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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

NOTICE OF MEETING

Notice is hereby given that the fifty fifth Annual General Meeting of Members will be held at the Royal 
thSwazi Auditorium, Ezulwini on the 27  July 2017.

Business to be transacted

1. To consider and adopt audited Financial Statements which include the Report of the Directors 
stand Report of the Auditors for the year ended 31  March 2017.

2. To elect Directors. B.S. Nkosi, L.V. Matsebula, C.S. Dlamini and E.D. Simelane who retire in 
terms of Rule 31.2 of the Society being eligible, offer themselves for re-election.

3. To fix the remuneration for the past year's audit and to appoint auditors for the ensuing year. 
PricewaterhouseCoopers being eligible, offer themselves for re-appointment.

4. To transact any other business within the scope of the meeting.

The Society House By Order of the Board
Mbabane P T Khoza
 Board Secretary
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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

Date Date

STATEMENT OF RESPONSIBILITY BY THE BOARD OF DIRECTORS
for the year ended 31 March 2017

The directors are responsible for the preparation, integrity and fair presentation of the financial 
statements of Swaziland Building Society and its subsidiary.  The financial statements presented on 
pages 9 to 57 have been prepared in accordance with International Financial Reporting Standards, and 
include amounts based on judgements and estimates made by management. The directors also prepared 
the other information included in the annual report and are responsible for both its accuracy and its 
consistency with the financial statements.

The directors are also responsible for the Group's system of internal financial control. These are designed 
to provide reasonable, but not absolute assurance, as to the reliability of the financial statements, and to 
adequately safeguard, verify and maintain accountability of the assets, and to prevent and detect 
misstatement and loss.  Nothing has come to the attention of the directors to indicate that any material 
breakdown in the functioning of these controls, procedures and system has occurred during the year 
under review.

The going concern basis has been adopted in preparing the financial statements.  The directors have no 
reason to believe that the Group (or any company within the Group) will not be a going concern in the 
foreseeable future based on forecasts and available cash resources.  These financial statements support 
the viability of the Society and the Group.

The financial statements have been audited by the independent auditors, PricewaterhouseCoopers, who 
were given unrestricted access to all financial 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 audit 
report of PricewaterhouseCoopers is presented on pages 6-8.

The Directors confirm that the annual financial statements set out on pages 9 to 57 were approved by the 
Board of Directors and are signed on its behalf by:

      
Kenneth M Mbuli Timothy RT Nhleko
(Chairman) (Managing Director)
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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

CHAIRMAN'S REPORT
for the year ended 31 March 2017

BUSINESS PERFORMANCE

It gives me great pleasure to present the 2016/17 annual report on behalf of the Swaziland Building 
Society Board of Directors (Board) which reflects a solid performance of 12.4% growth in total assets for 
the group, to settle at E2.227 billion from E1.981 billion in 2015/16.

The growth was boosted mainly by the 3.8% growth in loans and advances to customers to a total of 
E1.455 billion (2015/16: E1.402 billion). Other factors that have contributed to the growth were: 

· held to maturity investments which grew by 29.1% to E299.935 million (2015/16: E232.296), 
due to new placements with financial institutions;

· cash and cash equivalents which grew by 43.6% to E315.111 million (2015/16: E219,468 
million); and

· property, plant and equipment grew by 12.3% to E131.735 million (2015/16: E117.341 million) 
due to additions of assets and the refurbishment of some branches.

stThe net profit after tax for the year ended 31  March 2017 grew by 17.6% to E74.781 million (2015/16: 
E63.593 million). This was attributable to the growth in net interest income after impairment gains/losses 
as well as growth in non-interest income. Net interest income grew by 20.2% to E159.266 million 
(2015/16: E132.449 million) while non-interest income grew by 13.9% to E51.672 million (2015/16: 
E45.373 million) mainly due to the installation of new ATMs to total 43 by year end.

BUSINESS REVIEW

According to the Central Bank of Swaziland's Monthly Economic and Statistical reports, the economic 
environment reflected an improvement in annual consumer inflation rates from 7.8% in March 2016 to 
6.0% in March 2017. The notable slowdown mainly benefited from a decrease in food inflation. Though 
remaining at double digits, food inflation continued to moderate decreasing from 12.8% in February 
2017 to 10.3% in March 2017. With a better anticipated harvest (due to improved weather conditions) the 
drastic effects of the El Nino induced drought on food prices are gradually fading. Notable prices 
moderation was observed in the brackets of 'rice and other cereals', 'oils and fats', 'milk and milk products' 
and 'fruit'. On the other hand transport inflation slowed to 1.9% in March 2017 from 8.4% in February 
2017. Further moderation was also observed in the prices for 'clothing and footwear' and 'recreation and 
culture'.

The Central Bank of Swaziland increased the Bank rate by 50 basis points to 7.00% in May 2016. This 
was the first increase during the financial year 2016/7 and was followed by a further increase in January 
2017 of 25 basis points, increasing the Bank rate to 7.25%. This was the seventh increase in Bank rates 
since July 2014 when it was 5.25%. These increases in the Bank rate have been in response to 
depreciation of the local currency and increasing inflationary pressures.

The Swaziland Building Society and Commercial banks subsequently increased the prime lending rate to 
10.75% in January 2017. The effect of the increases in interest rates is being felt by businesses in the 
economy and lending levels may decline in the long run while the default rate will likely increase for 
existing  loans.
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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

CHAIRMAN'S REPORT (continued)
for the year ended 31 March 2017

BUSINESS  REVIEW (continued)

Customer deposits reflected growth at 13.2% due to new business through the increased ATM network 
and the promotion of The Society products. A significant growth was also realised in permanent shares at 
12% due to the spill over of the marketing initiative in 2015/6 and the capitalization of dividend 
payments. Lending business reflected a slight increase of 3.8% in new business as a result ofincreased 
interest rates. Tight credit risk management continues to be applied in response to the positive but very 
slow economic turnaround.

The Swaziland Building Society continued to grow its foot print as the number of ATMs increased to 43 
from 33 in the previous year, with the addition of a total of 10 new ATMs: Bhunu Mall (2 ATMs), Boxer 
Supermarket Manzini, Multisave Spar Mbabane, Hluthi, Mbabane Bus Rank, Mafutseni Total Filling 

rd nd ndStation, Sikhulile (3  ATM), Mashayitafula (2  ATM) and Nhlangano Branch (2  ATM)

The The Society also launched over the counter foreign exchange services at its Executive Suite and 
Asakhe branch both located in Asakhe House so as to further improve customer services and efficiencies. 

GOVERNANCE  AND  COMPLIANCE

The Board consists of eight non-executive and one executive director. The Board exercises independence 
and the members have varied skills and expertise to effectively manage The Society. The Board continues 
to embark on appropriate training programs to enhance its effectiveness and achieve the adoption of 
acceptable corporate governance principles and practices.

The Board has established subcommittees to assist in the carrying out of its duties in accordance with the 
King IV Report, the training on which is also considered and tailored through the assistance of the 
Institute of Directors South Africa.

SOCIAL  RESPONSIBILITY

The Society continues to invest in corporate social activities through various initiatives in the 
communities in which it operates around the country. The areas of support include health, education, 
environmental, sports and other disaster interventions.

The Society continued its support to the Tennis Association during 2016/17 which was a great success in 
nurturing the passion for sports and improving the standard of tennis in Swaziland.

Other major events which also see significant participation by our staff are nature walks such as the 
Sibebe Challenge, Cheshire Homes Charity Walk at Malolotja, Swaziland Breast & Cervical Cancer 
Network Charity Walk at Ezulwini, Mahamba Gorge in Shiselweni, as well as an FSRA organized walk at 
Lobamba. Such events not only contribute to charity and the good health of our staff, but are also a way of 
team-building and nurturing a sense of responsibility towards supporting worthy causes.

FUTURE OUTLOOK  AND  OTHER  DEVELOPMENTS

The Society remains optimistic about the future as it continues to execute its strategic initiatives in line 
with the vision and mission,
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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

CHAIRMAN'S REPORT (continued)
for the year ended 31 March 2017

FUTURE OUTLOOK AND OTHER DEVELOPMENTS (continued)

New strategic partnerships will be formed and those with existing partners will be strengthened in pursuit 
of mutual benefits as new products and services are rolled out and improved.

One of the exciting new initiatives will be the introduction of the Executive Suite within Sikhulile Branch 
in Manzini which is intended to provide superior services to our clientele within that segment, as well as 
the refurbishment of Sikhulile Branch.

The Society aims to entrench customer service and review its organizational structure in order to improve 
services delivery as well as achieve its strategic objective. 

The Society is considering other ways it can improve its business model in order to serve its customers 
better and achieve sustainability in the medium to long term.

In response to our customers, the Society will continue to extend its footprint and visibility through a 
further installation of ATMs at Woodlands shopping complex, Trelawney Park, Hlathikhulu, Mpaka 
Shopping Complex, Mashayitafula, Malkerns Square, Ngwane Park, Hub Spar or surrounding areas, 
Boxer Nhlangano, Siteki Branch and Zara Investments. This also includes the revamp and expansion of 
the Sikhulile branch which will see it modernized and create a more customer centric atmosphere.

The Society further plans to launch merchant POS, fully fledged MTN Mobile Money Services and The 
Society Mobile Platform Services, and international money transfer in an effort of creating a one-stop 
shop for its clients.

ACKNOWLEDGEMENTS

On behalf of the Board of Directors, I wish to thank our staff who have worked tirelessly in serving our 
customers and creating a customer centric environment. They remain passionate about the Society and 
have diligently contributed to the achievement of the excellent financial results.

We remain indebted to our customers who continue to afford the Society loyalty and confidence by using 
its products and services and also demanding higher standards and service delivery. 

Without the various service providers and partners, the Society would not be able to effectively and 
efficiently deliver its products and services to meet the growing expectations of our customers. We thank 
them for their support.

Our regulators continue to ensure that the Society complies with regulations and prudential standards. 
They are always readily available to provide support and guidance whilst ensuring that the Society's 
operations remain sound and safe guard the interests of the public. This support is highly appreciated.

Kenneth M Mbuli
Chairman
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Independent auditor's report

To the shareholders of Swaziland Building Society

Our opinion
In our opinion, the consolidated and separate financial statements present fairly, in all material respects, 
the consolidated and separate financial position of Swaziland Building Society (the Society) and its 
subsidiary (together the Group) as at 31 March 2017, and its consolidated and separate financial 
performance and its consolidated and separate cash flows for the year then ended in accordance with 
International Financial Reporting Standards and the requirements of the Building Societies Act of 1962.

What we have audited
Swaziland Building Society's consolidated and separate financial statements set out on pages 12 to 57 
comprise:

· the  consolidated and separate statements of financial position as at 31 March 2017;
· the  consolidated and separate statements of comprehensive income for the year then ended;
· the consolidated and separate statements of changes in equity for the year then ended;
· the consolidated and separate statements of cash flows for the year then ended; and
· the notes to the financial statements, which include a summary of significant accounting 

policies.

Basis for opinion
We conducted our audit in accordance with International Standards on Auditing (ISAs). Our 
responsibilities under those standards are further described in the Auditor's responsibilities for the audit 
of the consolidated and separate financial statements section of our report. 

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

Independence
We are independent of the Group in accordance with the International Federation of Accounts (IFAC) 
Code of Ethics for Professional Accountants.

We have fulfilled our ethical responsibilities in accordance with the IFAC Code. 

Other information
The directors are responsible for the other information. The other information comprises the Directors' 
Report, as required by the Building Societies Act of 1962, notice of meeting, the Chairman's report and 
the statement of responsibility by the Board of Directors. Other information does not include the 
consolidated and separate financial statements and our auditor's report thereon.

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

In connection with our audit of the consolidated and separate financial statements, our responsibility is to 
read the other information identified above and, in doing so, consider whether the other information is 
materially inconsistent with the consolidated and separate financial statements or our knowledge 
obtained in the audit, or otherwise appears to be materially misstated. 

Partner in charge T Mason
PricewaterhouseCoopers, RHUS Office Park, Kal Grant Street, Mbabane, Swaziland
P O Box 569, Mbabane H100, Swaziland Telephone +268 2404 2861/3, Telephone or 2404 3143, Facsimile +268 2404 5015, www.pwc.com
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If, based on the work we have performed, we conclude that there is a material misstatement of this other 
information, we are required to report that fact. We have nothing to report in this regard.
 
Responsibilities of the directors for the consolidated and separate financial statements
The directors are responsible for the preparation and fair presentation of the consolidated and separate 
financial statements in accordance with International Financial Reporting Standards and the 
requirements of the Building Societies Act of 1962, and for such internal control as the directors 
determine is necessary to enable the preparation of consolidated and separate financial statements that 
are free from material misstatement, whether due to fraud or error. 

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

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

 the basis of these consolidated and separate financial statements.

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

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

· Obtain an understanding of internal control relevant to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Group's and the Society's internal control. 

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

· Conclude on the appropriateness of the directors' use of the going concern basis of accounting and, 
based on the audit evidence obtained, whether a material uncertainty exists related to events or 
conditions that may cast significant doubt on the Group's and the Society's ability to continue as a 
going concern. If we conclude that a material uncertainty exists, we are required to draw attention in 
our auditor's report to the related disclosures in the consolidated and separate financial statements 
or, if such disclosures are inadequate, to modify our opinion. Our conclusions are based on the audit 
evidence obtained up to the date of our auditor's report. However, future events or conditions may 
cause the Group and / or Society to cease to continue as a going concern. 
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· Evaluate the overall presentation, structure and content of the consolidated and separate financial 
statements, including the disclosures, and whether the consolidated and separate financial 
statements represent the underlying transactions and events in a manner that achieves fair 
presentation.

· Obtain sufficient appropriate audit evidence regarding the financial information of the entities or 
business activities within the group to express an opinion on the consolidated financial statements. 
We are responsible for the direction, supervision and performance of the group audit. We remain 
solely responsible for our audit opinion.

We communicate with the directors regarding, among other matters, the planned scope and timing of the 
audit and significant audit findings, including any significant deficiencies in internal control that we 
identify during our audit.

PricewaterhouseCoopers  
Partner: Theo Mason
Registered Auditor 
P.O. Box 569 Mbabane
Date: 
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SWAZILAND BUILDING SOCIETY AND ITS SUBSIDIARY

DIRECTORS' REPORT
for the year ended 31 March 2017

The Directors have pleasure in submitting their report which forms part of the financial statements of the 
Society for the year ended 31 March 2017.

Nature of business

The nature of the business of the Society, which is mainly the provision of mortgage finance for urban and 
rural property acquisition and development, together with the acceptance of savings and investment 
deposits, remained unchanged during the year.

Results for the year

The Directors report an operating income before income tax for the year of E103.1 million 
(2016: E87. 9 million).  Loans and advances at year end increased to E1.455 billion (2016: E1.401 
billion), whilst total assets increased by 12% to E2.227 billion (2016: E1.981 billion) at year end.  
Reserves at the year-end totalled E417.28 million representing 19% of total assets (2016: E389.3 million 
representing 19.6% of total assets).

Directors

K M Mbuli    - Chairman

W Z Lomahoza    - Deputy Chairman

T R T Nhleko     - Managing Director

C S Dlamini    - Member

S M I Dlamini    -  Member 

B S Nkosi    - Member

E D Simelane    -  Member

L V Matsebula    -  Member

C Sullivan    -  Member

Secretary

P T Khoza

Contracts

There were no contracts entered into during the year in which Directors or officers of the Society had 
interests.
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DIRECTORS' REPORT (continued)
for the year ended 31 March 2017

Subsequent events

There are no events which have occurred between the statement of financial position date and the date of 
this report which have a material impact on these financial statements.

Rules of the Society

The rules of the Society are available for inspection by members of the public during the normal business 
hours of the Society.

Registered office
 
The Society House
Corner Dzeliwe and Mdada Street
Mbabane

The Society is registered in terms of the Building Societies Act of 1962.

Auditors

PricewaterhouseCoopers
RHUS Office Park, Karl Grant Street, Mbabane

PricewaterhouseCoopers was appointed as auditors of the Society in terms of Rule 29.3 of the 
Society Rules.

Lawyers

Robinson Bertram
Cloete Henwood Associates
S.V. Mdladla and Associates
Magagula and Hlophe
Waring Attorneys
CJ Littler

Bankers

First National Bank of Swaziland
Standard Bank Swaziland 
Nedbank Swaziland
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DIRECTORS' REPORT (continued)
for the year ended 31 March 2017

Head office administration

T R T Nhleko    - Managing Director

Vacant     - General Manager

T Nzuza    - Chief Financial Officer

L W Motsa    - Manager Information Technology

J L Manana    - Manager Mortgage

T R Dlamini    - Manager Human Resources

W M Mndzebele   - Manager Operations

Z S Dlamini    - Manager Internal Audit

M Y Manana    - Manager Short Term Business

L Y Mzizi    - Manager Marketing 

M A Dludlu    - Manager Distribution Channels 

P T Khoza    - Manager Legal / Board Secretary

T L Dlamini    - Compliance Officer

S B Simelane    - Risk Officer

S S Motsa    - Manager Executive Services

Branches

Mbabane    - Asakhe House, Mdada Street

Swazi Plaza    - Shop S15 Sales House Building

Manzini    - Sikhulile House, Nkoseluhlaza Street

Manzini    - The Society House, Ngwane Street

thNhlangano    - The Society House, 4  Street

Siteki - The Society House, Queensway Avenue

Matsapha    - Mahhala Shopping Complex

Pigg's Peak    - Evelyn Baring Street, Pigg's Peak

Matata     - Matata Shopping Complex
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CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 31 March 2017
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CONSOLIDATED STATEMENT OF FINANCIAL POSITION
at 31 March 2017
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 31 March 2017
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CONSOLIDATED STATEMENT OF CHANGES IN EQUITY (continued)
for the year ended 31 March 2017
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CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 31 March 2017 
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NOTES TO THE FINANCIAL STATEMENTS
for the year ended 31 March 2017

1. General information

Swaziland Building Society ('the Society') provides mortgage finance for urban property acquisition and 
development, together with the acceptance of savings and investment deposits. 

The Society was formed and registered in terms of the Building Societies Act of 1962 and it is not listed 
on any exchange.

2. Summary of significant accounting policies

The principal accounting policies applied in the preparation of these consolidated financial statements 
are set out below. These policies have been consistently applied to all the years presented, unless 
otherwise stated.

2.1 Basis of preparation

The consolidated financial statements of Swaziland Building Society have been prepared in accordance 
with International Financial Reporting Standards, IFRIC Interpretations and the Building Societies Act 
of 1962. The consolidated financial statements have been prepared under the historical cost convention, 
as modified by the revaluation of land and buildings, available-for-sale financial assets, and financial 
assets and financial liabilities (including derivative instruments) at fair value through profit or loss.

The preparation of consolidated financial statements in conformity with IFRS requires the use of certain 
critical accounting estimates. It also requires management to exercise its judgement in the process of 
applying the Society's accounting policies. The areas involving a higher degree of judgement or 
complexity, or areas where assumptions and estimates are significant to the financial statements are 
disclosed in note 2.2.

2.1.1  Changes in accounting policy and disclosures

(a) New standards, amendments and interpretations adopted by the Group

There were no new standards adopted by the Group for the first time for the financial year beginning on or 
after 1 April 2016.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2017

2.1 Basis of preparation (continued)

2.1.1  Changes in accounting policy and disclosures (continued)

(b) New standards and interpretations not yet adopted 

Certain new accounting standards and interpretations have been published that are not mandatory for 31 
March 2017 reporting periods and have not been early adopted by the group. The group's assessment of 
the impact of these new standards and interpretations is set out below
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2017

2.1 Basis of preparation (continued)

2.1.1  Changes in accounting policy and disclosures (continued)

(b) New standards and interpretations not yet adopted (continued)

2.2 Critical accounting estimates and judgements

Estimates and judgements are continually evaluated and are based on historical experience and other 
factors, including expectations of future events that are believed to be reasonable under the 
circumstances.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2017

2.2.1 Critical accounting estimates and assumptions (continued)

The group makes estimates and assumptions concerning the future. The resulting accounting estimates 
will, by definition, seldom equal the related actual results. The estimates and assumptions that have a 
significant risk of causing a material adjustment to the carrying amounts of assets and liabilities within 
the next financial year are addressed below.

(a) Loans and advances' impairment 

The process of identifying potential impairment in the loans and advances' balances is the result of a 
process of estimating what loans and advances based on actual evidence at year end will not be 
recoverable in the future. A specific impairment is then allocated to individual loans and advances 
balances in line with the evidence. Portfolio impairments are only made after the specific impairment has 
been made and overriding economic conditions indicate that the loans and advances balance as a whole 
might still be impaired after the specific provision. 

(b) Income taxes

The group is subject to income taxes in terms of the tax laws of Swaziland. Significant judgement is 
required in determining the provision for income taxes in terms of these laws. There are many 
transactions and calculations for which the ultimate tax determination may not be certain. The Society 
recognises liabilities for anticipated tax audit issues based on estimates of whether additional taxes will 
be due. Where the final tax outcome of these matters is different from the amounts that were initially 
recorded, such differences will impact the current and deferred income tax assets and liabilities in the 
period in which such determination is made.

(c) Useful lives of property, plant and equipment 

Estimation is used in approximating the useful lives and residual values of property, plant and equipment. 
These assessments are made on an annual basis and use historical evidence and current economic factors 
to estimate the values. Depreciation is not provided for on buildings as the directors consider their 
residual value will not be materially different from book value.

2.3 Consolidation

(a) Subsidiaries

Subsidiaries are all entities (including special purpose entities) over which the group has the power to 
govern the financial and operating policies generally accompanying a shareholding of more than one half 
of the voting rights. The existence and effect of potential voting rights that are currently exercisable or 
convertible are considered when assessing whether the group controls another entity. The group also 
assesses existence of control where it does not have more than 50% of the voting power but is able to 
govern the financial and operating policies by virtue of de-facto control. De-facto control may arise in 
circumstances where the size of the group's voting rights relative to the size and dispersion of holdings of 
other shareholders give the group the power to govern the financial and operating policies etc.

Subsidiaries are fully consolidated from the date on which control is transferred to the group. They are 
deconsolidated from the date that control ceases.
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NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2017

2.3 Consolidation (continued)

(a) Subsidiaries (continued)

The group applies the acquisition method to account for business combinations. The consideration 
transferred for the acquisition of a subsidiary is the fair values of the assets transferred, the liabilities 
incurred to the former owners of the acquiree and the equity interests issued by the group. The 
consideration transferred includes the fair value of any asset or liability resulting from a contingent 
consideration arrangement. Identifiable assets acquired and liabilities and contingent liabilities assumed 
in a business combination are measured initially at their fair values at the acquisition date. The group 
recognises any non-controlling interest in the acquiree on an acquisition- by-acquisition basis, either at 
fair value or at the non-controlling interest's proportionate share of the recognised amounts of acquiree's 
identifiable net assets. Acquisition-related costs are expensed as incurred.

If the business combination is achieved in stages, the acquisition date fair value of the acquirer's 
previously held equity interest in the acquiree is remeasured to fair value at the acquisition date through 
profit or loss. Any contingent consideration to be transferred by the group is recognised at fair value at the 
acquisition date. Subsequent changes to the fair value of the contingent consideration that is deemed to be 
an asset or liability is recognised in accordance with IAS 39 either in profit or loss or as a change to other 
comprehensive income. Contingent consideration that is classified as equity is not remeasured, and its 
subsequent settlement is accounted for within equity.

Goodwill is initially measured as the excess of the aggregate of the consideration transferred and the fair 
value of non-controlling interest over the net identifiable assets acquired and liabilities assumed. If this 
consideration is lower than the fair value of the net assets of the subsidiary acquired, the difference is 
recognised in profit or loss.

Inter-company transactions, balances, income and expenses on transactions between group companies 
are eliminated. Profits and losses resulting from inter-company transactions that are recognised in assets 
are also eliminated. Accounting policies of subsidiaries have been changed where necessary to ensure 
consistency with the policies adopted by the group.

(b) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity 
transactions – that is, as transactions with the owners in their capacity as owners. The difference between 
fair value of any consideration paid and the relevant share acquired of the carrying value of net assets of 
the subsidiary is recorded in equity. Gains or losses on disposals to non-controlling interests are also 
recorded in equity.

(c) Disposal of subsidiaries

When the group ceases to have control any retained interest in the entity is re-measured to its fair value at 
the date when control is lost, with the change in carrying amount recognised in profit or loss. The fair 
value is the initial carrying amount for the purposes of subsequently accounting for the retained interest 
as an associate, joint venture or financial asset. In addition, any amounts previously recognised in other 
comprehensive income in respect of that entity are accounted for as if the group had directly disposed of 
the related assets or liabilities. This may mean that amounts previously recognised in other 
comprehensive income are reclassified to profit or loss.
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2.3  Consolidation (continued)

(c)  Disposal of subsidiaries (continued)

The fair value is the initial carrying amount for the purposes of subsequently accounting for the retained 
interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised in 
other comprehensive income in respect of that entity are accounted for as if the Group had directly 
disposed of the related assets or liabilities. 

This may mean that amounts previously recognised in other comprehensive income are reclassified to 
profit or loss. If the ownership interest in an associate is reduced but significant influence is retained, only 
a proportionate share of the amounts previously recognised in other comprehensive income are 
reclassified to profit or loss where appropriate.

2.4 Financial instruments

2.4.1 Classification

The Society classifies its financial assets in the following categories: at fair value through profit or loss, 
loans and receivables and available for sale. The classification depends on the purpose for which the 
financial assets were acquired. Management determines the classification of financial assets at initial 
recognition.

(a) Financial assets at fair value through profit and loss

Financial assets at fair value through profit and loss are financial assets held for trading. A financial asset 
is classified in this category if acquired principally for the purpose of selling in the short term. 
Derivatives are also categorised as held for trading unless they are designated as hedges. Assets in this 
category are classified as current assets. The Society currently does not have assets in this category.

(b) Loans and receivables

Loans and receivables are non-derivative financial assets with fixed or determinable payments that are 
not quoted in an active market. The Society's loans and receivables comprise 'cash and cash equivalents' 
in the statement of financial position (accounting policy 2.9).

(c) Available for sale financial assets

Available for sale financial assets are non-derivatives that are either designated in this category or not 
classified in any of the other categories. They are included in non-current assets unless management 
intends to dispose of the investment within 12 months of the balance sheet date. 

2.4.2 Recognition and measurement

Regular purchases and sales of financial assets are recognised on the trade-date – the date on which the 
Society commits to purchase or sell the asset. Investments are initially recognised at fair value plus 
transaction costs for all financial assets not carried at fair value through profit or loss. Financial assets 
carried at fair value through profit or loss are initially recognised at fair value and transaction costs are 
expensed in the income statement. 
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2.4 Financial instruments (continued)

2.4.2 Recognition and measurement (continued)

Financial assets are derecognised when the rights to receive cash flows from the investments have 
expired or have been transferred and the Society has transferred substantially all risks and rewards of 
ownership. Available-for-sale financial assets and financial assets at fair value through profit or loss are 
subsequently carried at fair value. Loans and receivables are carried at amortised cost using the effective 
interest method.

Gains or losses arising from changes in the fair value of the 'financial assets at fair value through profit or 
loss' category are presented in the income statement within 'other (losses)/gains – net' in the period in 
which they arise. Dividend income from financial assets at fair value through profit or loss is recognised 
in the income statement as part of other income when the Society's right to receive payments is 
established.

Changes in the fair value of monetary securities denominated in a foreign currency and classified 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 profit or loss, while translation 
differences on non-monetary securities are recognised in equity. 

Changes in the fair value of monetary and nonmonetary securities classified as available-for-sale are 
recognised in equity.

When securities classified as available for sale are sold or impaired, the accumulated fair value 
adjustments recognised in equity are included in the income statement as 'gains and losses from 
investment securities'.

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 Society's right to receive payments 
is established.

The fair values of quoted investments are based on current bid prices. If the market for a financial asset is 
not active (and for unlisted securities), the Group establishes fair value 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 flow analysis, and option pricing models making maximum use 
of market inputs and relying as little as possible on entity-specific inputs. 

The Society assesses at each balance sheet date whether there is objective evidence that a financial asset 
or a group of financial assets is impaired. In the case of equity securities classified as available for sale, a 
significant or prolonged decline in the fair value of the security below its cost is considered as an 
indicator that the securities are impaired.
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2.4 Financial instruments (continued)

2.4.2 Recognition and measurement (continued)

If any such evidence exists for available-for-sale financial assets, the cumulative loss – measured as the 
difference between the acquisition cost and the current fair value, less any impairment loss on that 
financial asset previously recognised in profit 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. 

2.5 Impairment of financial assets

(a)  Assets carried at amortised cost

The group assesses at the end of each reporting period whether there is objective evidence that a financial 
asset or group of financial assets is impaired. A financial asset or a group of financial assets is impaired 
and impairment losses are incurred only if there is objective evidence of impairment as a result of one or 
more events that occurred after the initial recognition of the asset (a 'loss event') and that loss event (or 
events) has an impact on the estimated future cash flows of the financial asset or group of financial assets 
that can be reliably estimated. Evidence of impairment may include indications that the debtors or a 
group of debtors is experiencing significant financial difficulty, default or delinquency in interest or 
principal payments, the probability that they will enter bankruptcy or other financial reorganisation, and 
where observable data indicate that there is a measurable decrease in the estimated future cash flows, 
such as changes in arrears or economic conditions that correlate with defaults.

For loans and receivables category, the amount of the loss is measured as the difference between the 
asset's carrying amount and the present value of estimated future cash flows (excluding future credit 
losses that have not been incurred) discounted at the financial asset's original effective interest rate. The 
carrying amount of the asset is reduced and the amount of the loss is recognised in the consolidated 
income statement. If a loan or held-to-maturity investment has a variable interest rate, the discount rate 
for measuring any impairment loss is the current effective interest rate determined under the contract. As 
a practical expedient, the group may measure impairment on the basis of an instrument's fair value using 
an observable market price.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related 
objectively to an event occurring after the impairment was recognised (such as an improvement in the 
debtor's credit rating), the reversal of the previously recognised impairment loss is recognised in the 
consolidated income statement.

(b) Assets classified as available for sale

The group assesses at the end of each reporting period whether there is objective evidence that a financial 
asset or a group of financial assets is impaired. For debt securities, the group uses the criteria referred to in 
(a) above.
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2.5 Impairment of financial assets (continued)

(b)  Assets classified as available for sale (continued)

In the case of equity investments classified as available for sale, a significant or prolonged decline in the 
fair value of the security below its cost is also evidence that the assets are impaired. If any such evidence 
exists for available-for-sale financial assets, the cumulative loss – measured as the difference between the 
acquisition cost and the current fair value, less any impairment loss on that financial asset previously 
recognised in profit or loss – is removed from equity and recognised in profit or loss. Impairment losses 
recognised in the consolidated income statement on equity instruments are not reversed through the 
consolidated income statement. If, in a subsequent period, the fair value of a debt instrument classified as 
available for sale increases and the increase can be objectively related to an event occurring after the 
impairment loss was recognised in profit or loss, the impairment loss is reversed through the consolidated 
income statement.

2.6 Properties in possession 

Properties in possession are those properties bought in by the Society following default by the 
mortgagors. Properties in possession are carried at the lower of cost and net realisable value. Cost is the 
reserve price set by the Society. Properties in possession are disclosed under Other Assets in the 
Statement of financial position.  

2.7  Property, plant and equipment

Land and buildings are initially recognised at cost. Subsequently land and buildings are carried at a 
revalued amount, which is the fair value at the date of the revaluation as determined from market based 
evidence. Valuations are performed frequently enough to ensure that the fair value of a revalued asset 
does not differ materially from its carrying amount. No provision is made for depreciation of land and 
buildings as, in the opinion of the Directors, their residual value will not be materially different from book 
value. 

Any revaluation surplus is credited to the asset revaluation reserve, except to the extent that it reverses a 
revaluation decrease of the same asset previously recognised in profit and loss, in which case the increase 
is recognised in profit and loss. A revaluation deficit is recognised in profit and loss, except that a deficit 
directly offsetting a previous surplus on the same asset is directly off-set against the surplus in the asset 
revaluation reserve. The revaluation surpluses are transferred directly to retained earnings in the 
statement of changes in equity when the related assets are derecognised.  

Other items of property, plant and equipment are initially recognised at cost. Subsequently they are 
carried at cost, and exclude the cost of day-to-day servicing, less accumulated depreciation and 
accumulated impairment in value.

Such cost includes the cost of replacing part of such plant and equipment when that cost is incurred if the 
recognition criteria are met. Depreciation is based on a straight line basis estimated to write each asset 
down to estimated residual value over the term of its useful life at the following rates:
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2.7  Property, plant and equipment (continued)

Items   Useful Life
Furniture and fixtures   3 to 10 years
Motor vehicles  5 years
Office equipment  10 years
Computer equipment  2 to 5 years
Machinery  5 to 8 years
Freehold land and buildings  indefinite
Machinery  5 to 8 years
Leasehold  5 years

Items of property, plant and equipment are derecognised on disposal or when no future economic benefits 
are expected from their use or disposal. The gain or loss arising from the derecognition of an item of 
property, plant and equipment is included in profit or loss when the item is derecognised. The gain or loss 
arising from the derecognition of an item of property, plant and equipment is determined as the difference 
between the net disposal proceeds, if any, and the carrying amount of the item. 

Impairment losses are recognised as an expense immediately.

Residual values, useful lives and impairment are assessed annually and adjusted as appropriate.

Expenditure on repairs or maintenance of property, plant and equipment incurred to restore or maintain 
future economic benefits expected from the assets is recognised as an expense when incurred. Costs for 
modifying and maintaining computer software are also recognised as an expense when incurred.

2.8 Current and deferred income taxes

The tax expense for the period comprises current and deferred tax. Tax is recognised in the income 
statement, except to the extent that it relates to items recognised in other comprehensive income or 
directly in equity. In this case, the tax is also recognised in other comprehensive income or directly in 
equity, respectively.

The current income tax charge is calculated on the basis of the tax laws enacted or substantively enacted 
at the balance sheet date in the countries where the society and its subsidiaries operate and generate 
taxable income. Management periodically evaluates positions taken in tax returns with respect to 
situations in which applicable tax regulation is subject to interpretation. It establishes provisions where 
appropriate on the basis of amounts expected to be paid to the tax authorities.

Deferred income tax is recognised, using the liability method, on temporary differences arising between 
the tax bases of assets and liabilities and their carrying amounts in the consolidated financial statements.

However, deferred tax liabilities are not recognised if they arise from the initial recognition of goodwill; 
deferred income tax is not accounted for if it arises from initial recognition of an asset or liability in a 
transaction other than a business combination that at the time of the transaction affects neither accounting 
nor taxable profit or loss. 
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2.8 Current and deferred income taxes (continued)

Deferred income tax is determined using tax rates (and laws) that have been enacted or substantially 
enacted by the balance sheet date and are expected to apply when the related deferred income tax asset is 
realised or the deferred income tax liability is settled.

Deferred income tax assets are recognised only to the extent that it is probable that future taxable profit 
will be available against which the temporary differences can be utilised.

Deferred income tax is provided on temporary differences arising on investments in subsidiaries and 
associates, except for deferred income tax liability where the timing of the reversal of the temporary 
difference is controlled by the group and it is probable that the temporary difference will not reverse in the 
foreseeable future.

Deferred income tax assets and liabilities are offset when there is a legally enforceable right to offset 
current tax assets against current tax liabilities and when the deferred income taxes assets and liabilities 
relate to income taxes levied by the same taxation authority on either the same taxable entity or different 
taxable entities where there is an intention to settle the balances on a net basis.

2.9 Cash and cash equivalents

In the consolidated statement of cash flows, cash and cash equivalents includes cash in hand, deposits 
held at call with banks, other short-term highly liquid investments with original maturities of three 
months or less and bank overdrafts. 

2.10 Permanent shares

Permanent shares are classified as equity. Increment costs directly attributable to the issue of new 
permanent shares are shown in equity as a deduction, net of tax, from proceeds.

2.11 Statutory reserve

In terms of Section 39 of the Building Societies Act of 1962, every Building Society is required to 
establish a statutory reserve fund. At the end of each financial year, the Building Society is required to 
transfer into the statutory reserve fund an amount which shall not be less than ten per cent of its 
ascertained net profits.

2.12 General reserve

A general reserve is maintained to provide against risks to which the Society is exposed. This is a 
provision calculated for regulatory purposes in accordance with circular 8, which states that the Society 
has to transfer to non-distributable reserves 1% of the balance of loans and advances.

2.13 Subscription shares, fixed and savings deposits

All subscription shares and customer deposits are initially recognised at fair value of the 
consideration received.  Subsequent to initial recognition, these deposits are measured at amortised 
cost, which includes any service / handling charges associated with the servicing of the deposits, 
together with interest earned and paid to the customer, using the effective interest rate method. 
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2.14   Other liabilities and accruals

Other liabilities and accruals are recognised when the Society has a present obligation (legal or 
constructive) as a result of a past event, it is probable that an outflow of resources embodying economic 
benefits will be required to settle the obligation and a reliable estimate can be made of the amount of the 
obligation.

Interest and dividends are accrued on daily basis from the date of the last payment until such time as 
interest and dividends are next paid to customers and members in respect of Swaziland Building Society 
shares, fixed and savings deposits.

2.15 Borrowings

Borrowings are recognised initially at fair value, net of transaction costs incurred. Borrowings are 
subsequently carried at amortised cost; any difference between the proceeds (net of transaction costs) and 
the redemption value is recognised in the income statement over the period of the borrowings using the 
effective interest method. 

Fees paid on the establishment of loan facilities are recognised as transaction costs of the loan to the 
extent that it is probable that some or all of the facility will be drawn down. In this case, the fee is deferred 
until the draw-down occurs. To the extent there is no evidence that it is probable that some or all of the 
facility will be drawn down, the fee is capitalised as a pre-payment for liquidity services and amortised 
over the period of the facility to which it relates.

2.16 Revenue

Revenue is recognised to the extent that it is probable that the economic benefits will flow to the Society 
and the revenue can be reliably measured.  Revenue comprises interest, fees, commission and rental 
income.

(a) Interest income

Interest income on financial assets held at amortised cost is measured using the effective interest rate 
method. The effective interest rate method is a method of allocating the interest income over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash receipts through 
the expected life of the financial instrument.

Specifically for mortgage loans, the effect of this is to spread the impact of arrangement fees and costs 
directly attributable and incremental to setting up the loan over the expected life of the mortgage.

(b) Fees and commission income

Fees and commissions are generally recognised on an accrual basis when the service has been provided. 

(c) Rental income 

Rental income is accounted for on a straight line basis over the lease terms on ongoing leases. 
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2.17  Interest expense

Interest expense on financial liabilities held at amortised cost is measured using the effective interest rate 
method. The effective interest rate method is a method of allocating the interest expense over the relevant 
period. The effective interest rate is the rate that exactly discounts estimated future cash payments through 
the expected life of the financial instrument.

2.18  Employee benefits

(a) Short-term employee benefits

The cost of all short-term employee benefits is recognized during the period in which the employee 
renders the related service. The provision for employee entitlements to salaries and annual leave represent 
the amount that the group has a present obligation to pay, as a result of employees' services provided up to 
the statement of financial position date.  The provision has been calculated at undiscounted amounts based 
on current salary rates.

(b) Pension obligations

The group operates a defined contribution plan. Contributions into the plan are accounted for in the 
accounting period when service is rendered by employees as part of salaries and employee benefit 
expenses. All eligible employees are members of the Swaziland Building Society Employees Defined 
Contribution Pension Fund. The total contributions paid and accrued to the fund for the year amounted to 
E 3 422 000 (2016: E 2 845 000).

The pension fund is managed by the appointed Trustees of the fund. It is the responsibility of the Directors 
of the Society to ensure that the contributions are paid to the fund. No provision has been made for 
statutory termination obligations in terms of the Employment Act, 1980, which may arise on retirement of 
employees.  It is considered that the Society's contributions to the pension fund, which can be recovered 
against such statutory obligation, will adequately cover any such liability.

(c) Termination benefits

Termination benefits are payable whenever an employee's employment is terminated before the normal 
retirement date or whenever an employee accepts voluntary redundancy in exchange for these benefits. 
The Society recognises termination benefits when it is demonstrably committed to either terminate the 
employment of current employees according to a detailed formal plan without possibility of withdrawal or 
to provide termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits 
falling due more than 12 months after statement of financial position date are discounted to present value.

(d) Bonus

A liability for employee benefits in the form of bonus is recognised in current provisions when there is no 
alternative but to settle the liability, and at least one of the following conditions is met;

- there is a formal plan and the amounts to be paid are determined before the time of issuing the financial 
statements; or 

- past practice has created a valid expectation by employees that they will receive a bonus and the amount 
can be determined before the time of issuing the financial statements.
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2.18  Employee benefits (continued)

(d) Bonus (continued)

Liabilities for bonus plans are expected to be settled within 12 months and are measured at the amounts 
expected to be paid when they are settled.

2.19 Provisions

Provisions are recognised when the Society has a present legal or constructive obligation as a result of past 
events; it is more likely than not that an outflow of resources will be required to settle the obligation; and 
the amount has been reliably estimated. Restructuring provisions comprise lease termination penalties 
and employee termination payments. Provisions are not recognised for future operating losses. 

Where there are a number of similar obligations, the likelihood that an outflow will be required in 
settlement is determined by considering the class of obligations as a whole. A provision is recognised even 
if the likelihood of an outflow with respect to one item included in the class may be small. 

Provisions are measured at the present value of the expenditures expected to be required to settle the 
obligation using a pre-tax rate that reflects current market assessments of the time value of money and the 
risks specific to the obligation. The increase in the provision due to the passage of time is recognised as an 
interest expense.

2.20 Trade receivables

Trade receivables are amounts due from customers for merchandise sold or services performed in the 
ordinary course of business. If collection is expected in one year or less (or in the normal operating cycle 
of the business if longer), they are classified as current assets. If not, they are presented as non-current 
assets.

Trade receivables are recognised initially at fair value and subsequently measured at amortised cost 
using the effective interest method, less provision for impairment.

2.21 Trade payables

Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course 
of business from suppliers. Accounts payable are classified as current liabilities if payment is due within 
one year or less (or in the normal operating cycle of the business if longer). If not, they are presented as 
non-current liabilities.

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

2.22 Leases

Leases in which a significant portion of the risks and rewards of ownership are retained by the lessor 
are classified as operating leases. Payments made under operating leases (net of any incentives 
received from the lessor) are charged to the income statement on a straight-line basis over the period 
of the lease.
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2.23 Dividend distribution

Dividend distribution to the group's shareholders is recognised as a liability in the group's financial 
statements in the period in which the dividends are approved by the group's Board.

2.23 Offsetting financial instruments

Financial assets and liabilities are offset and the net amount reported in the balance sheet when there is a 
legally enforceable right to offset the recognised amounts and there is an intention to settle on a net basis 
or realise the asset and settle the liability simultaneously. The legally enforceable right must not be 
contingent on future events and must be enforceable in the normal course of business and in the event of 
default, insolvency or bankruptcy of the company or the counterparty.
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Transfer/
Disposal Depreciation
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The leave pay provision relates to vested leave pay to which employees are entitled.  The provision arises as employees 

render services that increase their entitlement to future compensated leave.  The provision is utilised when employees, 

who are entitled to leave pay, leave the employment of the Society or when earned entitlement is utilised.
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27. Financial risk management

27.1 Credit risk

Financial assets that potentially subject the Society to concentrations of credit risk consist principally of cash and cash 
equivalents and loans and advances. Cash is placed with reputable financial institutions.

Credit risk is the risk of loss arising from counterparty default. Credit risk may arise directly from normal lending activities while 
indirect credit risk may arise from issuing guarantees and similar undertakings. 

Some lending of the Swaziland Building Society is conducted by the Board of Directors, through an internal credit committee, 
which evaluates all applications and supporting motivations, including credit references for applicants. Such a committee has 
standard requirements to look for in loan applications and approves loans using established limits. Large loans require the 
approval of the board who also use set criteria to evaluate qualification, viability and conformity with Society lending policies. 
Debt rescheduling as well as re-advances are subjected to a similar evaluation process before approval. 

27.1.1 Credit quality of financial instruments 

Exposure to non-performing loans is mitigated by limiting mortgage loans to 95% of the valuation on developed property and 
80% of the valuation on undeveloped land. The Society also has schemes where repayments are deducted at source. In addition, 
customers whose loans are past-due are not granted further loans unless their financial position indicates that there is no further 
risk of default. Additionally, all applicants for loans are vetted through the ITC.

The Society uses internal ratings for the performance of financial assets.  Financial assets that have a rating of 'pass' are 
performing well.  Financial assets that have a 'special-mention' rating require attention of management but are not considered to 
be impaired. This is in line with the Central Bank ratings.

The table below shows the credit quality of the financial assets held by the Society.
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27. Financial risk management (continued)

27.1.1 Credit quality of financial instruments (continued) 
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27.   Financial risk management (continued)

27.1.2 Age analysis of past due but not impaired financial assets (continued)

27.1.3 Concentration of credit risk

The Society, over the years, has introduced more products to its portfolio to ensure that their credit risk is not 
concentrated on one product type (i.e. mortgage loans).

The table below summarises the concentration of credit risk by product type: 
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27. Financial risk management (continued)

27.2 Liquidity risk

Prudent liquidity risk management includes maintaining sufficient cash and marketable securities, the availability of funding 
from an adequate amount of committed credit facilities and the ability to close out market positions. The Society aims at 
maintaining flexibility in funding by encouraging customers to place more deposits with the Society through offering 
competitive interest rates on fixed, savings and share deposits, and the reduction of service charges. 

The table below shows the maturities of the Society's financial assets and liabilities and the ability of the Society to cover its 
financial liabilities as and when they become due and payable.

NOTES TO THE FINANCIAL STATEMENTS (continued)
for the year ended 31 March 2017
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27. Financial risk management (continued)

27.2 Liquidity risk
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27. Financial risk management (continued)

27.2 Liquidity risk
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27. Financial risk management (continued)

27.2 Liquidity risk
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27. Financial risk management (continued)

27.3 Foreign exchange risk

The Society operates in Swaziland and therefore has no significant exposure to foreign exchange risk.

27.4 Cash flow interest rate risk

As the Society has significant interest-bearing assets and liabilities, the Society's income and operating 
cash flows are substantially dependent to changes in market interest rates.

The Society's interest rates risk arises from fixed and savings deposits, Swaziland Building Society share 
deposits, and long-term borrowings. The fixed and savings deposits, and share deposits issued at variable 
interest rates expose the Society to the interest rate risk. Borrowings issued at fixed rates expose the 
Society to fair value interest rate risk. 

The table below shows the effect of a 50 basis points increase or decrease in the interest rates on the 
Statement of comprehensive income and equity related accounts.
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27.   Financial risk management (continued)

27.5 Capital risk management

The Society's objectives when managing capital are to safeguard the Society's ability to continue as a 
going concern in order to provide returns for shareholders and benefits for other stakeholders and to 
maintain an optimal capital structure to reduce the cost of capital.

27.6 Fair value estimation

Effective 1 January 2009, the Society adopted the amendment to IFRS 7 for financial instruments that are 
measured in the statement of financial position at fair value. This requires disclosure of fair value 
measurements by level of the following fair value measurement hierarchy:

§ Quoted prices (unadjusted) in active markets for identical assets or liabilities (level 1).

§ Inputs other than quoted prices included within level 1 that are observable for the asset or liability, 
either directly (that is, as prices) or indirectly (that is, derived from prices) (level 2).

§ Inputs for the asset or liability that are not based on observable market data (that is, unobservable 
inputs) (level 3).

As at 31 March 2017, the Society did not have any financial instruments measured at fair value 
determined at any of the three levels.
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