in mind, the blend will be 
managed actively, with an up-to-date data base being 
kept on all the managers, their products and their 
performance.

Promoting corporate governance externally
In the past few years, PIC has become increasingly 
active in encouraging listed companies and other asset 
managers to focus on triple bottom line investment 
issues. This culture of shareholder activism gained 
momentum in 2008/09 when PIC published its voting 
position at annual general meetings of listed companies 
in which it invests, and also developed a matrix 
mechanism to score the social, environmental and 
governance performance of listed entities.

During the year under review, PIC voted at all the annual 
general meetings of companies in which it is invested 
on behalf of its clients. In voting, the Corporation took 
a strong position against practices such as retrospective 
approval of directors’ remuneration, poor attendance of 
board meetings and any conduct that could compromise 
director independence. Special focus was also given to 
executive remuneration, especially with regard to share 
options.

To further enhance corporate governance in the listed 
sector, PIC completed the development of the new 
matrix mechanism to measure triple bottom line 
performance. Unlike existing mechanisms that only 
measure conformance, usually through a tick-box 
approach, this mechanism assesses both conformance 
and performance. This mechanism will be used to 
engage extensively with the top 40 listed companies in 
which PIC’s clients are invested. 

Properties
In challenging market conditions, the PIC Properties 
portfolio stood its ground in 2008/09. Existing properties 
largely retained their values and the selective acquisition 
of new properties increased the total value of the 
portfolio by almost 25,64%. In total, the portfolio 
returned 1,1% for the year, while the three-year return 
came in at 12,3% per year.

The performance of Properties during the year refl ects 
the strategy that PIC has been pursuing for the past 
three years. Essentially, this strategy has been to build up 
a prime portfolio of high-quality, A-grade commercial 
offi ce, retail and industrial properties that will provide 
consistent returns in the long run. This strategy favours 
lower risk investments, with stable income streams in the 
form of high-end properties in excellent locations with 
single tenants on long-term leases. 

Value of the portfolio
The market value of the portfolio was R23,4 billion as at 
31 March 2009, compared to R18,6 billion in the prior 
period. This was based on valuations conducted in June 
2009 by independent valuers, and approved by the PIC 
Valuations Committee.

The table below shows the growth in value of PIC 
Properties, which consists of directly held, indirectly held 
(unlisted) and listed properties:

 March 09 March 08
 R’million R’million

Listed 8 435 7 866
Directly held 5 552 3 029
Indirectly held 9 043 7 701
Developments 344

Total value 23 374 18 596

Owing to the 25,64% increase in the value of properties 
for the year, the portfolio accounted for 3,54% of all 
GEPF assets under management as at 31 March 2009, 
compared to 2,6% in March 2008. 

In line with the GEPF’s investment mandate, the aim is to 
continue growing this portfolio to 5% of GEPF AUM over 
the next three years.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Acquisitions in 2008/09
Compared to the previous fi nancial year, the property 
acquisition strategy of 2008/09 was less aggressive. The 
acquisition strategy for the year also focused more on 
growing the unlisted and direct holdings. 

Having concluded a number of signifi cant transactions 
in 2006/07 and 2007/08, including the acquisition and 
subsequent delisting of CBS, there was a need to appraise 
and consolidate the portfolio’s property management 
staff, processes and systems.

The increase in human capital has brought about a 
wealth of property management expertise, allowing the 
portfolio to bring virtually all property management 
functions in-house. This process has allowed for the 
alignment of management mandates as well as cost 
benefi ts for the underlying portfolio. 

PIC Properties entered into two signifi cant transactions 
during the year under review. The largest was the 
acquisition of the Zenprop portfolio, consisting of 
48 properties. This acquisition has added signifi cant 
value to the portfolio through its concentration of high-
end commercial offi ce properties and the improved 
geographical diversifi cation it afforded. 

The other important transaction of the year was 
the purchase of the remaining 40% of Advent Asset 
Management from Futuregrowth. This niche asset 
management business focuses solely on the provision of 
retail centres to previously underserviced areas. Advent 
manages the assets of the Community Property Fund, 
which consists of 26 malls in rural and urban townships 
throughout South Africa.

Performance in 2008/09
Income and capital returns in the South African 
commercial property market dipped sharply towards the 
end of the fi nancial year in response to tough economic 
and market conditions.

Directly held properties
Directly held properties refer to properties in which PIC’s 
clients hold the title deeds. During the year under review, 
this portfolio’s focus on offi ce and industrial properties 
was sharpened with the acquisition from Zenprop.

As at 31 March 2009, the directly held portfolio was 
valued at R5,6 billion, showing growth of R2,5 billion, 
or 83%. 

The table below shows the IPD and directly held income 
and capital returns:

  IPD PIC – Direct

Capital return (%) 4,4 (2,15)
Income return (%) 8,3 9,82 

Total return 12,7 7,67 

Income growth
The directly held portfolio delivered a total return of 
7,67%, comprising an income return of 9,82% and 
negative capital return of 2,15%. 

The portfolio’s solid income return was based on its high 
quality, which has increased signifi cantly over the past 
three years and ensures secure income streams going 
forward. By way of example, the offi ce component had 
a 63% weighting of the total portfolio as at 31 March 
2009, of which 58% consisted of Premium grade and 
A grade offi ces.

Investment performance (continued)
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*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Indirectly held properties
This component of the portfolio consists of PIC’s strategic 
investments in the Airports Company of South Africa 
(ACSA), Pareto Limited, the Community Property Fund 
and CBS. 

The value of indirectly held properties increased to 
R9,04 billion as at 31 March 2009, representing growth 
of 17%. 

PIC’s listed portfolio produced a total return of 2,41% 
for the 12 months ending 31 March 2009, against the 
J253T listed property benchmark return of 5,78%. 
The underperformance was due to the overweight 
position in SA Corporate Real Estate, which returned 
negative 10,4%.
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Listed properties
This portfolio consists of the PIC’s investments in 
property investment companies listed on the JSE, 
including GrowthPoint.

As at 31 March 2009, the listed portfolio was valued at 
R8,4 billion, an increase of 7% compared to the previous 
period. The main growth driver behind the purchase 
activity was share pricing refl ecting good value.

The ACSA investment retained its 2007/08 value of 
R1,6 billion. 

For the year ended 31 March 2009, the indirectly held 
portfolio returned negative 1,8% against the benchmark 
of CPI+5% of 13,53%. 

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Conclusion
Over the past three to four years, the PIC has positioned 
the GEPF property portfolio to be one of the highest 
quality that can deliver consistent income returns over 
the long term. It covers the full spectrum of high-quality 
commercial offi ce, retail and industrial property and is 
increasingly well represented geographically. With the 
portfolio’s conservative methodology for rentals and 
escalations, its sober approach in the good times pays off 
in the bad times by supporting consistent income returns 
and withstanding the short-term volatility of the market.

Isibaya Fund
Socially responsible investment (SRI) is coming to the 
fore amid growing recognition that social, environmental 
and governance issues can be integrated into investment 
decisions without detracting from investment returns. 
PIC and its biggest client, the GEPF, are leaders in 
promoting SRI, not just as signatories to responsible 
investment principles such as those of the United Nations 
Global Compact but also in terms of asset allocation and 
fund management. 

Through the Isibaya Fund, which PIC manages, GEPF has 
for the past 10 years been allocating a signifi cant portion 
of funds to investments that enhance the greater good 
of society and the economic transformation of South 
Africa. As at 31 March 2009, the Isibaya Fund portfolio 
was valued at R30,98 billion, accounting for 5% of GEPF 
assets under management.

Refocusing the Isibaya Fund
On being established in 1997, the Isibaya Fund’s chief 
purpose was to contribute to the socio-economic 
transformation and development of South Africa. Its 
main focus was on direct private equity and third-
party fi nancing to promote black business ownership 
and participation, and on fi nancing infrastructure 
investments that encouraged job creation and economic 
competitiveness.

Over time, as the concept of SRI has evolved and become 
more refi ned, it has become necessary to focus on 
SRI more explicitly. Hence, an investment subdivision 
known as Dinamane was established within Isibaya to 
manage SRI projects, accounting for 40% to 50% of the 
total funds allocated to Isibaya. These projects would 
concentrate on investments with a social, environmental 
and corporate governance impact:

• Social impact refers to investments geared to job 
creation and poverty alleviation; education, training 
and skills development; economic and social 
empowerment; entrepreneurship support; economic 
growth and benefi ciation, and regional upliftment.

• Environment impact refers to investments that use 
natural resources in a sustainable way, promote 
sound environmental practices and reduce negative 
environmental effects.

• Corporate governance refers to investments that 
promote and implement effective corporate 
governance practices. 

Within the private equity part of the portfolio, the 
Isibaya Fund was very successful at promoting black 
business ownership and participation. Given the 
current dominance of private equity in the Fund, 
it is clear that the transition towards the new asset 
allocation will take place over time. However, the 
unwinding of the MTN and Telkom transactions will 
free up a considerable amount of funding for new 
investments, particularly SRI.

Portfolio performance
The total value of the assets in the Isibaya Fund stood at 
R30,98 billion as at 31 March 2009. 

The table below shows the asset allocation and market 
value per investment category. 

 Market value as at
 Investment category 31 March 2009

Private Equity  R29,03 billion
Private Equity Fund of Funds R417 million
Dinamane Infrastructure R441 million
Dinamane Development Finance R868 million
Dinamane Fund of Funds R223 million

Total R30,98 billion

The Isibaya Fund was benchmarked at the SA 10 
year bond plus 500 basis points. The relative return 
was negative 28,20% refl ecting the tough economic 
environment for equities.

Investment performance (continued)

As the concept of SRI has evolved 
and been refined, it has become 
necessary to focus on SRI more 

explicitly.

*  The calculations and disclosure of fair value are based on standard market practice and have not been amended to take into account fair value adjustments 
as required by SA GAAP.
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Risk statement

Introduction
Risk is inherent in any business. PIC deems risk 
management to be a core competency that forms an 
integral component of its processes. Furthermore, the 
Corporation views risk management as evolutionary, 
necessitating continual improvement in processes and 
controls in order to achieve a sustainable business. 

PIC’s clients, including PIC Operations Fund (PICOF), 
dictate specifi c risk parameters in accordance with their 
risk appetite, which is expressed in formal investment 
mandates. However, the ultimate responsibility for 
risk management oversight lies with the PIC Board of 
Directors. The Board determines the overall risk policy 
and culture but relies on management to operate 
within the established control structures and approved 
frameworks. The Board has accordingly delegated 
responsibility for implementation of the PIC Risk 
Framework to management, thereby promoting a culture 
of ownership and accountability. 

Senior management has an active role in the risk 
processes of PIC and is responsible for maintaining 
and enforcing compliance with the Risk Management 
Framework and policies. Senior management also 
ensures consistent adoption of policies and procedures 
for measuring, managing and reporting risk. The Board is 
kept abreast of developments through formal reporting 
structures.

The investment of client funds is to achieve the best 
possible risk-adjusted return which is a core function 
and objective of PIC. In this regard, it should be noted 
that no risk management system can ever be exhaustive, 
given that risk management is evolutionary. The goal is 
therefore to ensure that if any risk-related losses arise, 
they occur within acceptable and predefi ned levels.

Risk governance structures
The following Board sub-committees have been 
delegated to deal with risk-related responsibilities in 
the Corporation:

The importance of responsible risk 
management was starkly underlined during 
2008/09 when the global financial services 
sector experienced high levels of turbulence 
and incurred heavy risk-related losses.

Investment Committee is responsible for matters related 
to PIC investment activities, investment policy and 
strategy implementation.

Audit and Risk Committee is responsible for the 
safeguarding of assets, the operation of adequate systems 
and controls, effective risk management and audit 
processes, ensuring good corporate governance and 
compliance with all statutory and regulatory legislation.

PIC management assumes operational responsibility 
across all business areas, with risk managed by the 
following management committees:

Portfolio Management Committee is responsible for 
all listed investment management activities, including 
mitigating risks that arise in investments in capital 
markets, money markets, equities and externally 
managed funds.

Valuations Committee is responsible for considering 
the valuations of unlisted investments and making 
recommendations to the Board for approval.

Information Management Steering Committee is 
responsible for information technology and information 
management-related risks. It also manages the PIC 
disaster recovery plan and business continuity risk, as well 
as the IT infrastructure of the Corporation, and reports to 
the Executive Committee.

Executive Committee is responsible for reviewing and 
recommending to the Investment Committee any new 
business and investment opportunities that may arise 
across all investment classes. 

Risk function
Key risks
During the course of conducting its business, PICOF is 
exposed to a variety of risks that may arise for various 
reasons that are inherent in the investment management 
process. These risks are managed in accordance with 
Board-approved investment mandates and with 
established and approved risk management policies 
and procedures. The key objective of PICOF is capital 
preservation and liquidity. These policies and procedures 
include limit setting on individual assets, sectors and asset 
classes, while being cognisant of the relationships between 
assets and the liabilities at PIC in diversifying investment 
risk. A summary of major risks that are of particular 
signifi cance to PICOF follows:

PIC Operations Fund (PICOF)
Asset allocation

 Year 2008/09 2008/09 2007/08 2007/08

Asset sector Asset value % allocation Asset value % allocation
Cash R53 414 611 21  R1 206 159  1
Money market  R199 590 397 78  R183 332 703  99
Equities R1 202 183 1 – 0

Total  R254 207 191 100  R184 538 862  100
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The operational controls implemented to manage risks 
arising from market volatility include:
• Management of monies in accordance with investment 

mandates, which dictate the investment parameters, 
maximum holdings and investment limits;

• Portfolio review by virtue of daily access to portfolio 
information and regular reporting;

• Monitoring of positions against mandate limits, and
• Auditing by internal and external auditors.

The degree of market risk prevalent in any portfolio 
is primarily determined by the benchmark portfolio 
composition, as expressed in the investment mandate. 

Interest rate risk
This is a risk of potential fi nancial loss as a result of 
adverse movements in interest rates that affect the value 
of interest-bearing instruments. PICOF has exposure to 
interest rate sensitive instruments as stated above. 
The investment mandates prescribe how the assets 
should be managed, in line with liquidity needs and 
liability profi les. 

PICOF interest rate sensitivity analysis
2008/09
Since the fund has a 96,51% allocation to money market 
instruments, increases in interest rates would result in a 
decrease in the value of the fund. The exception to this 
rule is deposits (the DS04 instruments) where increases in 
interest rates result in an increase in return.

Floating Rate Notes (FI01) are fi nancial instruments which 
have longer maturities than one year and pay coupons 
linked to the three-month JIBAR interest rate every 
quarter. Since the coupons are reset every quarter to the 

 Market returns from 
 01/04/ 2008 – 31/03/2009 %

STeFI Composite (Money Markets) 11,79
ILBs (BESA/Barclays index) 10,21
Bonds (ALBI) 13,10
Equities  -28,54
SA Listed Property  5,78

During the period under review, the best returns in the 
South African market came from the money markets and 
bonds. Since the PICOF was substantially allocated to 
money markets (96,51% in 2008/09 versus 99,35% in 
2007/08), the asset allocation strategy proved effective 
in immunising the fund against the volatile market 
conditions and the objective of ensuring low risk for the 
fund was met.

Market risk
Market risk is the potential loss due to adverse movement 
in the market value of assets.

The fi nancial services industry is infl uenced by various 
unpredictable factors, including economic conditions, 
monetary and fi scal policies, market liquidity, cost and 
availability of capital, political events, acts of terror and 
investor sentiment. Any change to these factors may 
result in volatility in interest rates, exchange rates, equity 
and commodity prices and credit spreads. Such volatility 
could cause a negative movement in the market value of 
investments, thereby adversely impacting PIC’s revenue 
stream, which is directly dependent on the value of 
assets under management. 

PICOF asset allocation as at 31 March 2009
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Risk statement (continued)

The world’s fi nancial markets experienced extraordinary 
turbulence during the past year. Globally, equities 
markets were especially hard hit and delivered the worst 
returns of all asset classes over the period. Since the 

PICOF has a minuscule allocation to equities (0,23%), 
the fund has been largely immune to the equity market 
volatility.
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run using the full valuation approach (the most accurate 
method of measuring exact price changes to movements 
in interest rates.) The basis point (BP) movement up and 
down refers to a revaluation at the mark to market on 
31 March 2009 plus the number of basis points 
movement indicated in the relevant columns. 

prevailing interest rates, they are traditionally viewed as 
having little interest rate risk and are treated as money 
market instruments. The modifi ed duration of these 
instruments is simplistically calculated as the number of 
days to the next quarterly payment divided by 365. 

Please refer below to the sensitivity analysis of the money 
market portfolio for 2008/09. The sensitivity analysis was 

Table 1: Sensitivity analysis for 2008/09

 R’ million -200 (BP) -150 (BP) -100 (BP) -50 (BP) 0 (BP) 50 (BP) 100 (BP) 150  (BP) 200 (BP)

Total 199  199  199  199  200  200  200  200  200 

% change -0,43 -0,32 -0,21 -0,11 100,00 0,11 0,21 0,32 0,43

Total excl 
deposits 40  40  40  40  40  40  40  40  40 

% change 0,60   0,30 0,15 100,00 -0,15% -0,29 -0,44 -0,59

As can be seen from the above, a very extreme 
movement in interest rates of 200 basis points (2%) 
would result in a 0,59% loss in value of the portfolio, 
whereas a decrease of 200 basis points (2%) in interest 
rates would result in a 0,60% increase in the value of the 
fund (excluding deposits). The larger price increase due 
to interest rates dropping by 2% versus interest rates 
increasing by 2% is due to the convexity of the portfolio, 
which is a very benefi cial aspect of the portfolio. 

As can be seen, the money market instruments are not 
very sensitive to adverse shifts due to their low rand per 
basis point value, which is a function of the maturity date 
being less than one year. 

As a direct comparison to 2007/08, it is clear that the 
differences are minuscule (again looking at the sensitivity 

excluding deposits). For example, a 200 basis point 
move up in 2007/08 was associated with a price change 
negative 0,75% versus negative 0,59 %. The difference 
of 16 basis points over the year will have been due to 
changes in interest rates for the year ended 31 March 
2009 and the pool of money market instruments 
invested. 

Liquidity risk
Liquidity risk arises when insuffi cient liquid assets, such 
as cash and readily convertible securities, are available to 
enable PIC to meet its obligations when due. The PICOF’s 
strategic asset allocation stipulates a range of 70% – 80% 
of the total holdings that must comprise liquid assets. 

PICOF – Maturity analysis for interest bearing assets
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Risk statement (continued)

Credit risk
The business is exposed to the potential for credit-
related losses that can result due to a counterparty or 
issuer being unable or unwilling to honour contractual 
obligations. The exposures may arise, for instance, from a 
deterioration in a counterparty’s fi nancial position, from a 
reduction in the value of securities held as collateral and 
from entering into contracts under which counterparties 
have long-term obligations to repay the Corporation. 

The PIC Credit Risk Policy, which is a standard inclusion 
in the mandate, is the primary tool used to constrain the 
magnitude and tenure of exposures to counterparties 
and issuers. The mandate of the PIC Operations Fund 
permits investment in the following asset classes: cash, 
money markets, debt capital markets that are less than 
seven years and equities. 

Factors that infl uence PIC’s credit decisions include credit 
rating agencies, assessments of the general operating 
environment, the competitive market position of a 
counterparty or issuer, reputation, deal tenure (as longer-
dated deals increase uncertainty of repayment), the level 

and volatility of earnings, corporate governance, risk 
management policies, liquidity and capital management.

Credit risk limits incorporate measures of both current 
and potential exposures and are set and monitored 
by broad risk type, product type and maturity. Credit 
mitigation techniques are transaction dependent but 
may include, where appropriate, the right to be furnished 
with collateral or an equity injection by counterparties, 
particularly in unlisted investments.

PIC manages credit risk by utilising various best practice 
models as a guide on limit setting for banks and ratings 
from external credit rating agencies on counterparties. 
Limits are approved by the relevant committees, in 
accordance with the Board-approved delegation of 
authority. Risk reports on these exposures are regularly 
submitted to the Portfolio Committee, Investment 
Committee, Audit and Risk Committee and Board. 

At fi nancial year end 31 March 2009, the credit rating 
distribution on interest-bearing exposures for PICOF was 
as follows:
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PICOF – Credit rating composition as at  31 March 2009
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Besides considering investment valuations, the 
Valuations Committee also evaluates potentially 
distressed investments with a view towards protection 
against unacceptable credit-related losses. Some of the 
impairment testing factors utilised in the PIC’s credit 
process include:

• Signifi cant fi nancial diffi culty;
• Payment defaults;
• Renegotiation of the terms of the asset due to fi nancial 

diffi culty of the borrower;
• Signifi cant restructuring due to fi nancial diffi culty or 

expected bankruptcy;
• Disappearance of an active market for an asset due to 

fi nancial diffi culty;

• Observable data indicating that there is a measurable 
decrease in the estimated future cash fl ows from the 
entity’s fi nancial assets since their initial recognition, 
although the decrease cannot yet be identifi ed with 
the individual assets in the group, and

• An indication that the originally anticipated cash fl ows 
from the instrument are not recoverable.

Collateral risk
This is regarded as integral to credit risk. No collateral 
was held on PICOF for the period under review, which is 
consistent with previous periods.
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Concentration risk
Concentration risk is the risk of losses arising due to 
poor diversifi cation within funds. This relates to both 
credit and market risk as excessive concentrations in 
a particular or correlated asset class, sector, issuer, 
term structure or fi nancial instrument type can result 
in undesirable risk exposures. PIC manages this risk in 
accordance with the investment mandates, which dictate 
the level of concentration. Fixed income investments are 
diversifi ed across maturities in accordance with the BESA 
All Bond Index. Money market investments are spread 
across banks to reduce and diversify the portfolio’s 
concentration risk. This reduces the risk the portfolio 
has to the domestic fi nancial market in the event that a 
liquidity crisis is suffered by an issuer. 

Investment risk
Investment risk is the risk of a loss due to a decrease 
in market value of assets arising from an incorrect 
investment valuation. Every investment proposal 
follows an internal investment process and is subject 
to continuous monitoring throughout the transaction 
tenure. The implementation of policies and procedures 
that manage investment and other related risks has 
contributed signifi cantly to reducing the probability of 
investment risk occurring. Valuations are undertaken 
quarterly and are subject to approval by the Valuations 
Committee, and the Board annually.

Operational risk
Operational risk is the risk of fi nancial and/or reputational 
loss arising from human or system error, from a failure 
in internal procedures, or from external factors that are 
not a consequence of investment risk in the portfolio. 
Examples of risk categories are errors in transaction 
settlements, PIC’s inability to recruit and retain 
employees with appropriate expertise, IT system down 
time or delivery failure by external suppliers. Risks of 
this nature are managed through systems of internal 
control and annual external audits, as well as continuous 
internal audits to review the effectiveness of the control 
environment, risk management programmes and 
external insurance policies.

The PIC Risk Framework approved by the Board sets out 
how risks should be managed across the Corporation. 
The Internal Audit department conducts regular tests to 
ensure organisation-wide compliance. An enterprise-wide 
risk analysis is undertaken annually to assess areas where 
risk treatment needs to be prioritised. The outputs of 
the enterprise-wide risk assessment accordingly inform 
amendments to the PIC’s Risk Framework policies and 
procedures. 

Regulatory and legislative risks
As the fi nancial services environment is highly regulated, 
PIC’s business could be seriously impacted by non-
compliance with regulatory and legislative requirements. 
In recent years, changes have been made in the 
corporate governance arena, as well as to anti-money 
laundering laws, the requirements for disclosing confl icts 
of interest and qualifi cations, auditor independence and 
disclosure practices. 

PIC’s Compliance and Internal Audit departments 
undertake frequent reviews to ensure compliance with 
relevant legislation. The major pieces of legislation with 
which the PIC must comply are:
• Security Services Act;
• Financial Intelligence Centre Act;
• Financial Advisory and Intermediary Services Act;
• Companies Act;
• Financial Institutions Protection of Funds Act;
• Public Finance Management Act;
• Promotion of Access to Information Act; and
• Preferential Procurement Policy Framework Act

The Compliance department ensures PIC’s compliance 
with international laws and regulations where the PIC has 
interests, including Financial Services Authority (FSA) and 
the Swiss Exchange. 
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REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE GROUP 
FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF THE 
PUBLIC INVESTMENT CORPORATION LIMITED FOR THE YEAR ENDED 
31 MARCH 2009

REPORT ON THE FINANCIAL STATEMENTS

Introduction
1. I have audited the accompanying group fi nancial statements and fi nancial statements of the Public Investment 

Corporation Limited which comprise the consolidated and separate balance sheet as at 31 March 2009, and 
the consolidated and separate income statement, the consolidated and separate statement of changes in equity 
and the consolidated and separate cash fl ow statement for the year then ended, and a summary of signifi cant 
accounting policies and other explanatory notes, and the directors’ report, as set out on pages 42 to 77.

The accounting authority’s responsibility for the financial statements
2. The accounting authority is responsible for the preparation and fair presentation of these fi nancial statements in 

accordance with the South African Statements of Generally Accepted Accounting Practice (SA Statements of GAAP) 
and in the manner required by the Public Finance Management Act, 1999 (Act No. 1 of 1999) (PFMA) and the 
Companies Act of South Africa and for such internal control as the accounting authority determines is necessary 
to enable the preparation of fi nancial statements that are free from material misstatement, whether due to fraud 
or error. 

The Auditor-General’s responsibility
3. As required by section 188 of the Constitution of the Republic of South Africa, 1996 read with section 4 of the 

Public Audit Act, 2004 (Act No. 25 of 2004) (PAA), my responsibility is to express an opinion on these fi nancial 
statements based on my audit.

4. I conducted my audit in accordance with the International Standards on Auditing read with General Notice 616 
of 2008, issued in Government Gazette No. 31057 of 15 May 2008. Those standards require that I comply with 
ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the fi nancial 
statements are free from material misstatement. 

5. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
fi nancial statements. The procedures selected depend on the auditor’s judgement, including the assessment of 
the risks of material misstatement of the fi nancial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of 
the fi nancial 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 management, as well as evaluating the overall presentation of the fi nancial statements.

6. I believe that the audit evidence I have obtained is suffi cient and appropriate to provide a basis for my 
audit opinion.

Opinion
7. In my opinion these fi nancial statements present fairly, in all material respects, the consolidated and separate 

fi nancial position of the Public Investment Corporation Limited group as at 31 March 2009 and its consolidated 
and separate fi nancial performance and its consolidated and separate cash fl ows for the year then ended, in 
accordance with the South African Statements of Generally Accepted Accounting Practice (SA Statements of  
GAAP) and in the manner required by the PFMA and the Companies Act of South Africa.
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Other matters
Without qualifying my opinion, I draw attention to the following matters that relate to my responsibilities in the audit 
of the fi nancial statements:

Governance framework
8. The governance principles that impact the auditor’s opinion on the fi nancial statements are related to the 

responsibilities and practices exercised by the accounting authority and executive management and are refl ected in 
the key governance responsibilities addressed below:

Key governance responsibilities
9. The PFMA tasks the accounting authority with a number of responsibilities concerning fi nancial and risk 

management and internal control. Fundamental to achieving this is the implementation of key governance 
responsibilities, which I have assessed as follows:

No Matter Yes No

  Clear trail of supporting documentation that is easily available and provided in a
timely manner

1.  No signifi cant diffi culties were experienced during the audit concerning delays or the
availability of requested information. ✓

 Quality of fi nancial statements and related management information
2.  The fi nancial statements were not subject to any material amendments resulting from

the audit. ✓

3.  The annual report was submitted for consideration prior to the tabling of the 
auditor’s report. ✓

 Timeliness of fi nancial statements and management information
4.  The annual fi nancial statements were submitted for auditing as per the legislated

deadlines section 55 of the PFMA. ✓

 Availability of key offi cials during the audit
5.  Key offi cials were available throughout the audit process. ✓

  Development and compliance with risk management, effective internal control
and governance practices

6. Audit committee  
 •  The entity had an audit committee in operation throughout the fi nancial year. ✓

 •  The audit committee operates in accordance with approved, written terms of reference. ✓

 •  The audit committee substantially fulfi lled its responsibilities for the year, as set out in
section 77 of the PFMA and Treasury Regulation 27.1.8. ✓

7. Internal audit
 •  The entity had an internal audit function in operation throughout the fi nancial year. ✓

 •  The internal audit function operates in terms of an approved internal audit plan. ✓

 •  The internal audit function substantially fulfi lled its responsibilities for the year, as set
out in Treasury Regulation 27.2. ✓

8.  There are no signifi cant defi ciencies in the design and implementation of internal 
control in respect of fi nancial and risk management. ✓

9.  There are no signifi cant defi ciencies in the design and implementation of internal 
control in respect of compliance with applicable laws and regulations.  ✓

10.  The information systems were appropriate to facilitate the preparation of the 
fi nancial statements. ✓

11.  A risk assessment was conducted on a regular basis and a risk management strategy, 
which includes a fraud prevention plan, is documented and used as set out in Treasury 
Regulation 27.2. ✓

12. Powers and duties have been assigned as set out in section 56 of the PFMA. ✓



P u b l i c  I n v e s t m e n t  C o r p o r a t i o n  A n n u a l  R e p o r t  2 0 0 94 0

REPORT OF THE AUDITOR-GENERAL TO PARLIAMENT ON THE GROUP 
FINANCIAL STATEMENTS AND PERFORMANCE INFORMATION OF THE 
PUBLIC INVESTMENT CORPORATION LIMITED FOR THE YEAR ENDED 
31 MARCH 2009 (continued)

No Matter Yes No

 Follow-up of audit fi ndings
13. The prior year audit fi ndings have been substantially addressed. ✓

14. SCOPA/Oversight resolutions have been substantially implemented. N/A 

 Issues relating to the reporting of performance information
15.  The information systems were appropriate to facilitate the preparation of a performance 

report that is accurate and complete. ✓

16.  Adequate control processes and procedures are designed and implemented to ensure 
the accuracy and completeness of reported performance information. ✓

17.  A strategic plan was prepared and approved for the fi nancial year under review for 
purposes of monitoring the performance in relation to the budget and delivery by the 
Public Investment Corporation against its mandate, predetermined objectives, outputs, 
indicators and targets (Treasury Regulation 29.1). ✓

18.  There is a functioning performance management system and performance bonuses 
are only paid after proper assessment and approval by those charged with governance. ✓

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

Reporting on performance information
10. I have reviewed the performance information as set out on page 8.

The accounting authority’s responsibility for the performance information
11. The accounting authority has additional responsibilities as required by section 55(2)(a) of the PFMA to ensure 

that the annual report and audited fi nancial statements fairly present the performance against predetermined 
objectives of the public entity.

The Auditor-General’s responsibility
12. I conducted my engagement in accordance with section 13 of the PAA read with General Notice 616 of 2008, issued 

in Government Gazette No. 31057 of 15 May 2008.

13. In terms of the foregoing my engagement included performing procedures of an audit nature to obtain suffi cient 
appropriate evidence about the performance information and related systems, processes and procedures. The 
procedures selected depend on the auditor’s judgement.

14. I believe that the evidence I have obtained is suffi cient and appropriate to report that no signifi cant fi ndings have 
been identifi ed as a result of my review.

APPRECIATION
15. The assistance rendered by the staff of the Public Investment Corporation Limited during the audit is sincerely 

appreciated.

Pretoria
9 September 2009
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Directors’ responsibilities and approval

The directors are required by the Companies Act of South Africa, 1973, to maintain adequate accounting records 
and are responsible for the content and integrity of the annual fi nancial statements and related fi nancial information 
included in this report. It is their responsibility to ensure that the annual fi nancial statements fairly present the state 
of affairs of the Group as at the end of the fi nancial year and the results of its operations and cash fl ows for the year 
then ended, in conformity with South African Statements of Generally Accepted Accounting Practice and in terms of 
Treasury Regulation 28.1.1 of the Public Finance Management Act, 1999 (Act No 1 of 1999, as amended). The external 
auditors are engaged to express an independent opinion on the annual fi nancial statements. The prescribed disclosure 
of emoluments in terms of Treasury Regulations 28.1.1 is refl ected under the “disclosure of remuneration section”.

The annual fi nancial statements are prepared in accordance with South African Statements of Generally Accepted 
Accounting Practice and are based upon appropriate accounting policies consistently applied and supported by 
reasonable and prudent judgements and estimates.

The directors acknowledge that they are ultimately responsible for the system of internal fi nancial control established 
by the Group and place considerable importance on maintaining a strong control environment. To enable the directors 
to meet these responsibilities, the Board of Directors sets standards for internal control aimed at reducing the risk of 
error or loss in a cost effective manner. The standards include the proper delegation of responsibilities within a clearly 
defi ned framework, effective accounting procedures and adequate segregation of duties to ensure an acceptable level 
of risk. These controls are monitored throughout the Group and all employees are required to maintain the highest 
ethical standards in ensuring the Group’s business is conducted in a manner that in all reasonable circumstances is 
above reproach. The focus of risk management in the Group is on identifying, assessing, managing and monitoring 
all known forms of risk across the Group. While operating risk cannot be fully eliminated, the Group endeavours 
to minimise it by ensuring that appropriate infrastructure, controls, systems and ethical behaviour are applied and 
managed within predetermined procedures and constraints.

The directors are of the opinion, based on the information and explanations given by management, that the system 
of internal control provides reasonable assurance that the fi nancial records may be relied on for the preparation of the 
annual fi nancial statements. However, any system of internal fi nancial control can provide only reasonable, and not 
absolute, assurance against material misstatement or loss.

The directors have reviewed the Group’s cash fl ow forecast for the year to 31 March 2010 and, in the light of this 
review and the current fi nancial position, they are satisfi ed that the Group has access to adequate resources to continue 
in operational existence for the foreseeable future.

The annual fi nancial statements have been audited by the Auditor-General, who was given unrestricted access to 
all fi nancial records and related data, including minutes of all meetings of shareholders, the Board of Directors and 
committees of the Board. The directors believe that all representations made to the independent auditors during their 
audit are valid and appropriate.

The external auditors are responsible for auditing and reporting on the Group’s annual fi nancial statements. The annual 
fi nancial statements have been examined by the Group’s external auditors and their report is presented on pages 38 
to 40.

The annual fi nancial statements set out on pages 42 to 78, which have been prepared on the going concern basis, were 
approved by the Board of Directors on 1 August 2009 and were signed on its behalf by:

Mr Nhlanhla Nene, (Deputy Minister of Finance) Mr Brian Molefe
(Chairman) (Non-executive) (Executive) (CEO)
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Directors’ report

The directors submit their report for the year ended 31 March 2009.

1. Review of activities
Main business and operations
The Group is engaged in investment management and operates principally in South Africa with the exception of 
Harith which manages investments on the African continent on behalf of its clients.

The operating results for the year were satisfactory as set out in the fi nancial statements. The fi nancial position of 
the Group is stable and in line with the Group’s objective of being self-sustainable.

2. Post balance sheet events
The directors are not aware of any matter or circumstance arising since the end of the fi nancial year that could 
infl uence the economic decisions of users taken on the basis of the fi nancial statements, except as disclosed in the 
annual fi nancial statements.

3. Authorised and issued share capital
There were no changes in the authorised or issued share capital of the companies in the PIC Group during the year 
under review.

4. Group structure
There were no changes in the Harith shareholding 2009: 100% (2008: 100%).

On 1 September 2008, PIC company acquired the remaining 40% minority stake of Advent Asset Management 
(Pty) Limited. As at year-end Advent is a wholly owned subsidiary of the PIC Group.

5. Directors
The directors of the company during the year and to the date of this report are as follows: 

Name Nationality Changes

Mr Nene, Nhlanhla (Deputy Minister of Finance) South African Appointed 3 December 2008
(Chairman) (Non-executive)
Ms Kekana, Albertinah (Executive) (COO) South African
Dr Matjila, Daniel (Executive) (CIO) South African
Mr Molefe, Brian (Executive) (CEO) South African
Ms Moses, Moira (Non-executive) South African
Ms Mtoba, Ntombifuthi (Non-executive) South African
Mr Ntombela, Veli (Non-executive) South African
Genl Nyanda, Siphiwe (Non-executive) South African
Mr Rhoda, Athol (Non-executive) South African
Mr Sehoole, Ignatius (Non-executive) South African
Mr Sithole, Zakhele (Non-executive) South African
Mr Strydom, Jan (Non-executive) South African
Mr Waja, Younaid (Non-executive) South African
Mr Moleketi, Jabu - MP (Non-executive) South African Resigned 1 September 2008

6. Secretary
Ms Xoliswa Motswai resigned as secretary of the company on 3 June 2008 and Ms Wilhelmina Louw was 
appointed in her stead on 1 September 2008.

7. Ultimate holding company
The company’s ultimate holding company is the National Government of the Republic of South Africa.



P u b l i c  I n v e s t m e n t  C o r p o r a t i o n  A n n u a l  R e p o r t  2 0 0 9 4 3

8. Interest in subsidiaries
  Net income/(loss) after
Name of subsidiary Country of incorporation tax (Rand thousand)

Advent Asset Management (Pty) Limited RSA 16 226
Harith Fund Managers (Pty) Limited RSA 35 830
The Pan African Infrastructure Development
Fund Facilitation Trust RSA –

Details of the company’s investment in subsidiaries are set out in note 5.

9. Disclosure of remuneration
According to the Treasury Regulations section 28 and the PFMA section 55, the annual fi nancial statements must 
include a report by the accounting authority which must include the disclosure of remuneration in respect of all 
members of the accounting authority, which is the PIC board and the senior management.

The detail of the disclosure is included in the disclosure of remuneration on page 78.

10. Assets under management
Movements in funds under management 2009 2008

Opening balance as previously reported 786 687 987 720 468 657

 786 687 987 720 468 657
Change in net assets attributable to funds under management (59 988 011) 57 535 356
Fund contributions during the year 22 573 739 16 873 073
Fund withdrawals during the year (10 992 814) (8 189 099)

 738 280 901 786 687 987

PIC is entrusted with managing investments on behalf of its clients.

The fair value of the assets under management by the PIC company for 2009 is R738,3 billion 
(2008: R786,7 billion). The fair value of the assets under management by Harith Fund Managers (Pty) Limited for 
2009 is US$625 million (2008: US$625 million).

The fair value of the assets under management by Advent Assets Managers (Pty) Limited for 2009 is R2,5 billion 
(2008: R2 billion).
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Discussion and analysis of annual fi nancial statements

1. Introduction
This review provides further insight into the fi nancial position, performance and arrangements of our Group and 
should be read in conjunction with the annual fi nancial statements.

2. Operating performance
The PIC committed itself to putting in place measures that would ensure that it is able to continue meeting its 
clients’ investment needs at the lowest possible cost without compromising its long-term fi nancial sustainability. 
The measures were to develop additional sources of income, revision of fee structures and cost containment.

Summary

Description PIC Advent Harith Consolidated

Revenue R254 million R36 million R100 million R390 million
Operating expenses R156 million R12 million R57 million R211 million
Net profi t after tax R109 million R16 million R36 million R158 million

Revenue
The Group’s revenue increased by 12% from March 2008 to March 2009.

There were no changes to the fee structure in the current fi nancial year. On an average basis, the fees charged to 
clients remain signifi cantly below industry levels as in the prior years.

The revenue for Advent year on year has remained constant.

The revenue for Harith year on year has increased by 20%. The management fees are calculated based on the 
management agreement between Harith Fund Managers (Pty) Limited and the PAIDF. The management fees are 
dollar based and invoiced in Rands. Management fees are received quarterly in advance.

Operating expenses
The operating expenses of the Group increased by 35% (2008: 34%).

The main cost drivers were personnel cost and information technology related expenditure.

As reported and forecast in the prior year analysis, the level of operating expenses has increased signifi cantly 
during the year under review.

PIC company’s operating expenses increased by 34% (2008: 31%).

Harith’s operating expenses increased by 54% (this cannot be compared to the prior fi nancial year as it was 
established on 1 September 2007). As reported in the prior year analysis the increase in operating expenses was 
expected as Harith transitions from a start-up business to being fully operational.

Advent’s operating expenses increased by 41% (2008: 86%).

Operating expenses will increase going forward due to planned increases in staff complement and further 
investment in the business infrastructure.

Net profit after tax
The PIC Group’s net profi t after tax amounted to R158 million (2008: R163 million). Advent contributed R16 million 
(2008: R18 million) and Harith R36 million (2008: R34 million) of the consolidated net profi t before Group 
consolidation journals and eliminations.
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Financial position
The Group’s net assets as at 31 March 2009 amounted to R418 million (2008: R268 million). This is an increase of 
56% (2008: 146%).

Description PIC Advent Harith Consolidated

Assets R349 million R18 million R90 million R449 million 
Liabilities R 22 million R 7 million R20 million R 31 million
Net assets R327 million R11 million R70 million R418 million

3. Key risks affecting operating performance
The investment management industry is infl uenced by the performance of the fi nancial markets which in turn is 
impacted by various unpredictable factors that include economic conditions, monetary and fi scal policies, market 
liquidity, cost and availability of capital, political events, acts of terror and investor sentiments. Any change to these 
factors may result in volatility in interest rates, exchange rates, equity and commodity prices and credit spreads. 
Such volatility has and will possibly continue to have a negative impact on the market value of investments under 
management thereby adversely impacting the Group’s revenue stream which is directly dependent on the value of 
assets under management.

4. Changes in the Group
On 1 September 2008, PIC company acquired the remaining 40% minority stake of Advent Asset Management 
(Pty) Limited.

5. Conclusion
The year under review has been a successful one for the Group. The new fi nancial year presents a number of 
eagerly anticipated challenges and opportunities for which we are well prepared.

6. Acknowledgements
We would like to thank all our fi nancial personnel for their ongoing support and commitment. It is through their 
professionalism, enthusiasm and determination to achieve high standards that we are able to produce quality 
fi nancial information for our stakeholders.
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As at 31 March 2009

Balance sheet

 Group Company
Figures in Rand thousand Note(s) 2009 2008 2009 2008

Assets
Non-current assets
Property, plant and equipment 3 10 803 10 310 7 135 6 424
Intangible assets 4 8 789 5 901 8 558 5 766
Investments in subsidiaries 5 – – 71 –
Deferred tax 8 1 938 1 977 1 177 1 211

  21 530 18 188 16 941 13 401

Current assets
Financial assets at fair value through profi t or loss 6 41 181 54 706 41 181 54 706
Current tax receivable 15  3 118 – 1 608 –
Trade and other receivables 10 43 510 53 238 35 392 48 496
Cash and cash equivalents 11 339 172 198 713 253 475 139 384

  426 981 306 657 331 656 242 586

Total assets  448 511 324 845 348 597 255 987

Equity and liabilities
Equity attributable to equity holders of
parent
Share capital 12 1 1 1 1
Retained income  417 974 261 794 326 725 218 222
Minority interest  – 6 235 – –

  417 975 268 030 326 726 218 223

Liabilities
Non-current liabilities
Finance lease obligation 13 527 423 527 423
Operating lease liability 9 168 137 – –

  695 560 527 423

Current liabilities
Current tax payable 15 608 28 744 – 17 542
Finance lease obligation 13 621 464 621 464
Operating lease liability 9 45 537 45 537
Trade and other payables 16 19 459 21 181 16 279 16 665
Provisions 14 9 108 5 329 4 399 2 133

  29 841 56 255 21 344 37 341

Total liabilities  30 536 56 815 21 871 37 764

Total equity and liabilities  448 511 324 845 348 597 255 987
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For the year ended 31 March 2009

Income statement

 Group Company
Figures in Rand thousand Note(s) 2009 2008 2009 2008

Revenue 17 390 097 349 458 253 930 230 323
Other income 18 7 422 19 782 8 386 19 347
Operating expenses  (210 683) (156 066) (156 357) (117 536)

Operating profi t 19 186 836 213 174 105 959 132 134
Investment income 20 37 808 15 727 40 472 19 544
Fair value adjustments 21 1 120  (24) 1 120 (24)
Finance costs 22 (169) (137)  (164) (131)

Profi t before taxation  225 595 228 740 147 387 151 523
Taxation 23 (67 313) (65 886) (38 884) (42 859)

Profi t for the year  158 282 162 854 108 503 108 664

Attributable to:
Equity holders of the parent  156 180 155 289 108 503 108 664
Minority Interest  2 102 7 565 – –
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For the year ended 31 March 2009

Statement of changes in equity

   Total
   attributable  
   to equity  
   holders of  
 Share Retained the group/ Minority Total
Figures in Rand thousand capital income company interest equity

Group
Balance at 1 April 2007 1 106 505 106 506 2 440 108 946
Profi t for the year – 155 289 155 289 7 565 162 854
Dividends – – – (3 770) (3 770)

 – 155 289 155 289 3 795 159 084

Opening balance as previously reported 1 268 510 268 511 6 235 274 746
Adjustments
Prior year adjustments – (6 716) (6 716) – (6 716)

Balance at 1 April 2008 as restated 1 261 794 261 795 6 235 268 030
Profi t for the year – 156 180 156 180 2 102 158 282
Dividends – – – (8 337) (8 337)

 – 156 180 156 180 (6 235) 149 945

Balance at 31 March 2009 1 417 974 417 975 – 417 975

Refer to note(s) 12
Company
Balance at 1 April 2007 1 109 558 109 559 – 109 559
Profi t for the year – 108 664 108 664 – 108 664

 – 108 664 108 664 – 108 664

Balance at 1 April 2008 1 218 222 218 223 – 218 223
Profi t for the year – 108 503 108 503 – 108 503

 – 108 503 108 503 – 108 503

Balance at 31 March 2009 1 326 725 326 726 – 326 726

Refer to note(s) 12
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For the year ended 31 March 2009

Cash fl ow statement

 Group Company
Figures in Rand thousand Note(s) 2009 2008 2009 2008

Cash fl ows from operating activities
Cash generated from operations 25 203 595 196 690 124 474 120 105
Interest income  37 808 15 727 27 966 13 890
Dividends received  – – 12 506 5 654
Finance costs  (169) (137) (164) (131) 
Tax paid 26 (98 527) (41 611) (57 999) (26 507)

Net cash from operating activities  142 707 170 669 106 783 113 011

Cash fl ows from investing activities
Purchase of property, plant and equipment 3 (4 915) (8 153) (3 836) (3 065) 
Sale of property, plant and equipment 3 96  2 133 96 67
Purchase of other intangible assets 4  (3 998) (2 905)  (3 787) (2 759) 
Sale of fi nancial assets  14 645 (10 029) 14 645 (10 029) 
Acquisition of subsidiary  5 – – (71) –

Net cash from investing activities  5 828 (18 954) 7 047 (15 786)

Cash fl ows from fi nancing activities
Finance lease payments  261 50 261 50
Dividends paid 27 (8 337) (3 770) – –

Net cash from fi nancing activities  (8 076) (3 720) 261 50

Total cash movement for the year  140 459 147 995 114 091 97 275
Cash at the beginning of the year  198 713 50 718 139 384 42 109

Total cash at end of the year 11 339 172 198 713 253 475 139 384
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Accounting policies

1. Presentation of annual financial statements
The annual fi nancial statements have been prepared in accordance with South African Statements of Generally 
Accepted Accounting Practice, the Companies Act of South Africa, 1973 and the Public Finance Management 
Act, 1999 (Act No 1 of 1999). The annual fi nancial statements have been prepared in accordance with the going 
concern principle under the historical cost basis, except for the measurement of investment properties and certain 
fi nancial instruments at fair value, and incorporate the principal accounting policies set out below.

The nature of the business of the holding company, Public Investment Corporation Limited (PIC) is such that trust 
and surplus funds, under the control of government departments, provincial administrations and bodies as well 
as institutions approved by the Minister of Finance, which may be available for investment, are payable to PIC 
which is responsible for investing the funds. These funds are managed by PIC on behalf of these parties (hereafter 
“clients”) and any income or loss derived therefrom accrues directly to the above-mentioned parties. The total 
amount of these assets under management is therefore disclosed in note 35.

These accounting policies are consistent with the previous period.

1.1 Significant judgements
In preparing the annual fi nancial statements, management is required to make estimates and assumptions 
that affect the amounts presented in the annual fi nancial statements and related disclosures. Use of available 
information and the application of judgement is inherent in the formation of estimates. Actual results in the 
future could differ from these estimates which may be material to the annual fi nancial statements. Signifi cant 
judgements include:

Trade receivables
The Group assesses its trade receivables for impairment at each balance sheet date. In determining whether 
an impairment loss should be recorded in the income statement, the Group makes judgements as to whether 
there is observable data indicating a measurable decrease in the estimated future cash fl ows from a fi nancial 
asset.

The impairment for trade receivables is calculated on a portfolio basis, based on historical loss ratios, 
adjusted for national and industry-specifi c economic conditions and other indicators present at the reporting 
date that correlate with defaults on the portfolio. These annual loss ratios are applied to loan balances in the 
portfolio and scaled to the estimated loss emergence period.

Fair value estimation
The fair value of fi nancial instruments traded in active markets (such as held for trading and available-for-
sale securities) is based on quoted market prices at the balance sheet date. The quoted market price used for 
fi nancial assets held by the Group is the current bid price.

The fair value of fi nancial instruments that are not traded in active markets (for example, over-the counter 
derivatives and unlisted equity instruments) is determined by using valuation techniques. These include 
the use of recent arm’s length transactions, reference to other instruments that are substantially the same, 
discounted cash fl ow analysis, and option pricing models, making maximum use of market inputs and relying 
as little as possible on entity-specifi c inputs. The Group uses a variety of methods and makes assumptions 
that are based on market conditions existing at each balance sheet date.

Provisions
Provisions were raised and management determined an estimate based on the information available. 
Additional disclosure of these estimates of provisions are included in note 14 – Provisions.

Taxation
Judgement is required in determining the provision for income taxes due to the complexity of the tax 
legislation. There are many transactions and calculations for which the ultimate tax treatment is uncertain 
during the ordinary course of business. The Group recognises liabilities for anticipated tax audit issues 
based on estimates of whether additional taxes will be due. Where the fi nal tax outcome of these matters 
is different from the amounts that were initially recorded, such differences will impact the income tax and 
deferred tax provisions in the period in which such determination is made.

For the year ended 31 March 2009
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1. Presentation of annual financial statements (continued)

1.1 Significant judgements (continued)
The Group recognises the net future tax benefi t related to deferred tax assets to the extent that it is probable 
that the deductible temporary differences will reverse in the foreseeable future. Assessing the recoverability 
of deferred tax assets requires the group to make signifi cant estimates related to expectations of future 
taxable income. Estimates of future taxable income are based on forecast cash fl ows from operations and the 
application of existing tax laws in each jurisdiction. To the extent that future cash fl ows and taxable income 
differ signifi cantly from estimates, the ability of the Group to realise the net deferred tax assets recorded at 
the balance sheet date could be impacted.

Estimates of residual values and useful lives of property, plant and equipment
A change in accounting estimate is defi ned as an adjustment to the carrying value of an asset, liability or the 
amount of the periodic consumption of an asset that results from new information or new developments. 
Changes in accounting estimates are recognised in the income statement during the period in which the 
change is made.

The Group reassesses annually the residual values and remaining useful lives of signifi cant assets. The 
residual values of these assets have been estimated as the amount that the Group would currently obtain 
from disposal of each signifi cant asset, in its current location, if the asset were already of the age and in the 
condition expected at the end of its useful life. The useful life is estimated as the period over which an asset 
is expected to be available for use by the Group. Technological innovation and maintenance programmes 
impact the useful lives and residual values of the assets.

Contingent liabilities
Management applies its judgement to the fact patterns and advice it receives from its attorneys, advocates 
and other advisors in assessing if an obligation is probable, more likely than not, or remote. This judgement 
application is used to determine if the obligation is recognised as a liability or disclosed as a contingent 
liability.

1.2 Property, plant and equipment
Property, plant and equipment are tangible items that are held for use in the supply of services or for 
administrative purposes and are expected to be used during more than one period.

The cost of an item of property, plant and equipment is recognised as an asset when:
• it is probable that future economic benefi ts associated with the item will fl ow to the company; and
• the cost of the item can be measured reliably.

Costs include costs incurred initially to acquire or construct an item of property, plant and equipment and 
costs incurred subsequently if the recognition criteria are met.

The initial estimate of the costs of dismantling and removing the item and restoring the site on which it is 
located is also included in the cost of property, plant and equipment.

Property, plant and equipment is carried at cost less accumulated depreciation and any impairment losses. 
Useful lives have been determined to be as follows:

 Average
Furniture and fi xtures 5 – 10 years 
Motor vehicles 5 years
Offi ce equipment 5 – 8 years
IT equipment 3 – 5 years
Leasehold improvements 5 years

Depreciation is charged to the income statement on a straight-line basis and is calculated to reduce the 
original costs to the expected residual values over the estimated useful lives. Useful lives and residual values 
are assessed on an annual basis.
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For the year ended 31 March 2009

Accounting policies (continued)

1. Presentation of annual financial statements (continued)

1.2 Property, plant and equipment (continued)
The carrying values of property and equipment are written down to their estimated recoverable amounts, 
where the estimated recoverable amount is lower than the carrying value. The recoverable amount of 
property and equipment is determined as the higher of the asset’s fair value less costs to sell and the value in 
use.

All gains or losses arising on the disposal or scrapping of property and equipment are recognised in the 
income statement in the period of disposal or scrapping. Repairs and maintenance are charged to the 
income statement when the expenditure is incurred.

1.3 Goodwill
Goodwill arising on the acquisition of a subsidiary represents the excess of the cost of acquisition over the 
Group’s interest in the fair value of the identifi able assets, liabilities and contingent liabilities of a subsidiary or 
associate and this is recognised at the date of acquisition.

Goodwill is initially recognised as an asset at cost and is subsequently measured at cost less any accumulated 
impairment losses. The carrying amount of goodwill is reviewed annually, or more frequently if events or 
changes in circumstances indicate that the carrying value may be impaired.

Negative goodwill, which represents the excess of the Group’s interest in the fair value of the identifi able 
assets and liabilities acquired over the cost of acquisition, is recognised immediately in the income statement.

At the acquisition date, goodwill acquired is allocated to cash-generating units and any impairment is 
determined using the value-in-use methodology in relation to these units.

On disposal of a subsidiary the attributable amount of goodwill is included in the determination of the profi t 
or loss on disposal.

1.4 Intangible assets
Intangible assets are identifi able non-monetary assets without physical substance. No intangible asset is 
recognised arising from research. Expenditure on research (or on the research phase of an internal project) is 
recognised as an expense when it is incurred.

An intangible asset is recognised when:
• it is probable that the expected future economic benefi ts that are attributable to the asset will fl ow to the 

entity; and
• the cost of the asset can be measured reliably.

Intangible assets are initially recognised at cost.

An intangible asset arising from development (or from the development phase of an internal project) is 
recognised when:
• it is technically feasible to complete the asset so that it will be available for use or sale;
• there is an intention to complete and use or sell it;
• there is an ability to use or sell it;
• it will generate probable future economic benefi ts;
• there are available technical, fi nancial and other resources to complete the development and to use or sell 

the asset; and
• the expenditure attributable to the asset during its development can be measured reliably.

Intangible assets are carried at cost less any accumulated amortisation and any accumulated impairment 
losses. 

Subsequent expenditure relating to intangible assets is capitalised when it is probable that future economic 
benefi ts from the use of the assets will be increased and will be realised. All other subsequent expenditure is 
recognised as an expense in the year in which it is incurred.
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1. Presentation of annual financial statements (continued)

1.4 Intangible assets (continued)
Surpluses and defi cits on the disposal of intangible assets are credited or charged to income. The surplus or 
defi cit is the difference between the net disposal proceeds and the carrying value of the asset at the date of 
sale.

The amortisation period and the amortisation method for intangible assets are reviewed every period-end. 
Amortisation is charged to the income statement on a straight-line basis and is calculated to reduce the 
original costs to the expected residual values over the estimated useful lives. Useful lives and residual values 
are assessed on an annual basis. Useful lives have been determined to be as follows:

 Average
Computer software 3 – 5 years
Other intangible assets 5 – 8 years

1.5 Investments in subsidiaries
Group annual fi nancial statements
The Group annual fi nancial statements include those of the holding company and its subsidiaries. The results 
of the subsidiaries are included from the effective date of acquisition.

Company annual fi nancial statements
In the company’s annual fi nancial statements, investments in subsidiaries are carried at cost less any 
accumulated impairment.

1.6 Financial instruments
Initial recognition
A fi nancial instrument is defi ned as a contract that gives rise to a fi nancial asset in one entity and a fi nancial 
liability or equity instrument in another entity.

Financial instruments, as refl ected on the balance sheet, include all fi nancial assets, fi nancial liabilities, 
derivative instruments and equity instruments held for investment, trading, hedging or liquidity purposes, 
but exclude investments in subsidiaries, associates, employee benefi t plans, property and equipment, 
deferred taxation, taxation payable, intangible assets and goodwill.

Financial instruments are accounted for under IAS 32 Financial Instruments: Presentation and IAS 39 Financial 
Instruments: Recognition and Measurement and IFRS 7 Financial Instruments: Disclosures.

Financial assets are classifi ed into the following specifi ed categories:
• fi nancial assets at fair value through profi t or loss;
• held-to-maturity investments;
• loans and receivables; and
• available-for-sale fi nancial assets.

Financial liabilities are classifi ed as either:
• fi nancial liabilities at fair value through profi t or loss; or
• other fi nancial liabilities.

The classifi cation of fi nancial assets and fi nancial liabilities depends on the nature and purpose of the 
fi nancial instrument and is determined at the time of initial recognition.

The Group classifi es fi nancial instruments, or their component parts, on initial recognition as a fi nancial asset, 
a fi nancial liability or an equity instrument in accordance with the substance of the contractual arrangement.

Financial assets and fi nancial liabilities are recognised on the Group’s balance sheet when the Group 
becomes party to the contractual provisions of the instrument.
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For the year ended 31 March 2009

Accounting policies (continued)

1. Presentation of annual financial statements (continued)

1.6 Financial instruments (continued)
All fi nancial instruments are initially recognised at fair value plus transaction costs, except those carried at 
fair value through profi t or loss where transaction costs are recognised immediately through the income 
statement.

Subsequent to initial measurement, fi nancial instruments are either measured at fair value or amortised cost, 
depending on their classifi cation.

Fair value determination
Fair value is the amount for which an asset could be exchanged, or a liability settled, between 
knowledgeable, willing parties in an arm’s length transaction.

The best evidence of the fair value of a fi nancial instrument on initial recognition is the transaction price, i.e. 
the fair value of the consideration paid or received. Directly attributable transaction costs are included in the 
initial fair value of fi nancial assets and fi nancial liabilities, other than those at fair value through profi t or loss.

Subsequent to initial recognition, the fair values of fi nancial assets and liabilities are based on current bid 
prices. If the market for a fi nancial asset is not active or the instrument is an unlisted instrument, the fair 
value is determined by using applicable valuation techniques. These include the use of recent arm’s length 
transactions, reference to other instruments that are substantially the same, discounted cash fl ow analysis, 
and option pricing models making maximum use of market inputs and relying as little as possible on entity-
specifi c inputs.

Loans to (from) Group companies
Loans to (from) Group companies are classifi ed as loans and receivables.

Trade and other receivables
Loans and receivables are non-derivative fi nancial assets with fi xed or determinable payments that are not 
quoted in an active market, other than those designated by the Group as at fair value through profi t or loss 
or designated as available-for-sale.

Trade receivables and other receivables that are not held for trading purposes and have fi xed or determinable 
payments that are not quoted in an active market are classifi ed as loans and receivables. Trade receivables 
are measured at initial recognition at fair value, and are subsequently measured at amortised cost using the 
effective interest rate method. Appropriate allowances for estimated irrecoverable amounts are recognised 
in profi t or loss when there is objective evidence that the asset is impaired. Signifi cant fi nancial diffi culties 
of the debtor, probability that the debtor will enter bankruptcy or fi nancial reorganisation, and default or 
delinquency in payments (more than 30 days overdue) are considered indicators that the trade receivable is 
impaired. The allowance recognised is measured as the difference between the asset’s carrying amount and 
the present value of estimated future cash fl ows discounted at the effective interest rate computed at initial 
recognition.

The carrying amount of the asset is reduced through the use of an allowance account, and the amount 
of the loss is recognised in the income statement within operating expenses. When a trade receivable is 
uncollectible, it is written off against the allowance account for trade receivables. Subsequent recoveries of 
amounts previously written off are credited against operating expenses in the income statement.

Trade and other receivables are classifi ed as loans and receivables.

Trade and other payables
Trade payables are initially measured at fair value, and are subsequently measured at amortised cost, using 
the effective interest rate method.

Cash and cash equivalents
Cash and cash equivalents comprise cash on hand and demand deposits, and other short-term highly liquid 
investments that are readily convertible to a known amount of cash and are subject to an insignifi cant risk of 
changes in value. These are initially and subsequently recorded at amortised cost.
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1. Presentation of annual financial statements (continued)

1.6 Financial instruments (continued)
Financial assets at fair value through profi t or loss
Financial assets at fair value through profi t or loss are fi nancial assets held for trading and fi nancial assets 
designated at fair value through profi t or loss. A fi nancial asset is classifi ed in this category if acquired 
principally for the purpose of selling in the short term.

Financial assets and fi nancial liabilities at fair value through profi t or loss are measured at fair value. Net gains 
and losses arising from fi nancial instruments categorised as at fair value through profi t or loss are determined 
inclusive of interest or dividend income. Transaction costs are recognised in the income statement as an 
expense. Dividend income is recognised in the income statement as part of investment income when the 
Group’s right to receive payment is established.

An investment is classifi ed as held for trading if:
• it has been acquired principally for the purpose of selling in the near future; or
• it is a part of an identifi ed portfolio of fi nancial instruments that the Group manages together and has a 

recent actual pattern of short-term profi t-taking; or
• it is a derivative that is not designated and effective as a hedging instrument.

An investment other than a fi nancial asset held for trading may be designated as at fair value through profi t 
or loss upon initial recognition if:
• the investment forms part of a group of fi nancial assets or fi nancial liabilities or both, which is managed 

and its performance is evaluated on a fair value basis, in accordance with the Group’s documented risk 
management or investment strategy, and information about the grouping is provided internally on that 
basis; or

• such designation eliminates or signifi cantly reduces a measurement or recognition inconsistency that 
would otherwise arise; or

• it forms part of a contract containing one or more embedded derivatives, and IAS 39 Financial 
Instruments: Recognition and Measurement permits the entire combined contract (asset or liability) to be 
designated as at fair value through profi t or loss.

Derivatives
Derivative fi nancial instruments, which are not designated as hedging instruments, consisting of foreign 
exchange contracts and interest rate swaps, are initially measured at fair value on the contract date, and are 
re-measured to fair value at subsequent reporting dates.

Derivatives embedded in other fi nancial instruments or other non-fi nancial host contracts are treated as 
separate derivatives when their risks and characteristics are not closely related to those of the host contract 
and the host contract is not carried at fair value with unrealised gains or losses reported in profi t or loss.

Changes in the fair value of derivative fi nancial instruments are recognised in profi t or loss as they arise.

Derivatives are classifi ed as fi nancial assets at fair value through profi t or loss.

Available-for-sale fi nancial assets
These fi nancial assets are non-derivatives that are either designated in this category or not classifi ed 
elsewhere. Investments are recognised and derecognised on a trade date basis where the purchase or sale 
of an investment is under a contract whose terms require delivery of the investment within the timeframe 
established by the market concerned.

These investments are measured initially and subsequently at fair value. Gains and losses arising from 
changes in fair value are recognised directly in equity until the security is disposed of or is determined to be 
impaired, at which time the cumulative gain or loss previously recognised in equity is included in the net 
profi t or loss for the period.
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For the year ended 31 March 2009

Accounting policies (continued)

1. Presentation of annual financial statements (continued)

1.6 Financial instruments (continued)
The Group assesses at each balance sheet date whether there is objective evidence that a fi nancial asset 
or a group of fi nancial assets is impaired. In the case of equity securities classifi ed as available-for-sale, a 
signifi cant or prolonged decline in the fair value of the security below its cost is considered as an indicator 
that the securities may be impaired. If any such evidence exists for available-for-sale fi nancial assets, the 
cumulative loss – measured as the difference between the acquisition cost and the current fair value, less 
any impairment loss on that fi nancial asset previously recognised in profi t or loss – is removed from equity 
and recognised in the income statement. Impairment losses recognised in the income statement on equity 
instruments are not reversed through the income statement.

Impairment losses recognised in profi t or loss for equity investments classifi ed as available-for-sale are 
not subsequently reversed through profi t or loss. Impairment losses recognised in profi t or loss for debt 
instruments classifi ed as available-for-sale are subsequently reversed if an increase in the fair value of the 
instrument can be objectively related to an event occurring after the recognition of the impairment loss.

Changes in the fair value of monetary securities denominated in a foreign currency and classifi ed as 
available-for- sale are analysed between translation differences resulting from changes in amortised cost 
of the security and other changes in the carrying amount of the security. The translation differences on 
monetary securities are recognised in profi t or loss, while translation differences on non-monetary securities 
are recognised in equity. Changes in the fair value of monetary and non-monetary securities classifi ed as 
available-for-sale are recognised in equity.

Interest on available-for-sale securities calculated using the effective interest method is recognised in the 
income statement as part of ‘other income’. Dividends on available-for-sale equity instruments are recognised 
in the income statement as part of ‘other income’ when the Group’s right to receive payments is established.

Equity investments for which a fair value is not determinable are held at cost. Impairments on such 
investments are not reversed.

Held to maturity
Held-to-maturity fi nancial assets are non-derivative fi nancial assets with fi xed or determinable payments and 
fi xed maturity that the Group has both the positive intent and ability to hold to maturity, other than those 
that meet the defi nition of loans and receivables or those that were designated as at fair value through profi t 
or loss or designated as available-for-sale.

Held-to-maturity fi nancial assets are measured at amortised cost, using the effective interest method, less 
any provisions for impairment, with the interest income recognised in the income statement.

The effective interest method is a method of calculating the amortised cost of a fi nancial asset or liability 
and of allocating interest income over the relevant period. The effective interest rate is the rate that exactly 
discounts estimated future cash receipts/payments (including all fees receivable that form an integral part 
of the effective interest rate) through the expected life of the fi nancial asset/liability or, where appropriate, a 
shorter period.

At subsequent reporting dates these are measured at amortised cost using the effective interest rate method, 
less any impairment loss recognised to refl ect irrecoverable amounts. An impairment loss is recognised in 
profi t or loss when there is objective evidence that the asset is impaired, and is measured as the difference 
between the investment’s carrying amount and the present value of estimated future cash fl ows discounted 
at the effective interest rate computed at initial recognition. Impairment losses are reversed in subsequent 
periods when an increase in the investment’s recoverable amount can be related objectively to an event 
occurring after the impairment was recognised, subject to the restriction that the carrying amount of the 
investment at the date the impairment is reversed shall not exceed what the carrying value would have been 
had the impairment not been recognised.
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1. Presentation of annual financial statements (continued)

1.6 Financial instruments (continued)
Financial assets that the Group has the positive intention and ability to hold to maturity are classifi ed as 
held-to-maturity.

The Group derecognises a fi nancial asset (or group of fi nancial assets) or a part of a fi nancial asset (or part of 
a group of fi nancial assets) when and only when:
• the contractual rights to the cash fl ows arising from the fi nancial asset have expired; or
• it transfers the contractual rights to receive the cash fl ows from the fi nancial asset; or
• it retains the contractual rights to receive the cash fl ows of the fi nancial asset, but assumes a contractual 

obligation to pay the cash fl ows to one or more recipients.

A fi nancial liability (or group of fi nancial liabilities) or a part of a fi nancial liability (or part of a group of 
fi nancial liabilities) is derecognised when and only when the liability is extinguished, i.e. when the obligation 
specifi ed in the contract is discharged, cancelled or has expired.

1.7 Tax
Current tax assets and liabilities
Direct taxation in the income statement consists of South African and foreign jurisdiction corporate income 
tax, inclusive of capital gains tax (CGT) (currently payable, prior year adjustments and deferred), STC as 
well as foreign jurisdiction withholding taxes and secondary tax on companies (STC) (currently payable and 
deferred).

STC on dividends, net of STC credits earned, is expensed through the income statement in the period in 
which the dividend paid is accounted for.

Current tax for current and prior periods is, to the extent unpaid, recognised as a liability. If the amount 
already paid in respect of current and prior periods exceeds the amount due for those periods, the excess is 
recognised as an asset.

Current tax is the expected taxation payable based on the taxable income, inclusive of capital gains, for the 
year, using taxation rates enacted or substantially enacted at the balance sheet date, and any adjustment 
to the taxation payable in respect of previous years. Taxable income is determined by adjusting the profi t 
before taxation for items which are non-taxable or disallowed in terms of tax legislation.

Current tax is charged or credited to the income statement, except to the extent that it relates to items 
charged or credited directly to the statement of changes in equity, in which case the tax is also dealt with in 
equity.

STC that arises from the distribution of dividends is recognised at the same time as the liability to pay the 
related dividend.

Deferred tax assets and liabilities
A deferred tax liability is recognised for all taxable temporary differences, except to the extent that the 
deferred tax liability arises from the initial recognition of goodwill or the initial recognition of an asset or 
liability in a transaction which at the time of the transaction, affects neither accounting profi t nor taxable 
profi t (tax loss). Temporary differences are differences between the carrying amounts of assets and liabilities 
for fi nancial reporting purposes and their taxation base.

Deferred tax is charged or credited in the income statement, except to the extent that it relates to items 
charged or credited directly to the statement of changes in equity, in which case the deferred tax is also 
dealt with in equity.

The effect on deferred taxation of any changes in taxation rates is recognised in the income statement, 
except to the extent that it relates to items previously charged or credited directly to equity.

A deferred tax asset is recognised for all deductible temporary differences to the extent that it is probable 
that taxable profi t will be available against which the deductible temporary difference can be utilised. 
A deferred tax asset is not recognised when it arises from the initial recognition of an asset or liability in a 
transaction at the time of the transaction, that affects neither accounting profi t nor taxable profi t (tax loss).



P u b l i c  I n v e s t m e n t  C o r p o r a t i o n  A n n u a l  R e p o r t  2 0 0 95 8

For the year ended 31 March 2009

Accounting policies (continued)

1. Presentation of annual financial statements (continued)

1.7 Tax (continued)
A deferred tax asset is recognised for the carry forward of unused tax losses to the extent that it is probable 
that future taxable profi t will be available against which the unused tax losses can be utilised.

Deferred tax assets and liabilities are measured at the tax rates that are expected to apply to the period when 
the asset is realised or the liability is settled, based on tax rates (and tax laws) that have been enacted or 
substantively enacted by the balance sheet date.

1.8 Leases
A lease is classifi ed as a fi nance lease if it transfers substantially all the risks and rewards incidental to 
ownership. A lease is classifi ed as an operating lease if it does not transfer substantially all the risks and 
rewards incidental to ownership.

Finance leases – lessee
Finance leases are recognised as assets and liabilities in the balance sheet at amounts equal to the fair value 
of the leased property or, if lower, the present value of the minimum lease payments. The corresponding 
liability to the lessor is included in the balance sheet as a fi nance lease obligation.

The discount rate used in calculating the present value of the minimum lease payments is the interest rate 
implicit in the lease.

The lease payments are apportioned between the fi nance charge and reduction of the outstanding liability. 
The fi nance charge is allocated to each period during the lease term so as to produce a constant periodic rate 
of the remaining balance of the liability.

Operating leases – lessee
Operating lease payments are recognised as an expense on a straight-line basis over the lease term. The 
difference between the amounts recognised as an expense and the contractual payments is recognised as an 
operating lease asset or liability. This liability is not discounted.

Any contingent rents are expensed in the period they are incurred.

1.9 Impairment of assets
The Group assesses at each balance sheet date whether there is any indication that an asset may be impaired. 
If any such indication exists, the Group estimates the recoverable amount of the asset.

If there is any indication that an asset may be impaired, the recoverable amount is estimated for the 
individual asset.

If it is not possible to estimate the recoverable amount of the individual asset, the recoverable amount of the 
cash-generating unit to which the asset belongs is determined.

If the recoverable amount of an asset is less than its carrying amount, the carrying amount of the asset is 
reduced to its recoverable amount. That reduction is an impairment loss.

An impairment loss of assets carried at cost less any accumulated depreciation or amortisation is recognised 
immediately in profi t or loss. Any impairment loss of a revalued asset is treated as a revaluation decrease.

An entity assesses at each reporting date whether there is any indication that an impairment loss recognised 
in prior periods for assets other than goodwill may no longer exist or may have decreased. If any such 
indication exists, the recoverable amounts of those assets are estimated.

The increased carrying amount of an asset other than goodwill attributable to a reversal of an impairment 
loss does not exceed the carrying amount that would have been determined had no impairment loss been 
recognised for the asset in prior periods.
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1. Presentation of annual financial statements (continued)

1.9 Impairment of assets (continued)
A reversal of an impairment loss of assets carried at cost less accumulated depreciation or amortisation other 
than goodwill is recognised immediately in profi t or loss. Any reversal of an impairment loss of a revalued 
asset is treated as a revaluation increase.

1.10 Share capital and equity
Ordinary shares are classifi ed as equity. Share capital issued by the company is recorded as the value of the 
proceeds received less the external costs directly attributable to the issue of the shares.

Dividends to equity holders are recognised as a liability in the period in which they are declared and are 
accounted for in the statement of changes in equity. Dividends declared after balance sheet date are 
disclosed in the dividends note.

1.11 Employee benefits
Short-term employee benefi ts
The cost of short-term employee benefi ts (those payable within 12 months after the service is rendered, 
such as paid vacation leave and sick leave, bonuses and non-monetary benefi ts such as medical care), is 
recognised in the period in which the service is rendered and is not discounted.

The expected cost of compensated absences is recognised as an expense as the employees render services 
that increase their entitlement or, in the case of non-accumulating absences, when the absence occurs.

The expected cost of bonus payments is recognised as an expense when there is a legal or constructive 
obligation to make such payments as a result of past performance and when the amount can reliably be 
estimated at year-end.

Payments (employer contributions) to both the defi ned contribution retirement plans and defi ned benefi t 
retirement plans are charged as an expense as they fall due.

Defi ned contribution plans
Under defi ned contribution plans:
(a) the Group’s legal or constructive obligation is limited to the amount that it agrees to contribute to the 

fund. Thus, the amount of the post-employment benefi ts received by the employee is determined by 
the amount of contributions paid by both the employer and employee to a post-employment benefi t 
plan, together with investment returns arising from the contributions; and

(b) in consequence, actuarial risk (that benefi ts will be less than expected) and investment risk (that assets 
invested will be insuffi cient to meet expected benefi ts) fall on the employee.

Defi ned benefi t plans
Under defi ned benefi t plans:
(a) the Group’s legal or constructive obligation is limited to the amount that it agrees to contribute to the 

fund; and
(b) in consequence, actuarial risk (that benefi ts will be less than expected) and investment risk (that assets 

invested will be insuffi cient to meet expected benefi ts) fall on the Government Employee Pension 
Fund.

1.12 Provisions and contingencies
Provisions represent liabilities of uncertain timing or amount and are measured at the expenditure or cash 
outfl ow required to settle the present obligation.

Provisions are recognised when:
• the Group has a present obligation as a result of a past event;
• it is probable that an outfl ow of resources embodying economic benefi ts will be required to settle the 

obligation; and
• a reliable estimate can be made of the obligation.
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Accounting policies (continued)

1. Presentation of annual financial statements (continued)

1.12 Provisions and contingencies (continued)
The amount of a provision is the present value of the expenditure expected to be required to settle the 
obligation.

The present obligations arising under any onerous contracts are recognised and measured as a provision. 
An onerous contract is considered to exist where the Group has a contract under which the unavoidable 
costs of meeting the obligations under the contract exceed the economic benefi ts that are expected to be 
received by the Group under such contract.

The cost of providing employee benefi ts is accounted for in the period in which the benefi ts are earned 
by employees. The expected cost of short-term accumulating compensated absences is recognised as an 
expense as the employees render services that give them the right to entitlement of such absence.

Provisions are not recognised for future operating losses.

If an entity has a contract that is onerous, the present obligation under the contract shall be recognised and 
measured as a provision.

1.13 Revenue
When the outcome of a transaction involving the rendering of services can be estimated reliably, revenue 
associated with the transaction is recognised by reference to the stage of completion of the transaction 
at the balance sheet date. The outcome of a transaction can be estimated reliably when all the following 
conditions are satisfi ed:
• the amount of revenue can be measured reliably;
• it is probable that the economic benefi ts associated with the transaction will fl ow to the Group;
• the stage of completion of the transaction at the balance sheet date can be measured reliably; and
• the costs incurred for the transaction and the costs to complete the transaction can be measured reliably.

Revenue is measured at the fair value of the consideration received or receivable and represents the amounts 
receivable for goods and services provided in the normal course of business, net of trade discounts and 
volume rebates, and value added tax.

Revenue comprises management fees and letting commission charged to parties on whose behalf the assets 
are managed and rental income collected.

1.14 Investment income
Interest is recognised, as part of investment income, using the effective interest rate method.

Dividends are recognised, as part of investment income, when the company’s right to receive payment has 
been established.

1.15 Comparatives
Where applicable, comparative fi gures have been restated.

1.16 Offsetting
Financial assets and liabilities are offset and the net amount is reported in the balance sheet when there is a 
legally enforceable right to set off the recognised amounts and the Group intends either to settle on a net 
basis, or to realise the asset and settle the liability simultaneously. Income and expense items are offset only 
to the extent that their related instruments have been offset in the balance sheet.
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For the year ended 31 March 2009

Notes to the annual fi nancial statements

2. Statements and interpretations not yet effective
  At the date of authorisation of these annual fi nancial statements the Group has not applied the following IFRS, 

International Financial Reporting Interpretations Committee (IFRIC) and interpretations that have been issued but 
not yet effective:

 IAS 1 (AC 101) Amendment
  IAS 1 (AC 101) Amendment – Presentation of Financial Statements is effective for annual periods beginning on 

or after 1 January 2009. This standard will be applied to the fi nancial statements when it becomes effective, the 
impact will be on disclosure.

 IAS 23 (AC 114) Amendment
  IAS 23 (AC 114) Amendment – Borrowing Costs will be effective for annual periods beginning on or after 

1 January 2009.

 IAS 27 (AC 132) Amendment
  IAS 27 (AC 132) Amendment – Consolidated and Separate Financial Statements will be effected from 1 July 2009. 

This standard will be applied to the fi nancial statements when it becomes effective, the impact will be on 
disclosure.

 IAS 32 (AC 125)
 IAS 32 (AC 125) & IAS 1 (AC 101) Amendment
  IAS 32 (AC 125) Financial Instruments: Presentation and IAS 1(AC 101) Presentation of Financial Statements: 

Puttable Financial Instruments and Obligations Arising on Liquidation. This standard will be applied to the 
fi nancial statements when it becomes effective.

 IFRS 3 (AC 140)
  IFRS 3 (AC 140) Business Combinations is effective for annual periods beginning on or after 1 July 2009. This 

standard will be applied to the fi nancial statements when it becomes effective.

 Other not applicable to the Group

 IFRS 2 (AC 139) Amendment
  IFRS 2 Share-based Payment: Vesting Conditions and Cancellations will be effective for annual periods beginning 

on or after 1 January 2009.

 IFRS 8 (AC 145)
 Operating Segments will be effective for annual periods beginning on or after 1 January 2009.

 IFRIC 13 (AC 446)
 Customer Loyalty Programmes will be effective from 1 July 2008.

 IFRIC 14 (AC 447)
  IAS 19 – The Limit on a Defi ned Benefi t Asset, Minimum Funding Requirements and their Interaction will be 

effective for annual periods beginning on or after 1 January 2008.
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

3.  Property, plant and equipment

 2009 2008
 Figures in  Cost/ Accumulated Carrying Cost/ Accumulated Carrying
 Rand thousand valuation depreciation value valuation depreciation value

 Group
 Furniture and fi xtures 7 129 (5 187) 1 942 6 510 (4 317) 2 193
 Motor vehicles 949 (304) 645 1 227 (284) 943
 Offi ce equipment 5 386 (2 839) 2 547 4 608 (2 238) 2 370
 IT equipment 7 113 (3 732) 3 381 5 208 (2 881) 2 327
 Leasehold improvements 5 072 (3 882) 1 190 4 572 (2 949) 1 623
  Finance leases – IT 

equipment 1 817 (719) 1 098 1 516 (662) 854

 Total 27 466 (16 663) 10 803 23 641 (13 331) 10 310

 Company
 Furniture and fi xtures 5 614 (4 753) 861 5 344 (4 108) 1 236
 Motor vehicles 439 (176) 263 717 (258) 459
 Offi ce equipment 4 839 (2 647) 2 192 4 098 (2 147) 1 951
 IT equipment 5 016 (2 852) 2 164 3 778 (2 578) 1 200
 Leasehold improvements 4 010 (3 453) 557 3 506 (2 782) 724
  Finance leases – IT 

equipment 1 817 (719) 1 098 1 516 (662) 854

 Total 21 735 (14 600) 7 135 18 959 (12 535) 6 424

 Reconciliation of property, plant and equipment – Group – 2009
        Impair-
    Opening   Depre- ment 
 Figures in Rand thousand  balance Additions Disposals ciation loss Total

  Furniture and 
fi xtures   2 193 683 – (931) (3) 1 942

 Motor vehicles  943 – (101) (197) – 645
 Offi ce equipment  2 370 795 – (618) – 2 547
 IT equipment  2 327 1 968 – (914) – 3 381
 Leasehold improvements  1 623 504 – (937) – 1 190
  Finance leases – IT 

equipment   854 965 – (721) – 1 098

    10 310 4 915 (101) (4 318) (3) 10 803

 Reconciliation of property, plant and equipment – Group – 2008
        Impair- 
 Figures in  Opening    Depre- ment 
 Rand thousand balance Additions Disposals Transfer ciation loss Total

  Furniture and 
fi xtures  2 908 1 174 (502) (180) (1 202) (5) 2 193

 Motor vehicles 338 913 (168) – (140) – 943
 Offi ce equipment 1 793 1 324 (7) – (740) – 2 370
 IT equipment 964 2 911 (690) – (858) – 2 327
  Leasehold 

improvements 2 110 1 000 (757) 180 (910) – 1 623
  Finance leases – 

IT equipment 780 831 – – (757) – 854

   8 893 8 153 (2 124) – (4 607) (5) 10 310
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3.  Property, plant and equipment (continued)
 Reconciliation of property, plant and equipment – Company – 2009
      Impair-
 Figures in Opening   Depre- ment 
 Rand thousand balance Additions Disposals ciation loss Total

 Furniture and fi xtures 1 236 309 – (681) (3) 861
 Motor vehicles 459 – (101) (95) – 263
 Offi ce equipment 1 951 759 – (518) – 2 192
 IT equipment 1 200 1 299 – (335) – 2 164
 Leasehold improvements 724 504 – (671) – 557
  Finance leases – 

IT equipment 854 965 – (721) – 1 098

  6 424 3 836 (101) (3 021) (3) 7 135

 Reconciliation of property, plant and equipment – Company – 2008
      Impair-
  Opening   Depre- ment 
  balance Additions Disposals ciation loss Total

 Furniture and fi xtures 2 241 45 – (1 045) (5) 1 236
 Motor vehicles 338 287 (58) (108) – 459
 Offi ce equipment 1 620 1 010 – (679) – 1 951
 IT equipment 852 892 – (544) – 1 200
 Leasehold improvements 1 425 – – (701) – 724
  Finance leases – 

IT equipment 780 831 – (757) – 854

  7 256 3 065 (58) (3 834) (5) 6 424

 Group Company
 Figures in Rand thousand 2009 2008 2009 2008

  Assets subject to fi nance lease (Net carrying 
amount)

 Leasehold improvements 1 190 1 623 557 724
 Finance leases – IT equipment 1 098 854 1 098 854

  2 288 2 477 1 655 1 578

4. Intangible assets
  2009 2008
 Figures in Cost/ Accumulated Carrying Cost/ Accumulated Carrying
 Rand thousand valuation amortisation value valuation amortisation value

 Group
 Computer software 21 640 (14 909) 6 731 19 529 (13 836) 5 693
 Other intangible assets 2 344 (286) 2 058 456 (248) 208

 Total 23 984 (15 195) 8 789 19 985 (14 084) 5 901

  Cost/ Accumulated Carrying Cost/ Accumulated Carrying
  valuation amortisation value valuation amortisation value

 Company
 Computer software 21 103 (14 603) 6 500 19 204 (13 646) 5 558
 Other intangible assets 2 344 (286) 2 058 456 (248) 208

 Total 23 447 (14 889) 8 558 19 660 (13 894) 5 766
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

4. Intangible assets (continued)
 Reconciliation of intangible assets – Group – 2009
  Opening
 Figures in Rand thousand balance Additions Amortisation Total

 Computer software 5 693 2 111 (1 073) 6 731
 Other intangible assets 208 1 887 (37) 2 058

  5 901 3 998 (1 110) 8 789

 Reconciliation of intangible assets – Group – 2008
  Opening
  balance Additions Amortisation Total

 Computer software 8 504 2 859 (5 670) 5 693
 Other intangible assets 246 46 (84) 208

  8 750 2 905 (5 754) 5 901

 Reconciliation of intangible assets – Company – 2009
  Opening
  balance Additions Amortisation Total

 Computer software 5 558 1 899 (957) 6 500
 Other intangible assets 208 1 888 (38) 2 058

  5 766 3 787 (995) 8 558

 Reconciliation of intangible assets – Company – 2008
  Opening
  balance Additions Amortisation Total

 Computer software 8 389 2 713 (5 544) 5 558
 Other intangible assets 246 46 (84) 208

  8 635 2 759 (5 628) 5 766

5. Investments in subsidiaries
   %  %   
   holding holding  
 Name of company Held by 2009 2008 2009 2008

 Harith Fund Managers Public Investment Corporation 100.00 – – –
 Advent Asset Management Public Investment Corporation 100.00 60.00 71 –
 The Pan African Infrastructure 
 Development Fund 
 Facilitation Trust Public Investment Corporation 110.00 100.00 – 

     71 –

  The carrying amounts of subsidiaries are shown at cost, net of impairment losses. On 1 September 2008 Advent 
Asset Management (Pty) Limited became a wholly owned subsidiary i.e. PIC company acquired the remaining 
40% minority stake and it is 100% consolidated. The only cost incurred for the acquisition of the remaining 40% 
stake from the minorities were legal fees that amounted to R71 101. Due to disclosure in Rand thousand, the 
amount in the table above for Harith Fund Managers is disclosed at zero. The actual carrying amount is R71 201 
in Advent Asset Management (Pty) Limited and R100 in Harith Fund Managers. The PIC has been a benefi ciary of 
the Pan African Infrastructure Development Fund Facilitation Trust since its establishment.

  The directors’ value of the unlisted subsidiaries in the Group equates to the net asset value of the subsidiaries 
(investment) hence there is no impairment in the current year.
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 Group Company
Figures in Rand thousand 2009 2008 2009 2008

6.  Financial assets at fair value through 
profit or loss

 Designated at fair value through profi t or loss
 Unlisted shares  1 202 – 1 202 – 
 Certifi cate of Deposit 37 554 48 225 37 554 48 225

  38 756 48 225 38 756 48 225

 Held for trading
 Asset-backed securitisation vehicle 2 425 6 481 2 425 6 481

 Total other fi nancial assets 41 181 54 706 41 181 54 706

 Current assets
 Designated at fair value through profi t or loss 38 756 48 225 38 756 48 225
 Held for trading 2 425 6 481 2 425 6 481

  41 181 54 706 41 181 54 706

 The fair values of the fi nancial assets were determined as follows:
 •  The fair values of listed or quoted investments are based on the quoted market price.
 •   The fair values on investments not listed or quoted are estimated using the yield curve valuation techniques 

using the nominal rate of interest compounded continuously. The method is consistent with the prior year.

  The Group has not reclassifi ed any fi nancial assets from cost or amortised cost to fair value, or from fair value to 
cost or amortised cost during the current or prior year.

  The maximum exposure to credit risk at the reporting date is the fair value of each class of fi nancial instrument 
mentioned above and the fair value of the trade and other receivable disclosed in note 10. The Group has not 
pledged any collateral as security.

 Credit quality of fi nancial assets
  The credit quality of fi nancial assets that are neither past due nor impaired can be assessed by reference to 

external credit ratings (if available) or to historical information about counterparty default rates.

 Group Company
 2009 2008 2009 2008

 Held for trading
 Credit rating
 AAA 2 425 6 481 2 425 6 481

 Designated at fair value through profi t/loss
 Credit rating
 AA 20 284 20 522 20 284 20 522
 AA+ 17 270 27 703 17 270 27 703
 Other – unlisted shares 1 202 – 1 202 –

  38 756 48 225 38 756 48 225
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

7. Financial instruments by category
  The carrying value of the fi nancial instruments approximates the fair value. All fi nancial liabilities are carried at 

amortised cost.

 The accounting policies for fi nancial instruments have been applied to the line items below:

   Fair value Fair value 
   through through 
   profi t or profi t 
  Loans and loss – held or loss –  
 Figures in Rand thousand receivables for trading designated Total

 Group – 2009
 Other fi nancial assets – 2 425 38 756 41 181
 Trade and other receivables 39 373 – – 41 996
 Cash and cash equivalents 339 172 – – 339 172

  378 545 2 425 38 756 422 349

 Group – 2008
 Other fi nancial assets – 6 481 48 225 54 706
 Trade and other receivables 47 307 – – 47 307
 Cash and cash equivalents 198 713 – – 198 713

  246 020 6 481 48 225 300 726

 Company – 2009
 Other fi nancial assets – 2 425 38 756 41 181
 Trade and other receivables 31 714 – – 31 714
 Cash and cash equivalents 253 475 – – 253 475

  285 189 2 425 38 756 326 370

 Company – 2008
 Other fi nancial assets – 6 481 48 225 54 706
 Trade and other receivables 45 293 – – 45 293
 Cash and cash equivalents 139 384 – – 139 384

  184 677 6 481 48 225 239 383

 Group Company
 Figures in Rand thousand 2009 2008 2009 2008

8. Deferred tax
 Deferred tax asset
 Deferred tax 1 938 1 977 1 177 1 211

 Reconciliation of deferred tax asset/(liability)
 At beginning of the year 1 977 1 538 1 211 1 507
 Reduction due to rate change – (47) – (46)
 Originating temporary difference on leave pay 687 150 635 123
 Reversing temporary difference on prepayments (37) – – –
 Originating temporary difference on fi xed assets (284) (134) (284) (134)
 Originating temporary difference on bonus provision (29) 691 – –
 Originating temporary difference on unrealised profi t (314) – (314) –
 Originating temporary difference on leases 82 33 73 15
 Originating temporary difference on provision (147) (259) (147) (259)
 Prior year adjustment – 1 – 1
 Other 3 4 3 4

  1 938 1 977 1 177 1 211
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 Group Company
Figures in Rand thousand 2009 2008 2009 2008

9. Operating lease asset (accrual)
 Non-current liabilities (168) (137) – –
 Current liabilities  (45) (537) (45) (537)

  (213) (674) (45) (537)

 Amount expensed 3 984 5 928 1 004 3 893
 Amount paid (4 197) (6 602) (1 049) (4 430)

  (213) (674) (45) (537)

10. Trade and other receivables
 Trade receivables 34 601 25 844 26 351 24 368
 Prepayments 3 826 3 474 3 678 3 203
 VAT 311 2 457 – –
 PAIDF current account 2 364 387 2 259 44
 Other receivable 2 408 21 076 3 104 20 881

  43 510 53 238 35 392 48 496

  Trade and other receivables past due but 
not impaired

 60 to 90 days 468 228 – –

  Reconciliation of the allowance for doubtful 
debts (trade receivables)

 Opening balance 113 65 113 65
 Unused amounts reversed (33) 48 (33) 48

  80 113 80 113

  As at year-end none of the trade and other receivables 
were individually determined to be impaired and the 
allowance for doubtful debts was not utilised during 
the year.

11. Cash and cash equivalents
 Cash and cash equivalents consist of:

 Cash on hand 18 5 4 1
 Bank balances 175 914 45 610 93 860 10 756
 Short-term deposits 163 240 153 098 159 611 128 627

  339 172 198 713 253 475 139 384

 Credit quality of cash at bank and short-term deposits
  The credit quality of cash at bank and short-term 

deposits that are neither past due nor impaired 
can be assessed by reference to external credit 
ratings (if available) or historical information 
about counterparty default rates:

 Credit rating
 AAA 122 215 70 932 41 904 36 336
 AA+ 117 750 17 878 117 750 17 878
 AA 26 392 42 893 21 005 18 164
 A+ 72 811 67 005 72 811 67 005
 Other 4 5 4 1

  339 172 198 713 253 474 139 384
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

 Group Company
Figures in Rand thousand 2009 2008 2009 2008

12. Share capital
 Authorised
 100 ordinary shares of R10 each – 1 – 1

 Reconciliation of number of shares issued:
 Reported as at 1 April 2008 – 1 – 1

 Issued
 Ordinary 1 1 1 1

13. Finance lease obligation
 Minimum lease payments due
 –  within one year 698 523 698 523
 –  in second to fi fth year inclusive 548 445 548 445

  1 246 968 1 246 968
 Less: future fi nance charges (98) (81) (98) (81)

 Present value of minimum lease payments 1 148 887 1 148 887

 Present value of minimum lease payments due
 –  within one year 621 464 621 464
 –  in second to fi fth year inclusive 527 423 527 423

  1 148 887 1 148 887

 Non-current liabilities 527 423 527 423
 Current liabilities 621 464 621 464

  1 148 887 1 148 887

  It is the Group’s policy to lease certain equipment under fi nance leases. Finance leases are leases of which 
substantially all the risks and rewards incidental to ownership of an asset have been transferred, although the title 
has not been transferred. These fi nance leases consist of 11 different contracts, with different effective dates and 
are over a three year period, repayable in quarterly instalments over the lease period.
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14. Provisions
 Reconciliation of provisions – Group – 2009
    Utilised 
  Opening  during 
 Figures in Rand thousand balance Additions the year Total

 Legal proceedings – 1 180 – 1 180
 Leave pay 2 668 3 100 (204) 5 564
 Bonus 2 467 – (103) 2 364
 Workman’s compensation 194 – (194) –

  5 329 4 280 (501) 9 108

 Reconciliation of provisions – Group – 2008
    Utilised Reversed 
  Opening  during during 
  balance Additions the year the year Total

 Restructuring 700 – (595) (105) – 
 Leave pay 1 744 1 186 (262) – 2 668
 Bonus 650 1 817 – – 2 467
 Workman’s Compensation – 194 – – 194

  3 094 3 197 (857) (105) 5 329

 Reconciliation of provisions – Company – 2009
    Utilised 
  Opening  during 
  balance Additions the year Total

 Leave pay 2 133 2 464 (198) 4 399

 Reconciliation of provisions – Company – 2008
    Utilised Reversed 
  Opening  during during 
  balance Additions the year the year Total

 Restructuring 700 – (595) (105) – 
 Leave pay 1 710 671 (248) – 2 133

  2 410 671 (843) (105) 2 133

 Group Company
 Figures in Rand thousand 2009 2008 2009 2008

15. Current tax payable (receivable)
 Opening balance 28 744 4 030 17 542 1 486
 Income tax for the year 67 273 66 325 38 849 42 563
 Tax paid during the year (98 527) (41 611) (57 999) (26 507)

  (2 510) 28 744 (1 608) 17 542

16. Trade and other payables
 Trade payables 9 057 3 234 7 320 4 444
 VAT 3 264 7 925 2 159 4 911
 Accrued Expenses – 2 355 – – 
 Other accrued expenses 5 396 6 522 5 000 6 204
 Other payables 1 742 1 145 1 800 1 106

  19 459 21 181 16 279 16 665
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

 Group Company
Figures in Rand thousand 2009 2008 2009 2008

17. Revenue
 Management fees 390 097 349 458 253 930 230 323

18. Other income
 Other income consists of:
 Consulting fees 6 115 17 544 6 115 17 544
 Board fees 1 257 1 297 2 234 1 297
 Other 50 941 37 506

  7 422 19 782 8 386 19 347

19. Operating profit
  Operating profi t for the year is stated after 

accounting for the following:

 Income from subsidiaries
 Dividends – – 12 506 5 654

 Operating lease charges
 Premises
 •  Contractual amounts 7 767 6 834 5 669 5 184
 Equipment
 •  Contractual amounts 2 101 694 1 881 493

  9 868 7 528 7 550 5 677

 (Loss)/profi t on sale of property, plant and equipment (5) 9 (5) 9
 Impairment on property, plant and equipment 3 5 3 5
 Loss on exchange differences 34 –  28 – 
 Amortisation on intangible assets 1 110 5 754 995 5 628
 Depreciation on property, plant and equipment 4 318 4 607 3 021 3 834
 Employee costs 125 619 84 608 96 043 67 223

20. Investment income
 Dividend income
 Subsidiaries – Local – – 12 506 5 654

 Interest income
 Financial assets at fair value through profi t or loss 29 461 12 352 21 877 10 479
 Bank 8 347 3 375 6 089 3 411

  37 808 15 727 27 966 13 890

21. Fair value adjustments
 Fair value through profi t or loss
 Unrealised profi t or loss on fi nancial assets 389 (24) 389 (24)
 Unrealised fair value on unlisted investment 731 – 731 –

  1 120 (24) 1 120 (24)
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 Group Company
Figures in Rand thousand 2009 2008 2009 2008

22. Finance costs
 Bank 169 137 164 131

23. Taxation
 Major components of the tax expense

 Current
 Local income tax – current period 65 189 65 247 38 849 42 563
 STC 2 084 1 078 – –

  67 273 66 325 38 849 42 563

 Deferred
 Originating and reversing temporary differences 40 (439) 35 296

  67 313 65 886 38 884 42 859

 Reconciliation of the tax expense

  Reconciliation between accounting profi t and 
tax expense.

 Accounting profi t 225 595 228 740 147 387 151 523

 Tax at the applicable tax rate of 28% 63 167 66 335 41 268 43 942
 (2008: 29%)

 Tax effect of adjustments on taxable income
 Deferred tax correction (prior year) 587 (1) 587  (1)
 Prior year underprovision 347 – – –
 Permanent differences 262 349 (2 971) (1 126)
 Tax losses carried forward – (1 947) – –
 Secondary Tax on Companies 2 084  1 078 – –
 Temporary differences 866  - –  - 
 Tax rate change –  72 – 44

  67 313 65 886 38 884 42 859

24. Auditors’ remuneration
 Fees 3 034 2 866 2 786 2 757

25. Cash generated from operations
 Profi t before taxation 225 595 228 740 147 387 151 523
 Adjustments for:
 Depreciation and amortisation 5 428 10 361 4 016 9 462
 Loss/(profi t) on sale of assets 5 (9) 5 (9)
 Dividends received – – (12 506)  (5 654)
 Interest received (37 808) (15 727) (27 966) (13 890)
 Finance costs 169 137 164 131
 Fair value adjustments (1 120) 24 (1 120) 24
 Impairment loss 3 5 3 5
 Movements in operating lease assets and accruals (462) (177) (493) (241)
 Movements in provisions 3 779 224 2 266 (277)
 Changes in working capital:
 Trade and other receivables 9 728 (37 180) 13 104 (27 654)
 Trade and other payables (1 722) 10 292 (386)  6 685

  203 595 196 690 124 474 120 105
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

 Group Company
Figures in Rand thousand 2009 2008 2009 2008

26. Tax paid
 Balance at beginning of the year (28 744) (4 030) (17 542) (1 486)
  Current tax for the year recognised in 

income statement (67 273) (66 325) (38 849) (42 563)
 Balance at end of the year (2 510) 28 744 (1 608) 17 542

  (98 527) (41 611) (57 999) (26 507)

27. Dividends paid
 Dividends (8 337) (3 770) – –

 Dividends are paid from capital profi ts.

28. Commitments
 Operating leases – as lessee (expense) 
 Minimum lease payments due
 –  within one year 8 223 5 095 6 120 4 430
 –  in second to fi fth year inclusive 860 1 650 5 476 –

  9 083 6 745 11 596 4 430

  Operating lease payments represent rentals payable 
by the Group for certain of its offi ce properties. 
Leases are negotiated for terms ranging from two 
to fi ve years for the Group.

29. Related parties
 Relationships
 Subsidiaries Refer to note 5
 Members of key management  Refer to the disclosure 

of remuneration on 
page 78.

 Related party balances

 Services delivered
 State controlled entities and national departments   23 185 24 036

 Purchased services
 Other   (60) (65)

 Related party transactions

 Services delivered
 State controlled entities and national departments   253 930 230 323

 Purchased services
 Other   (2 915) (1 925)

  Compensation to directors and other key 
management

 Short-term employee benefi ts 3 183 – 3 183 –
  Post-employment benefi ts – Pension – Defi ned 

contribution plan 298 – 298 –

  3 481 – 3 481 –
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30. Directors’ emoluments
 Figures in Rand thousand  Emoluments Pension paid Total

 Executive
 2009
 For services as employees  10 218 457 10 675

 2008
 For services as employees  9 205 399 9 604

 Non-executive
 2009
 For services as directors  1 535  1 535

 2008
 For services as directors  1 006  1 006

31. Prior period errors
 2009
  Included in trade and other receivables in the 2008 Group annual fi nancial statements was a negative “Receivable 

from subsidiary” of R1 967 531 disclosed in note 10. The R1 967 531 comprises the following balances:

 Property, plant and equipment (2 354 796)
 PAIDF – Current account 387 265

 Receivable from subsidiary (1 967 531)

  This prior year error has been corrected in the 2009 Group annual fi nancial statements. The PAIDF Trust loan has 
been eliminated on consolidation as it is a loan to Harith Fund Managers. Both the PAIDF Trust and Harith are 
subsidiaries of the Group.

  The PAIDF current account of R387 265 remains, as the PAIDF is external to the Group and this amount is owed to 
Harith from the PAIDF. This has no impact on the reported retained earnings for 2008, hence it is not restated.

 2008
  The Pan African Infrastructure Development Fund Facilitation Trust was not consolidated in the 2007 Group 

fi nancial statements. This resulted in a negative retained earnings of R6 716 million.

32. Risk management
  The Group’s activities expose it to a variety of fi nancial risks: market risk (including fair value interest rate risk, cash 

fl ow interest rate risk and price risk), credit risk and liquidity risk.

  During the course of conducting its business, the Group could be exposed to a variety of risks that may arise for 
various reasons that are inherent to the investment management processes and business. A summary of major 
risks that are of particular signifi cance to the Group’s business are presented below. These risks are managed in 
accordance with the investment mandates, as well as established and approved risk management policies and 
procedures.
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

32. Risk management (continued)
 Interest rate risk
  This risk is the potential fi nancial loss as a result of adverse movements in interest rates that affects the value 

of bonds and money market instruments. The Group has exposure to interest rate risk through investments in 
money markets and bonds.

  The sensitivity to interest rate movements is measured by the duration of the fi xed interest exposure. Such 
duration is managed relative to an appropriate benchmark. To manage the duration we utilise a combination of 
instruments to get closer to the benchmark duration.

 Market risk
 Market risk is the potential loss due to adverse movement in the market value of assets.

  The fi nancial services industry is infl uenced by various unpredictable factors, that include economic conditions, 
monetary and fi scal policies, market liquidity, cost and availability of capital, political events, acts of terror and 
investor sentiments. Any change to these factors may result in volatility in interest rates, exchange rates, equity 
and commodity prices and credit spreads. Such volatility could produce a negative movement in the market value 
of investments thereby adversely impacting the Group’s revenue stream which is directly dependent on the value 
of assets under management.
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32. Risk management (continued)
 Market risk (continued)
  PIC’s fee income is contained in each client’s investment mandate. The chart below refl ects the impact of a 

market movement on PIC’s revenue. This sensitivity was based on the market value of the total portfolio, with the 
assumption that all asset classes increase and decrease by the same amount.

 Liquidity risk
  Liquidity risk arises when there are insuffi cient liquid assets, such as cash and readily convertible securities, 

available to enable the Group to meet its obligations when due. The Group’s Fund’s strategic asset allocation 
stipulates that between 70% - 80% of the total holdings must comprise liquid assets.

  The Group’s risk to liquidity is a result of the funds available to cover future commitments. The Group manages 
liquidity risk through an ongoing review of future commitments and credit facilities.

 Credit risk
  Credit risk consists mainly of cash deposits, cash equivalents and trade debtors. The Group only deposits cash 

with major banks with high quality credit standing and limits exposure to any one counter party.

  The Group’s business is exposed to the potential for credit-related losses that can result due to an individual, 
counterparty or issuer being unable or unwilling to honour contractual obligations. The exposures may arise, for 
instance, from a deterioration in a counterparty’s fi nancial position and from entering into contracts under which 
counterparties have long-term obligations to repay the Group.

  The credit risk policy is the primary tool used to communicate corporation wide limits and exposures by 
constraining the magnitude and tenor of exposures to counterparties and issuers. A credit risk policy is signed by 
all clients, which is a standard inclusion in all investment mandates.

  The credit risk department is responsible for assessing a potential counterparty’s creditworthiness in accordance 
with the credit risk policy and client investment mandates, as well as for ongoing monitoring of the credit quality 
and limit compliance.

  Credit risk limits incorporate measures of both current and potential exposures and are set and monitored by 
broad risk type, product type and maturity.

  The Group manages credit risk by utilising internally developed models, the DI900 as a guide on limit setting for 
banks, as well as ratings from external credit rating agencies. Limits are approved by the relevant committees, 
in accordance with the Board approved delegation of authority. Risk reports are submitted to the Portfolio 
Committee, Investment Committee, Audit and Risk Committee and Board.

PICOF – Maturity analysis for interest bearing assets
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For the year ended 31 March 2009

Notes to the annual fi nancial statements (continued)

32. Risk management (continued)
 Credit risk (continued)
  The current investment policy permits investments with A rated obligors only, within approved limits and 

parameters as determined by the Board and the investment mandates. The Group only invests in listed 
instruments that are rated and listed on an approved exchange. The group’s mandate permits investment in the 
following asset classes: cash, money markets, capital markets less than seven years and equities.

 Financial assets exposed to credit risk at year-end were as follows:

  Group Group Company Company
 Figures in Rand thousand 2009 2008 2009 2008

 Financial instrument
 Asset backed securitisation vehicle 2 425 6 481 2 425 6 481
 Certifi cate of deposit 37 554 48 225 37 554 48 225
 Cash and cash equivalents 339 172 198 713 253 475 139 384
 Trade and other receivables 39 373 47 307 31 714 45 293
 Unlisted investment 1 202 – 1 202 –

 Other risk
 Collateral risk
  This is regarded as integral to credit risk, no collateral was held on the Group for the period under review, which 

is consistent with previous periods.

 Operational risk
  Operational risk is the risk of fi nancial loss and the reputational loss arising as a result of human or system error, 

a failure in internal procedures, or losses that arise due to external factors that are not a consequence of market 
risk in the portfolio. Examples of risk categories are errors in transaction settlements, in PIC’s inability to recruit 
and retain employees with the right expertise, IT-system down time or delivery failure by external suppliers. Risks 
of this nature are guarded against by systems of internal control, annual external audits, and continuous internal 
audits to review the effectiveness of the control environment, risk management programmes and external 
insurance policies.

  The Risk Framework approved by the Board sets out how operational risks should be managed across the 
Corporation. The Group’s Internal Audit department conducts regular tests to ensure Corporation wide 
compliance with the Risk Framework. An enterprise wide risk analysis will be undertaken annually to assess areas 
where risk treatment needs to be prioritised.

  The outputs of the enterprise wide risk assessment accordingly inform amendments to the Risk Framework 
policies and procedures.

 Regulatory and legislative risks
  As the fi nancial services environment is highly regulated, the Group’s business could be seriously impacted by 

non-compliance to regulatory and legislative requirements. Recent years have included changes in the corporate 
governance arena, anti-money laundering laws, disclosure of confl icts of interest and qualifi cations, auditor 
independence and disclosure practice.

  PIC Compliance and Internal Audit departments undertake frequent reviews to ensure compliance with relevant 
legislation.

 Concentration risk
  Concentration risk is the risk of losses arising due to poor diversifi cation within funds. This relates to both credit 

and market risk as excessive concentrations in a particular or correlated asset class, sector, issuer, term structure 
or fi nancial instrument type can result in undesirable risk exposures. This risk is managed in accordance with the 
investment mandate, which dictates the level of concentration.

  The fi xed income portfolio was heavily skewed towards money market investments, which are spread across 
banks to reduce and diversify the risk, thereby reducing the risk the Group has to the domestic fi nancial market in 
the (unlikely) event that a liquidity crisis is suffered by an issuer.
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32. Risk management (continued)
 Currency risk
  The Group is exposed to currency risk as Harith’s main source of income is derived from management fees on the 

Pan African Infrastructure Development Fund (PAIDF). These fees are calculated as a percentage of the committed 
capital amount by the investors in the PAIDF. Management fees are denominated in the currency of the PAIDF, 
being in US Dollars. Management fees are settled on a quarterly basis in advance, in Rand.

  Management fees are drawn down from the investors in US Dollars by the PAIDF as a percentage of the 
committed funds. The conversion to Rand is done at the time of receipt of the fees and paid over to the company 
in Rand.

 Capital adequacy risk
  Capital adequacy requirements are reviewed on a regular basis to ensure that cash resources are adequate to 

meet funding requirements and obligations.

33. Going concern
  The annual fi nancial statements have been prepared on the basis of accounting policies applicable to a going 

concern. This basis presumes that funds will be available to fi nance future operations and that the realisation of 
assets and settlement of liabilities, contingent obligations and commitments will occur in the ordinary course of 
business.

34. Post balance sheet events
  The Group’s fi nancial statements were issued on 31 May 2009 as required by the Public Finance Management 

Act, 1999 (Act No 1 of 1999). The Chairman has authorised the Group fi nancial statements for issue. The Board 
has the power to amend the fi nancial statements after the issue date.

  On 27 May 2009 the Minister of Finance approved the disposal of 54% of Harith Fund Managers (Pty) Limited. 
Harith is currently consolidated into the PIC Group. For the fi nancial year ending 31 March 2010 the Group will 
have a holding of 46% in Harith.

  General Siphiwe Nyanda (non-executive director) submitted his resignation letter on 25 May 2009 due to his 
recent appointment as Minister of Communications.

  On 31 July 2009, the Board approved the declaration of R86,9 million (STC inclusive) dividend to the shareholder.

35. Assets under management
 The PIC is entrusted with managing investments on behalf of its clients.

  The fair value of the assets under management by PIC for 2009 is R738,3 billion (2008: R786,7 billion). The fair 
value of the assets under management by Advent for 2009 is R2,5 billion (2008: R2 billion).

  The fair value of the assets under management by Harith for 2009 is US$ 625 million (2008: US$ 625 million).

36. Capital management
  The Group is licensed as a fi nancial services provider in terms of section 8 of the Financial Advisory and 

Intermediary Services Act, 2002 (Act No 37 of 2002). The Financial Services Board (FSB) requirements are 
monitored and adhered to. There are no regulatory capital management ratios imposed on the Group.

37. Capital commitments
  The Board has approved the development of a new offi ce building for the PIC company of R278 million on 

13 March 2009.

38. Contingent liabilities
 Harith
  In the current year, a Human Resources Consultant instituted legal proceedings against Harith for alleged 

termination costs amounting to R974 801 excluding any potential interest, upon termination of a consulting 
arrangement entered into at the inception of Harith.

 PIC restructuring
 There are potential advisory fees amounting to R1,5 million.
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Disclosure of remuneration

1. Non-executive directors
 Figures in Rand thousand
  Fees for
 Names services Pension Medical Bonus Total

 Moses, M (Transnet) 278 469 – – – 278 469
 Mtoba, N (Deloitte) 225 269 – – – 225 269
 Ntombela, V 297 403 – – – 297 403
 Nyanda, S 170 043 – – – 170 043
 Rhoda, A 214 503 – – – 214 503
 Sehoole, I (SAICA) 257 431 – – – 257 431
 Sithole, Z 230 300 – – – 230 300
 Strydom, J 309 771 – – – 309 771
 Waja, Y 312 777 – – – 312 777

  2 295 966 – – – 2 295 966

2. Executive directors
  Basic salary
  and other
 Names allowances Pension Medical Bonus Total

 Kekana, A (COO) 1 763 148 141 723 22 254 1 459 534 3 386 659
 Matjila, D (CIO) 1 725 929 141 723 59 473 1 459 534 3 386 659
 Molefe, B (CEO) 1 987 112 173 138 59 473 1 681 137 3 900 860

  5 476 189 456 584 141 200 4 600 205 10 674 178

3. Senior management
  Basic salary
  and other
 Names allowances Pension Medical Bonus Total

 Busetti, C 229 454 17 212 – – 246 666
 Baloyi, W* 237 048 21 002 12 200 – 270 250
 Bezuidenhout, M* 687 546 56 469 – – 744 015
 Creighton, T 435 661 34 018 17 821 – 487 500
 De Nysschen, G 693 684 28 340 – 500 916 1 222 940
 Dekker, P 849 519 70 925 43 981 712 851 1 677 276
 Herbst, A* 743 707 61 101 – 799 728 1 604 536
 Kirchner, U 81 125 6 328 8 102 – 95 555
 Louw, W 108 395 9 239 – – 117 634
 Mabuza, Z 587 376 42 409 23 798 322 062 975 645
 Macheka, P 744 495 63 261 – 463 594 1 271 350
 Msibi, G* 321 906 26 051 25 370 – 373 327
 Motsamai, P 522 006 45 746 54 415 321 911 944 078
 Motswai, X* 426 818 34 017 26 664 – 487 499
 Muleya, D 519 253 40 486 35 490 – 595 229
 Naidoo, R 334 879 25 121 – – 360 000
 Rughubar, A 792 202 66 774 49 357 589 813 1 498 146
 Smit, L 1 096 063 95 728 35 490 847 978 2 075 259
 Solomon, R 942 199 66 291 25 374 614 823 1 648 687
 Szczesniak, A 1 127 293 91 801 29 203 773 511 2 021 808
 Tyalimpi, P* 1 175 763 45 965 – – 1 221 728
 Van der Vent, W 1 296 325 159 857 59 473 1 063 850 2 579 505
 Van der Westhuizen, R* 565 798 48 077 20 430 664 349 1 298 654

  14 518 515 1 156 218 467 168 7 675 386 23 817 287

 * These senior managers resigned during the current fi nancial year.
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Statement from secretary

In terms of section 268G(d) of the Companies Act, 61 of 1973 as amended (the Companies Act), I certify that, to the 
best of my knowledge and belief, the Group has lodged with the Registrar of Companies for the year ended 31 March 
2009, all such returns as are required of a public company in terms of the Companies Act and that such returns are 
true, correct and up to date.

Ms Wilhelmina Louw
Group secretary
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as at 31 March 2009

Top 40 listed equity holdings

                     Percent of
 Company name                     Security name co. held (%)

1  Alexander Forbes Group   Alexander Forbes Prefs   22.85

2  Lewis Group Limited          Lewis          19.25

3  Sasol Limited                    Sasol Limited                   18.43

4  New Clicks Group Ltd         New Clicks         17.16

5  Investec Limited         Investec Limited         16.24

6  Imperial Holdings Limited        Imperial Holdings        15.89

7  Network Healthcare Holdings Limited          Netcare           15.7

8  Remgro Limited                  Remgro Limited                   15.41

9  Mondi Ltd                Mondi Ltd                15.37

10  The Bidvest Group Limited        Bidvest Group        15.08

11  Metropolitan Holdings Limited  Metropolitan  14.78

12  Tiger Brands Limited           Tiger Brands Limited             14.69

13  Telkom SA Limited                Telkom SA Limited                14.57

14  Super Group Limited              Super Group Limited              14.25

15  Steinhoff International Holdings Limited  Steinhoff  14.13

16  Woolworths Holdings Limited         Woolworths Holdings         13.96

17  Aveng Limited                    Aveng Limited                    13.79

18  AECI Limited                     AECI Limited                    13.77

19  Murray & Roberts Holdings Limited   Murray & Roberts   13.76

20  Brait SA                 Brait SA                 13.7

21  Spar Group Limited       Spar Group Limited       13.6

22  JD Group Limited               JD Group Limited                13.24

23  Barloworld Limited               Barloworld               12.96

24  Sanlam Limited                   Sanlam                   12.96

25  Adcock Ingram Holdings   Adcock Ingram Holdings   12.92

26  Shoprite Holdings Limited        Shoprite Holdings        12.32

27  JSE Limited              JSE Limited              12.22

28  Standard Bank Group Limited  Standard Bank  12.06

29  Truworths International Limited  Truworths International  11.87

30  Allied Electronics Corp  Allied Electronics Corp  11.86

31  Purple Capital Limited       Purple Capital Limited       11.76

32  Sentula Mining Limited   Sentula Mining Limited   11.68

33  MTN Group Limited            MTN Group Limited            11.68

34  Massmart                 Massmart                 11.35

35  Business Connexion Group Limited  Business Connexion  11.31

36  Eqstra Holdings Ltd      Eqstra Holdings Ltd      11.3

37  Reunert Limited                  Reunert                  11.2

38  Astral Foods Limited            Astral Foods Limited             11.12

39  Austro Group Ltd         Austro Group Ltd         10.37

40  Naspers                  Naspers                  10.22
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