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DIRECTORS’ RESPONSIBILITY AND APPROVAL OF THE ANNUAL FINANCIAL

STATEMENTS

The directors are responsible for ensuring that the annual financial statements fairly present the financial position and operating results of the company.  The annual financial statements have been compiled by management in terms of South African Statements of Generally Accepted Accounting Practice and are supported, where appropriate, by reasonable and prudent judgements and estimates.

The annual financial statements, set out on pages 3 to 18, were approved by the board of directors on 19 October 2002

and are signed on its behalf by:
______________________________

Director

______________________________

Director

REPORT OF THE INDEPENDENT AUDITORS

TO THE MEMBERS OF THE SMALL ENTERPRISE FOUNDATION

Introduction

We have audited the annual financial statements of The Small Enterprise Foundation set out on pages 3 to 18 for the year ended 30 June 2002.  These annual financial statements are the responsibility of the company’s directors.  Our responsibility is to report on these annual financial statements based on our audit.

Scope

We conducted our audit in accordance with Statements of South African Auditing Standards.  Those standards require that we plan and perform the audit to obtain reasonable assurance that the financial statements are free of material misstatement.  An audit includes:

· examining, on a test basis, evidence supporting amounts and disclosures included in the financial statements;

· assessing the accounting principles used and significant estimates made by management; and

· evaluating the overall financial statement presentation.

We believe that our audit provides a reasonable basis for our opinion.

Qualification

In common with similar organisations, it is not feasible for the company to institute accounting controls over cash collections from grants received prior to the initial entry of the receipts in the accounting records.  Accordingly, it was impracticable for us to extend our examination beyond the receipts actually recorded.

Audit opinion

Except for the effects of any adjustments which might have been necessary had it been possible for us to extend our examination of cash collections from grants, in our opinion, these annual financial statements fairly present, in all material respects, the financial position of the company at 30 June 2002, and the results of its operations and cash flow information for the year then ended in accordance with South African Statements of Generally Accepted Accounting Practice, and in the manner required by the Companies Act of South Africa.

DELOITTE & TOUCHE

Chartered Accountants (S.A.)

Registered Accountants and Auditors

Johannesburg

19 October 2002

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

REPORT OF THE DIRECTORS

30 JUNE 2002

The directors have pleasure in presenting their report on the company for the year ended 30 June 2002.

BUSINESS REVIEW

The principal business of the organisation is to motivate the poor to take up income generating activities and to extend credit to micro-entrepreneurs to enable them to realise their potential and thereby generate income and employment.

The Small Enterprise Foundation (“SEF”), has since inception, granted 94 603 (2001: 72 188) loans to the value of R91,5 million (2001: R70.2 million).  

OPERATING RESULTS

Results for the year ended 30 June 2002 are set out on page 6 of the financial statements and require no further comment.

LOAN LOSS RESERVES

In cases where borrowers experience death amongst their members, the company will decrease the group’s repayment and write-off the amount owed by the member.  Such write-offs are classified as death write-offs and are included under operating expenses.  During the year under review an amount of R38 695 (2001: R41 846) was written off.

A debt is declared bad once it is 84 days in arrears.  An amount of R184 899 (2001: R214 120) was written off during the year under review.  

We believe that the nature of the lending procedures, the diligence of the field staff, and the commitment of clients, give reason for believing that this excellent performance will be maintained.

The only instance where the organisation allows the renegotiation of delinquent loans is where clients are able to provide medical evidence of long-term illness.  Such amounts are not written off, and the respective clients are urged to continue with loan repayments when their condition improves.  The accumulative amount renegotiated in this way since inception and still outstanding at year-end was R121 875 (2001: R86 198).

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

REPORT OF THE DIRECTORS (continued)

30 JUNE 2002

DIRECTORS AND SECRETARY

The directors of the company for the year under review, and at the date of this report were as follows:

Mr Mutle Constantine Mogase (Chairperson)

Mr John Robert de Wit (Managing Director)

Ms Marie Albertina Kirsten

Ms Daphne Ramaisela Motsepe

Mr Matome Patrick Malatji

Mr Sanjay Doshi

Mr Ben Nkuna

Secretary  -  J R de Wit

Business Address
Postal Address
42 Boundary Street
P O Box 212

Tzaneen
Tzaneen

0850
0850

POST BALANCE SHEET EVENTS

No events have occurred between the financial year-end and the date of this report that would have a material adverse effect on either the operations of the company or its financial position.

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

BALANCE SHEET

at 30 JUNE 2002


Notes
2002
2001



R
R

ASSETS

Non-current assets

Property and equipment
1
779 510
673 812

Investments
2
603 348
577 128

Total non-current assets

 1 382 858
1 250 940

Current assets

Advances (principal outstanding)
3
8 018 004
7 375 314

Accounts receivable
4
378 292
99 646

Cash and short-term funds

5 961 223
4 736 317

Total current assets

14 357 519
12 211 277
TOTAL ASSETS

15 740 377
13 462 217

FUNDS AND LIABILITIES

Funds

General capital reserve
6
587 953
587 953

Development reserve
7
6 699 213
6 654 460

Educational reserve
8
5 800
5 300

Operational grant reserve
9
1 964 058
1 287 027

Accumulated income

1 871 338
2 091 629

Total funds

11 128 362
10 626 369
Non-current liabilities

Long term loan
10
1 000 000
1 000 000

Current liabilities

Short term loan
11
2 971 444
1 252 468

Accounts payable

640 571
583 380

Total current liabilities

3 612 015
1 835 848
TOTAL FUNDS AND LIABILITIES

15 740 377
13 462 217
THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

INCOME STATEMENT

for the year ended 30 JUNE 2002


Notes
2002
2001



R
R

Operating income

Interest earned on advances

4 596 820
5 105 953

Investment income

201 717
166 526

Finance costs

(407 589)
(403 972)

Bad debts

(184 899)
(214 120)

Margin on lending activities

4 206 049
4 654 387

Operating expenses

(5 289 750)
(4 569 781)

OPERATING (loss)/INCOME

(1 083 701)
84 606
Sundry income

7 539
5 610

Income on disposal of property and equipment

-
5 700

(loss)/income  before head office expenses

(1 076 162)
95 916
Head office expenses

(3 547 386)
(2 949 156)

LOSS before grants
12
(4 623 548)
(2 853 240)

Operational grants received
13
4 403 257
3 307 321

NET (loss)/INCOME FOR THE YEAR

(220 291)
454 081

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

STATEMENT OF CHANGES IN EQUITY

for the year ended 30 JUNE 2002

	
	
	
	
	
	
	
	

	
	
	Non-distributable

 reserve
	General capital reserve
	Development reserve
	Educational reserve
	Operational grant reserve
	Accumulated income
	Total

	
	
	R
	R
	R
	R
	R
	R
	R

	
	
	
	
	
	
	
	
	

	Balance as at 30 June 2000
	
	366 786
	587 953
	6 654 460
	5 300
	-
	1 270 762
	8 885 261

	Operational grant reserve – utilised to cover costs
	
	-
	-
	-
	-
	(3 307 321)
	-
	(3 307 321)

	Net income for the year
	
	-
	-
	-
	-
	-
	454 081
	454 081

	Operational grants received
	
	-
	-
	-
	-
	4 594 348
	-
	4 594 348

	Transfer from non-distributable reserve
	
	(366 786)
	-
	-
	-
	-
	366 786
	-

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Balance as at 30 June 2001
	
	-
	587 953
	6 654 460
	5 300
	1 287 027
	2 091 629
	10 626 369

	Operational grant reserve – utilised to cover costs
	
	-
	-
	44 753
	500
	(4 403 257)
	-
	(4 358 004)

	Net income for the year
	
	-
	-
	-
	-
	-
	(220 291)
	(220 291)

	Operational grants received
	
	-
	-
	-
	-
	5 080 288
	-
	5 080 288

	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	

	Balance as at 30 June 2002
	
	-
	587 953
	6 699 213
	5 800
	1 964 058
	1 871 338
	11 128 362

	
	
	
	
	
	
	
	
	


THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

CASH FLOW STATEMENT

for the year ended 30 JUNE 2002


Notes
2002
2001



R
R

CASH FLOWS FROM OPERATING ACTIVITIES

Cash utilised by operations
   A
(5 189 812)
(1 147 074)

Investment income

201 717
166 526

Finance costs

(407 589)
(403 972)

Net cash outflow from operating activities

(5 395 684)
(1 384 520)

CASH FLOWS FROM INVESTING ACTIVITIES

Additions to property and equipment

(197 707)
(89 895)

Proceeds on disposal of property and equipment

-
5 700

Increase in investments

(26 220)
(14 836)

Net cash outflow from investing activities

 (223 927)
(99 031)

CASH FLOWS FROM FINANCING ACTIVITIES

Development grants received

45 253
-

Operational grants received

5 080 288
4 594 348

Increase/(decrease) in short term loans

1 718 976
(339 677)

Net cash inflow from financing activities

6 844 517
4 254 671

NET INCREASE IN CASH AND CASH

EQUIVALENTS

1 224 906
2 771 120

Cash and cash equivalents at beginning of year

4 736 317
1 965 197

CASH AND CASH EQUIVALENTS 

AT END OF YEAR
B
5 961 223
4 736 317

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE CASH FLOW STATEMENT

for the year ended 30 JUNE 2002



2002
2001



R
R

A.
CASH UTILISED BY OPERATIONS

Loss before grants


(4 623 548)

(2 853 240)

Adjusted for:

Investment income


(201 717)

(166 526)

Finance costs


407 589

403 972

Depreciation


92 009

99 974

Profit on disposal of property and equipment


-

(5 700)

Movement in provision for bad debts


58 260

65 667

Operating loss before working capital changes


(4 267 407)

(2 455 853)

Increase in accounts receivable 


(278 646)

(3 640)

Increase in accounts payable


57 191

42 325

(Increase) / decrease in operating assets – principal 

outstanding, before movement in provision for 

bad debts


(700 950)

1 270 094

Cash utilised by operations 


(5 189 812)

(1 147 074)

B. CASH AND CASH EQUIVALENTS

Cash and cash equivalents consist of cash on hand and balances with banks. Cash and cash equivalents included in the cash flow statement comprised the following balance sheet amounts:

Cash and short-term funds 


5 961 223

4 736 317




5 961 223

4 736 317

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

ACCOUNTING POLICIES

30 JUNE 2002

The annual financial statements are prepared on the historical cost basis and incorporate the following principal accounting policies, which have been consistently applied with prior years in all material respects:

Interest earned on advances

Given the risk profile of the advances book, interest earned on loans is suspended until received.  

Other interest received

Other interest received is accrued on a daily basis.

Grants received

Operational grants received

These are grants which are specifically designated as being for operational expenses, where the expenses to which they relate have actually been incurred and charged to income in the same period, and where all the contractual conditions for payment of the grant amount have been met.  Where such grants have not been fully utilised during the relevant period, the balance remaining is transferred to reserves.

Grants for loan capital

Grants designated for loan capital are taken directly to General Capital Reserve.

Investments

Investments are stated at cost less amounts written off.  Where, in the opinion of the directors, a permanent diminution in value has occurred, a provision is raised and charged to the income statement.

Property and equipment

Property and equipment are depreciated on historical cost using the straight line method over the estimated useful lives of the assets. As from 1 July 2001 a change in accounting estimate was made with regards to the useful life of fixed assets. The change in useful lives is documented below.



2002



2001 
Furniture and fittings
5 years



5 years

Office equipment
5 years



5 years

Computer equipment
3 years



3 years


Motor vehicles
4 years



4 years

Land and buildings are not depreciated.

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS

30 JUNE 2001

1.
PROPERTY AND EQUIPMENT

	
	Land &

buildings

R
	Furniture

& fittings
R
	Office

equipment
R
	Computer

equipment
R
	Motor

Vehicles
R
	Total

R

	2001
	
	
	
	
	
	

	Cost
	
	
	
	
	
	

	At beginning of year
	515 897
	121 830
	99 253
	 114 219
	11 623
	862 822

	Additions
	1 298
	11 710
	39 542
	   23 345
	14 000
	89 895

	Disposals
	-
	-
	(9 695)
	   (2 550)
	-
	(12 245)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At end of year
	517 195
	133 540
	129 100
	 135 014
	25 623
	940 472

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Accumulated depreciation
	
	
	
	
	
	

	At beginning of year
	-
	35 086
	58 306
	   75 126
	10 413
	178 931

	Depreciation
	-
	40 657
	27 640
	   30 174
	1 503
	99 974

	Disposals
	-
	-
	         (9 695)
	(2 550)
	-
	(12 245)

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At end of year
	-
	75 743
	        76 251
	 102 750
	11 916
	266 660

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net book value
	517 195
	57 797
	   52 849
	   32 264
	13 707
	673 812

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	2002
	
	
	
	
	
	

	Cost
	
	
	
	
	
	

	At beginning of year
	517 195
	133 540
	129 100
	135 014
	25 623
	940 472

	Additions
	-
	65 388
	20 082
	101 237
	11 000
	197 707

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At end of year
	517 195
	198 928
	149 182
	236 251
	36 623
	1 138 179

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Accumulated depreciation
	
	
	
	
	
	

	At beginning of year
	-
	75 743
	76 251
	102 750
	11 916
	266 660

	Depreciation
	-
	28 748
	18 161
	39 538
	5 562
	92 009

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	At end of year
	-
	104 491
	94 412
	142 288
	17 478
	358 669

	
	
	
	
	
	
	

	
	
	
	
	
	
	

	Net book value
	517 195
	94 437
	54 770
	93 963
	19 145
	779 510

	
	
	
	
	
	
	


THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2001

1.
PROPERTY AND EQUIPMENT (continued) 
2002 
2001

R
R

The land and building is situated on Erf 199 in the township of Tzaneen Extension 4, Registration Division LT, Northern Transvaal.  The directors value the above property on an open market basis at R517 195  (2001: R517 195).

2.
INVESTMENTS

Listed

Investec Bank Limited

-  Investec Equity Fund
302 105
289 947



-  Fedsure General Equity Fund
301 243
287 181




603 348
577 128

The market value of the investments on 30 June 2002 amounted to R998 802 (2001: R829 054).

3.
ADVANCES (PRINCIPAL OUTSTANDING)

Loans outstanding
10 222 454
9 388 089

Unearned interest
(1 995 673)
(1 862 258)

Provision for bad debts
(208 777)
(150 517)


8 018 004
7 375 314

Movement in the provision for doubtful debts

Balance at beginning of year
150 517
84 850

Current year movement in provision for bad debts
58 260
65 667

Balance at end of year
208 777
150 517

The entity is operational in Tzaneen and the surrounding area in the Northern Province, South Africa.  Individual loans do not exceed R10 000.

Effective interest rates, based on a declining balance, range from 70,1% to 82,1%.

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002

3.
ADVANCES (PRINCIPAL OUTSTANDING) (continued)

Amounts written off during the year were expensed directly to the income statement.  

A total amount of R43 899 (2001: R203 979) was in arrears at the financial year end.  An analysis of the arrears for the current year is presented below.  The ratios presented are based on the arrears balance, divided by the gross advances amount as at year end.


R
%

30 days
20 044
0.19

60 days
12 171
0.11 

90 days
11 684
0.11 

Total
43 899
0.41 


2002
2001


R
R

4.
ACCOUNTS RECEIVABLE

Included in accounts receivable is an amount for staff debtors.  These constitute small loans available generally to managers.  These loans are interest free.  There were no arrears in respect of staff loans (2001: R Nil) at the financial year end.  Loans are normally repaid over a period of two years.

Staff debtors and other accounts receivable
378 292
99 646

5.
NON-DISTRIBUTABLE RESERVE

Balance at the beginning of year
-
366 786

Transfer to accumulated profit
-
(366 786)

Balance at the end of year
-
-

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002


2002
2001


R
R

6.
GENERAL CAPITAL RESERVE

The General Capital Reserve comprises of grants received from donors other than USAID (see Development Reserve, note 7).  Such grants are, for the most part, non-recurring grants from a variety of organisations wanting to express their interest in, and support of, the work performed by The Small Enterprise Foundation.  All grants have been designated by the donors concerned as Loan Capital to be utilised for future disbursements of loans to members.  No new grants were received during the year under review.

Balance at the end of year
587 953
587 953

7.
DEVELOPMENT RESERVE

The Development Reserve comprises solely of grants received from USAID in terms of a five year agreement that expired in September 1995.  Such funds were designated by USAID as Financial Structure support.  As with General Capital reserve, all such grants are designated as Loan Capital to be used for future disbursements of loans to members.

Balance at the end of year
6 699 213
6 654 460

8.
EDUCATIONAL RESERVE

The Educational Reserve comprises of a grant from a group of workers at LAPA, Toronto, Canada.  The donors have requested the funds be used to disburse educational loans to existing members of the organisation under an educational loan programme introduced in 1998.

Balance at the end of year
5 800
5 300

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002


2002
2001


R
R

9.
OPERATIONAL GRANT RESERVE

A grant of US$200 000 was approved by Ford Foundation, in the current year for institutional strengthening to enable SEF to obtain financial self-sufficiency. 
   


	Grant at the beginning of year
	1 287 027
	
	-

	Utilised to cover costs
	(4 403 257)
	
	(3 307 321)

	Grants received during the year:
	5 080 288
	
	4 594 348

	
	
	
	
	

	
	
	
	
	

	-
	Hivos Triodos
	197 880
	
	307 114

	-
	Ford
	2 238 874
	
	1 733 874

	-
	Institute development studies
	119 993
	
	77 454

	-
	USAID
	2 377 540
	
	2 447 885

	-
	Khula
	-
	
	28 021

	-
	HSDU
	146 001
	
	-

	
	
	
	
	

	
	
	
	
	

	
	
	
	

	Balance at the end of year
	1 964 058
	
	1 287 027

	-
	
	
	
	


10.
LONG TERM LOAN

Hivos Triodos Bank of the Netherlands has approved a total loan facility of R1 million.  The loan is redeemable in South African Rand, in two instalments of R500 000 each, on 1 July 2004 and 1 July 2005 respectively.  No specific grace period is specified in the contract.

Interest is paid at a rate of 4% below prime, with a minimum of 14% and a maximum of 18% per annum, and is payable six monthly in arrears.

The purpose of the loan is to increase the working capital for onlending to micro entrepreneurs.  The loan is secured by a first session of the advances to micro entrepreneurs financed by this loan facility.

	Balance at the beginning of year
	1 000 000
	
	1 000 000

	
	
	
	

	
	
	
	

	Balance at the end of year
	1 000 000
	
	1 000 000

	
	
	
	


THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002

10.
LONG TERM LOAN (continued)

The average balance outstanding during the year, calculated on a straight line basis, was R1 000 000         (2001: R1 000 000)

Interest accrued and paid during the year amounted to R140 000 (2001: R140 000).  

There were no arrears in respect of this loan during the year under review (2001: R Nil).


2002
2001


R
R

11.
SHORT TERM LOAN

The amount represents a working capital loan from Khula Enterprises Limited.  The loan bears interest at a rate of 14.5% per annum.  Interest is payable monthly in arrears.  The capital portion of the loan is payable within ten months of receipt of the loan.

This loan is secured by a cession of the Khula 

end user loans.
2 971 444
1 252 468

12.
LOSS BEFORE GRANTS

The loss before grants is arrived at 

after taking into account the following:

Depreciation


· As previously reported
92 009
46 483

· Change in accounting estimate
-
53 491



92 009
99 974

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002


2002
2001


R
R

12.
LOSS BEFORE GRANTS (continued)

Auditors’ remuneration

· Statutory audit
49 515
45 510

· USAID recipient audit
28 294
26 006

· Audit expenses
12 191
12 540

Directors’ emoluments

· For managerial duties
646 037
328 134

· Expenses relating to managerial duties
64 564
4 381

Current year movement in provision for bad debts
58 260
65 667

13.
OPERATIONAL GRANTS RECEIVED

H.S.D.U.
146 001
-

Ford Foundation (Operations)
1 411 631
785 854

USAID
2 377 540
2 447 885

Ford (Aids)
10 887
2 474

Khula Finance Enterprises
-
28 021

Institute for development studies
97 697
43 087

Hivos Triodos
359 501
-



4 403 257
3 307 321

No donations or subsidies in kind were received during the year under review (2001: R Nil).

 14.
TAXATION

No provision has been made for taxation as the company is currently in a tax loss position.

15.
RETIREMENT BENEFITS

All permanent employees of the company are members of the Old Mutual Orion Provident Fund.  The provident fund is in the nature of a defined contribution plan where the retirement benefits are determined with reference to the employees’ contributions to the fund.

THE SMALL ENTERPRISE FOUNDATION

(An association incorporated under Section 21 of the Companies Act)

NOTES TO THE ANNUAL FINANCIAL STATEMENTS (continued)

30 JUNE 2002

16.
FAIR VALUES

At 30 June 2002 and 2001 respectively, the carrying amounts of cash and short term funds, loans, accounts receivable, accounts payable, the short term loan and the bank overdraft approximated their fair values due to the short term maturities of these assets and liabilities.

17.
COMPARATIVE AMOUNTS

Certain comparative amounts have been reclassified in order to afford consistent disclosure.
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