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The directors have pleasure in submitting their report on the
annual financial statements of Lesotho Unit Trust Fund for the
year ended 31 December 2021.

1. Incorporation

The fund was incorporated on 16 August 2001 and obtained its
certificate to commence business on the same day.

The fund is domiciled in Lesotho where it is incorporated as an
open ended fund by issuance of units under the Central Bank of
Lesotho (Collective Investment Schemes) Regulations, 2018. The
address of the registered office is set out on page 2.

2. Nature of business

Lesotho Unit Trust Fund was incorporated in Lesotho and The
fund operates in Lesotho.

The principal activities of the fund are to invest in interest bearing
instruments, unit trust and cash. There have been no material
changes to the nature of the fund’s business from the prior year.
3. Review of financial results and activities

The annual financial statements have been prepared in
accordance with International Financial Reporting Standards
and the requirements of the Central Bank of Lesotho (Collective
Investment Schemes) Regulations, 2018. The accounting policies
have been applied consistently compared to the prior year.

The fund recorded a net profit in net assets attributable to
unitholders from operations after tax for the year ended 31
December 2021 of M 31,250,209. This represented an increase
of 336% from the net increase in net assets attributable to
unitholders from operations after tax of the prior year of
M(13,216,096).

Fund investment income increased by 222% from M12,875,396 in
the prior year to M41,457,985 for the year ended 31 December 2021.
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Fund cash flows from operating activities increased by 28% from
M14,578,367 in the prior year to M18,667,855 for the year ended 31
December 2021.

4. Creation and cancellation of units

Authorised Number of shares
Class A 135,850,101 128,345,432

2021 2020 2021 2020
Authorised M M Number of units
Class A 14,293,020 5,252,669 7,504,669 2,835,692

Refer to note 5 of the annual financial statements for detail of the
movement in units in issue and capital attributable to unitholders.

5. Income distributions to unitholders

The fund’s income distributions policy is to distribute available
income to unitholders as per trust deed in respect of each
financial year. This is done bi-annually.

Distribution per unit of 223 cents per unit (cpu) was declared in
Lesotho currency on Wednesday, 30 June 2021 and paid on Friday,
02 July 2021. This distribution equated to a total of M28,180,011
(2020: M5,114,083).

Distribution per unit of 6 cents per unit (cpu) was declared on
Friday, 31 December 2021 in Lesotho currency in respect of the
year ended 31 December 2021. The distribution was paid on
Tuesday, 04 January 2022 to unitholders recorded in the register
of the fund on Friday, 31 December 2021.The distribution equated
to a total of M7,828,210 (2020: M2,939,111).
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6. Covid-19 impact on operations

The directors and administration team continue to actively
monitor the risk and impact of the COVID-19 pandemic on the
results operations of the fund and are comfortable that there are
no adjusting impact or risks to the ability of the fund to continue
as a going concern for the foreseeable future.

7. Events after the reporting period

The directors are not aware of any material event which occurred
after the reporting date and up to the date of this report which
have an adjusting effect to the financial statement.

8. Going concern

The directors believe that the fund has adequate financial
resources to continue in operation for the foreseeable future and
accordingly the annual financial statements have been prepared
on a going concern basis. The directors have satisfied themselves
that the fund is in a sound financial position and that it has
access to sufficient cash facilities to meet its foreseeable cash
requirements. The directors are not aware of any new material
changes that may adversely impact the fund. The directors are
also not aware of any material non-compliance with statutory or
regulatory requirements or of any pending changes to legislation
which may affect the fund.

9. Statement of disclosure to the fund’s auditors

With respect to each person who is a director on the day that this
report is approved:

o thereis, so far as the person is aware, no relevant audit
information of which the fund’s auditors are unaware; and

- the person has taken all the steps that he/she ought to have
taken as a director to be aware of any relevant audit information
and to establish that the fund’s auditors are aware of that
information.

10. Terms of appointment of the auditors

Sheeran & Associates Chartered Accountants (Lesotho) were
appointed as the fund’s auditors at the board meeting held on
Monday, 29 March 2021. Included in expenses for the year is the
agreed auditors’ remuneration of M360,039.

11. Date of authorisation for issue of financial statements

The annual financial statements have been authorised for issue by
the directors on Thursday, 17 March 2021. No authority was given
to anyone to amend the annual financial statements after the date
of issue.
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The directors of the management company are required in
terms of the Central Bank of Lesotho (Collective Investment
Schemes) Regulations, 2018 to maintain adequate accounting
records and are responsible for the content and integrity

of the annual financial statements and related financial
information included in this report. It is their responsibility
to ensure that the annual financial statements fairly present
the state of affairs of the fund as at the end of the financial
year and the results of its operations and cash flows for the
period then ended, in conformity with International Financial
Reporting Standards. The external auditors are engaged

to express an independent opinion on the annual financial
statements.

The annual financial statements are prepared in accordance
with International Financial Reporting Standards and are
based upon appropriate accounting policies consistently
applied and supported by reasonable and prudent
judgements and estimates.

The directors of the management company acknowledge
that they are ultimately responsible for the system of
internal financial control established by the company of the
fund and place considerable importance on maintaining a
strong control environment. To enable the directors to meet
these responsibilities, the board of directors sets standards
for internal control aimed at reducing the risk of error or
loss in a cost effective manner. The standards include the
proper delegation of responsibilities within a clearly defined
framework, effective accounting procedures and adequate
segregation of duties to ensure an acceptable level of risk.
These controls are monitored throughout the management
company and all employees are required to maintain the

highest ethical standards in ensuring the fund’s business is
conducted in a manner that in all reasonable circumstances
is above reproach. The focus of risk management in the
management company is on identifying, assessing, managing
and monitoring all known forms of risk across the fund. While
operating risk cannot be fully eliminated, the management
company endeavours to minimise it by ensuring that
appropriate infrastructure, controls, systems and ethical
behaviour are applied and managed within predetermined
procedures and constraints.

« STANLIB Lesotho (Pty) Ltd makes use of the Liberty
Group Limited internal audit function which operates
independently and unimpaired, and has unrestricted
access to the Liberty Group Audit and Risk Committees,
appraises, evaluates and, when necessary, recommends
improvements in the systems of internal control and
accounting practices; and

« The Audit and Risk Committees play an integral role
in matters relating to financial and internal control,
accounting policies, reporting and disclosure.

The directors of the management company are of the
opinion, based on the information and explanations given

by management, that the system of internal control provides
reasonable assurance that the financial records may be relied
on for the preparation of the annual financial statements.
However, any system of internal financial control can provide
only reasonable, and not absolute, assurance against material
misstatement or loss.

The directors of the management company have reviewed the
fund’s financial position as at the 31 December 2021 and, in
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light of this review and the current financial position, they are satisfied that the fund has or had access to adequate resources
to continue in operational existence for the foreseeable future.

The external auditors are responsible for independently auditing and reporting on the fund’s annual financial statements. The
annual financial statements have been examined by the fund’s external auditors and their report is presented on pages 8 to 9.

The annual financial statements set out on pages 11 to 33, which have been prepared on the going concern basis, were
approved by the board of directors on 17 March 2022 and were signed on their behalf by:

Approval of financial statements

K Mofelehetsi M Mohapi

Ground Floor, MGC Office Park
Cnr Pope John Paul ll, Mpilo Boulevard Maseru
Lesotho

Thursday, 31 March 2022
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SH EERAN & Mo 1 feesan villa Postal Addre=ss Teleghpne (00266} 2231 7169
Katlehang Mear Maseru Mall  Frivate Bag 420 Fax (63 aue) {00266) 2232 7927

ASSOCIATES E:ﬁp:nJMnFI:’au;il and ram*lm Email receptiongishacranandassoomates com
Chartgrsd accouniams (Lagatha) l.llaswr-lg - .

Independent auditor’s report
To the members of Lesotho Unit Trust Tumd

Our opintion

In our opinion, the financial statcmonts Lesotho Unit Trust Hond (the Bund) as at 21 Tecember 2021, and
ita firancial purformance and its cash flows for the year then ended i accordarce with International
Fimancial Keporting Standarceds.

Whal we have audited
TLesotho Unil Trust Fund's finuncial statements scot out on pages 10 to 39 campefse;

¢ the staternent of Anancial position as at 31 Deceinber 2021;
s the statement of profit and loss and other comprehensive incame for the year then ended:

«  the statewtent of changes in ety for the year then ended;

s Lhe stalement of cash flowes for e vear then ended;
e the notes to the financial statements, which include a susmnary of significant aceanming poticies,

Ruosis for opinion

We conducted our aodit o accordance with international Standards on Awditine (J5As).  Cur
respongibilitics under those standards are further deseribed in the Auditor’s responstbilities for the cudit
af the finagreiof staremenes seetion of oor cepot,

Wi Tehieve that the andit evidence we have obtained i3 sufficient and apuvropriale 1o provide a basis for
vur opinton.

Independence

we are independent of the Fund in sccordance with the International Fthics Standards Hoard for
Arcaurtamts” Code of Ethies for Professional Acoountants (IESBA Code). We have fulfilled owr other
cthical responsibilitics in aecordanee with the TESBA Code.
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Other information

The direetors are responsible for the ather information. The other information comprises the Fund
Information page, Cunteats page, the Management Company Directors” Heponl on page 3 1o 4,
Management Company Directors' Reaponsibibities and Approval on page 5 and Lhe Trustee Report on
page 9. Other information decs not include the finapcial staterments and our awlditers report therson,

Cur npinion an the Eranecial stalements Joce not cover the other indormation and we do not and will not
express an audit apinion or aoy fonn of assumoce conclusion thereon,

In conpeetion with our audit of the finaneial statements, our responsibiiity s to read the otber
information wentificd above and, i doing =0, consider whether the other information is materiaily
inpomsistent with the fioanvial statements or our knowledge obtained in the audit, or otherwise appears to
be materially misstaled.

I, based on the work we have performoed, we conelude that there is 3 matesfal misstaterent of this other
information, we are required to report that Eact. We have nothing to repart in this regard.

Responsthilities of Directors for the financial slatemnents

MHrectors ave responsible for the preparstion and fair preseotation of the financial statements in
accordance with Internationad Finaneial Reporting Standards, and for such imernal control ag Directors
determine s necessary to enable the preparation of Gnancial statements that are free from material
misstatement, whether doe to fraud or crroe

In preparing the financial statements, Directors are responsible for asscosing the Fund's abilily to
continue a5 & going concero, disclosing, as applicable, malters related 1o going concern and vusing the
going coOnCCTh basis of accoupting unless Directors cither intend to Honidste the Fund or tn cease
aperations, of kave no realistie alterpative but to do zo.

Auditor’s responsibilities for the audit of the financial statements

Owr objectives are to abiain reasonable assurance about whether the fnancla! statements as a whele are
free from: material misstatement, whether due to frand or error, and (o issue an aoditor's report that
includes our opinion. Reasonable assuranee ks 2 high level of assurance, But is not o guarante that an
audit conducted in zecordance with ISAs will always detect a material misstatement when T exists.
Misstaternents can ardse from frand or error and are considered material of, individoally or in rhe
aggregate, they conld reasonably be exported to influence the ecohomic decisions of users tuken on the
Dasis of these financial statements.

As part of an audit in accordanco with 15As, we ewxercise professional judgement snd maintain
professional scepticism throughout the audit. We also:

s [dentify and assess the risks of material misstatement of the financial statements, whether due to
frand or error, design and perform audit procedures respoosive to those eisks, and oblain avdit
evidenes that is sufficient and appropriate to provide a basis {or ovr npinion, The sk of pot detecting
w material misetaternent resuiting from fravd is higher than for one resulting frorn ecror, as fraud roay
invehve eollusion, forgery, intentional omissions, misrepresentations, or the overdde of imlernal
control.

» Obtain a0 understanding of internal conurol relevant to the andit in order o design andit proceduores
that are approprigte in the circumstances, but nol for the purpose of exipressiog an opinéen on the
effectiveness of the Fund's internal control.

= Evalvate the approprateness of aoeounting policics used and the reasomableness of accounting
exstimates and related diseloseres made by Directors,
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+ Conclude on the appropriateness of Directors’ vse of the goiog concern hasis of accounting and, baged
on the andit evidenee obtained, whether 2 matedal uncertainty exists related to events or conditions
that may easl significant doubt on the Fund's ability to continue as a going eoncern. if we conclude
that 2 mraterial uncerlainty exists, we are reguired to drow attention 1o our auditor's report o the
related disclosures in the tinancial statements or, i such disclosyres are inadequite, 10 modify our
apinion. Qur conclusions are based on the audit evidenee alained ap to the date of our audiler's
report. However, future events or conditions may cause the Fond te cease to continve as a going
COTIET

*  Evaluate the oversll presentation, structure and contenl of the financial statements, includieg the
disclosures, and whether the financial stateinenls represent the nnderlyiog trapsactions and events in
a manner that achieves fair presentation.

We eommunicate with Directors regarding, among other matters, the planned seope and timing of the
audit and significant andit findings, inchuiing any significant deficizncies in intermal control that we
idenatify during ear audil.

%\n..u_r aa T Bpwolueha,
SHEERAN & ASSOCIATES
Charlered Accountants {Lesotha]

Date: 24 March zo022
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M I l'l E t AON | Global Network Correspondent

07 March 2022

The Registrar of the Collective Invesiment Schemes
P O Box 1184
Maseru

Dear Sit/Madam,

REPORT OF THE TRUSTEE OF THE LESOTHOQ UNIT TRUST FUNC T THE REGISTAR
OF THE COLLECTIVE INVESTMENT SCHEME

We have reviewed the books and records of the Lesotho Unit Trust Fund for the year ended
31% December 2021 with the objective of reporting on the compliance by the Management of
the Trust with Sections 38, 39 and 40 of the Central Bank of Lesothe (Collective Investment
Schemes) Requistions of 2015,

In terms of Section 38 of the same regulations, we have enguired into the administration of
the scheme by the Management of the Tiust in terms of observing the iimitations imposed on
the investment and borrowing powers.

Wa do review an monthly basis, by verifteation, the administration of the Collective Investment
Scheme. We have observed from our review that:

1. Tha Fund has invested in Lesotho and Foreign based asseis (ie oulsidea Common
Manetary Arga) in accordance with the amended Trust Deed.

2. The Fund's valuation reports represent the market value of the Fund's investment.

3. The Fund is managed in accordanca with the [Imitations on the investment and borrowing
powers of Management Company as set oul by the Collective Investment Schame
Regulatiocns and the Trust Deed. However, the hmits of investment as required by
Section 5.7.1 {c) of the Trust Deed were not adhered 1o

4. The Trust was without Loans or Borrowings al the end of December 2021,

It iz our opinion that based on the infarmation received; the Lesotho Unit Trust Fund was
managed in accordance with the requirements of Sections 38, 39 and 40 of the Collestive
Investment Scheme Regulations of 2015,

l Minet Lesotho (Pty) Lid
u s e e Trustees of Lesotho Unit Trust Fund

l‘v [“r
1\\\ \ -

Report - ,

Chief Executive Officer

Ce¢: The Managing Director — STANLIB Lesothe

Winal Lesedhg (Piyd Limed Risk Consuflants and Insuiance Brokers | Imsesinkent Corsdfants |
Healthaarg & Retirement Funding Gongultants | Reglstration Mumbes B0 | Awhodsed Finandal
Semvices Providar
Mirel House, 4 Bovwkar Rpsd, Masem, Lesotho | PO Box 933, Mesery, Lesotho. (HEO
$ 208 27 313 540 | F286 32 310083 | wethmmet.com

Risk. Heinsurance. Peaple. Directs: Mr J W © Onsande Chaimsan, 26 D M HJ Schyunmans, W K B Kooman, M L dchapeloa,
M7 . Whverre, Wir A Loboela Chief Exses it Cficsy, Mot T kiokela

NOTES
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Assets

Current Assets

Financial assets at fair value through profit or loss 3 426,444,564 377,924,597
Cash and cash equivalents 4 4,082,234 2,139,296
Total Assets 430,526,798 380,063,893
Liabilities

Current Liabilities

Trade and other payables 6 841,269 455,472
Distributions payable to unitholders 7,824,966 2,939,110
Total liabilities excluding net assets attributable to unitholders 8,666,235 3,394,582
Net assets attributable to unitholders 6 421,860,563 376,669,311

The accounting policies on pages 14 to 19 and the notes on pages 20 to 33 form an integral part of the annual financial statements.

Statement of
Financial
Position

STANLIB LESOTHO UNIT TRUST FUND
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Investment income ’ 41,457,985 12,875,396
Fair value gains/(losses) on financial assets 9 31,023,273 (13,418,065)
Other operating expense 8 (203,161) (64,194)
Operating expenses 10 (4,681,418) (4,228,602)
Operating Income (Loss) attributable to unitholders before distributions 10 67,596,679 (4,835,465)
Income distributions to unitholders 11 (36,004,977) (8,053,194)
Operating Income (Loss) attributable to unitholders before taxation 31,591,702 (12,888,659)
Withholding tax expense 13 (341,493) (327,437)
anc::aat?ce, r(wl?ecrease) in net assets attributable to unitholders from 1105 288 1010 130

The accounting policies on pages 14 to 19 and the notes on pages 20 to 33 form an integral part of the annual financial statements.

Statement of
Comprehensive
Income

STANLIB LESOTHO UNIT TRUST FUND
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Cash flows from operating activities
Cash (used in)/generated from operations
Interest received

Dividends received

Net cash from operating activities

Cash flows from financing activities

Gross creation of units

Gross (cancellations) of units

Income adjustments on creation and cancellation of units
Distributions paid to unitholders

Net cash (used in) financing activities

Total cash movement for the year
Cash and cash equivalents at the beginning of the year

Cash and cash equivalents at the end of the year

TRUSTEE FINANCIAL COMPREHENSIVE
REPORT POSITION INCOME
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14 (21,867,797) 2,706,169
4,388,429 4,609,917

36,147,223 7,262,281

18,667,855 14,578,367

5 31,365,233 20,047,077
5 (17,072,213) (14,794,408)
7 101,185 (63,947)
(31,119,122) (20,539,231)

(16,724,917) (15,350,509)

1,942,938 (772,142)

2,139,296 2,911,438

4 4,082,234 2,139,296
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FUND INFORMATION
Lesotho Unit Trust Fund is a collective investments scheme
incorporated and domiciled in Lesotho.

Lesotho Unit Trust Fund (“the Fund”) is registered in terms
of Central Bank of Lesotho (Collective Investment Schemes)

Regulations, 2018 as set out in the Supplementary Portfolio Trust

Deed.

STANLIB Lesotho (Pty) Ltd is the management company of the
Scheme, the company is appointed by the scheme to manage
the operations of the fund. Minet Lesotho is the Trustee.

1. Significant accounting policies

The principal accounting policies applied in the preparation of
these annual financial statements are set out below.

1.1 Basis of preparation

The annual financial statements have been prepared on the
going concern basis in accordance with, and in compliance with,
International Financial Reporting Standards (“IFRS”) and IFRS
Interpretations Committee, issued and effective at the time of
preparing these annual financial statements and the Central
Bank of Lesotho (Collective Investment Schemes) Regulations,
2018.

These financial statements comprise the statement of

financial position as at 31 December 2021, the statement of
comprehensive income, and the statement of cash flows for the
year then ended, as well as the notes comprising of a summary
of significant accounting policies and other explanatory notes.

The annual financial statements have been prepared on the
historic cost basis, except for certain financial assets where the
fund adopts the fair value basis of accounting and incorporates

) C
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the principal accounting polices set out below. They are
presented in Maloti, which is the fund’s functional currency.

These accounting policies are consistent with the previous
period, set out in International Financial Reporting Standards.

1.2 Financial instruments

Financial instruments held by the fund are classified in
accordance with the provisions of IFRS 9 Financial Instruments.
Broadly, the classification possibilities, which are adopted by the
fund, as applicable, are as follows:

« Default at fair value through profit or loss;

« Amortised cost. This category applies only when the
contractual terms of the instrument give rise, on specified
dates, to cash flows that are solely payments of principal
and interest on principal, and where the instrument is held
under a business model whose objective is met by holding the
instrument to collect contractual cash flows.

Financial assets that are classified as debt instruments include
accrued interest income, dividend accrued, investment debtors,
and cash and cash equivalents.

« Amortised cost. Financial liabilities at amortised cost include
distribution payables, investment creditors, accrued expenses
and financial liabilities arising on redeemable units.

« Designated at fair value through profit or loss. This
classification is applied when it eliminates or significantly
reduces an accounting mismatch; the liability is a financial
instruments managed on a fair value basis. This is the Net

COMPREHENSIVE
INCOME
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POLICIES
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assets attributable to unitholders, which is a puttable financial instrument arising on redeemable units and
mandatory distributions of income.

Note 17 Financial instruments and risk management presents the financial instruments held by the fund based on
their specific classifications.

All regular way purchases or sales of financial assets are recognised and derecognised on a trade date basis.
Regular way purchases or sales are purchases or sales of financial assets that require delivery of assets within the
time frame established by regulation or convention in the marketplace. It is a market practice that financial assets
are delivered on trade date, which is the confirmations date by the brokers and settled with the broker on trade
date plus three days.

The specific accounting policies for the classification, recognition and measurement of each type of financial
instrument held by the fund are presented below:

Classification

Investments in unit trust instruments are presented in note 4. They are classified as designated at fair value
through profit or loss. As an exception to this classification, the fund may make an irrevocable election, on
an instrument by instrument basis, and on initial recognition, to designate certain investments in unit trust
instruments as at fair value through other comprehensive income.

Recognition and measurement

Investments in unit trust instruments are recognised when the fund becomes a party to the contractual provisions
of the particular instrument. The investments are measured, at initial recognition, at fair value.Transaction costs
are added to the initial carrying amount for those investments which are at fair value through profit or loss.

Investments in unit trust are subsequently measured at fair value with changes in fair value recognised in profit or
loss. Details of the valuation policies and processes are presented in note 18.

Fair value gains or losses recognised on investments at fair value through profit or loss are included in Fair value
gains (losses) on financial assets (note 4).

Dividends received and interest received on unit trust investments are recognised in profit or loss when the fund’s
right to receive the dividends and interest is established and included in the statement of comprehensive income,
unless the dividends or interest clearly represent a recovery of part of the cost of the investment. Dividends and

STANLIB Lesotho Unit Trust Fund | Annual Financial Statements | 2021

Impairment
Investments in unit trust instruments are not subject to impairment provisions as the unit trust investments are
held at fair value through profit or loss.

Derecognition
Refer to the “derecognition” section of the accounting policy for the policies and processes related to
derecognition.

The gains or losses which accumulated in capital attributable to unitholders for unit trust investments are at fair
value through profit or loss on derecognition.

Classification
Financial assets at amortised cost, are classified as financial assets which are debts instruments subsequently
measured at amortised cost.

Financial assets at amortised cost comprise of trade and other receivables and cash and cash equivalents (note 5).

They have been classified in this manner because their contractual terms give rise, on specified dates to cash
flows that are solely payments of principal and interest on the principal outstanding, and the fund’s business
model is to collect the contractual cash flows on financial assets at amortised cost.

Amounts due from investment debtors represent receivables for securities sold that have been contracted for but
not yet settled on the statement of financial position. The investment debtors balance is held for collection by the
fund.

Recognition and measurement

Financial assets at amortised cost which are trade and other receivables are recognised when the fund becomes
a party to the contractual provisions of the trade and other receivables of the particular instrument. They are
measured, at initial recognition, at fair value plus transaction costs, if any. They are subsequently measured at
amortised cost using the effective interest rate method.

Financial assets at amortised cost which are cash and cash equivalents comprise cash on hand and demand
deposits, and other short-term highly liquid investments that are readily convertible to a known amount of
cash and are subject to an insignificant risk of changes in value. These are initially measured at fair value and
subsequently recorded at amortised cost.
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The amortised cost is the amount recognised on the financial assets at amortised cost initially, minus principal
repayments, plus cumulative amortisation (interest) using the effective interest method of any difference
between the initial amount and the maturity amount, adjusted for any loss allowance.

The effective interest method is a method of calculating the amortised cost of a financial assets and of allocating
interest income over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash repayments (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial asset,
or (where appropriate) a shorter period, to the amortised cost of a financial asset.

Impairment
The fund recognises a loss allowance for expected credit losses on financial assets at amortised cost, excluding
prepayments. The amount of expected credit losses is updated at each reporting date.

At each reporting date, the Fund measures the loss allowance on amounts due from broker or counterparty at
an amount equal to the lifetime expected credit losses if the credit risk has increased significantly since initial
recognition. If, at the reporting date, the credit risk has not increased significantly since initial recognition, the
Fund measures the loss allowance at an amount equal to 12-month expected credit losses. Significant financial
difficulties of the broker or counterparty, probability that the broker or counterparty will enter bankruptcy or
financial reorganisation, and default in payments are all considered indicators that a loss allowance may be
required.

If the credit risk increases to the point that it is considered to be credit impaired, interest income will be
calculated based on the gross carrying amount adjusted for the loss allowance. A significant increase in credit
risk is defined by management as any contractual payment which is more than 3 days past due. Any contractual
payment which is more than 90 days past due is considered credit impaired.

Significant increase in credit risk

In assessing whether the credit risk on a financial assets at amortised cost or group of financial assets at
amortised cost has increased significantly since initial recognition, the fund compares the risk of a default
occurring as at the reporting date with the risk of a default occurring as at the date of initial recognition.

The fund considers both quantitative and qualitative information that is reasonable and supportable, including
historical experience and forward-looking information that is available without undue cost or effort. Forward-
looking information considered includes the future prospects of the industries in which the counterparties
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operate, obtained from economic expert reports, financial analysts, governmental bodies, relevant think-tanks
and other similar organisations, as well as consideration of various external sources of actual and forecast
economic information.

Irrespective of the outcome of the above assessment, the credit risk on a financial assets at amortised cost is
always presumed to have increased significantly since initial recognition if the contractual payments are more
than 30 days past due, unless the fund has reasonable and supportable information that demonstrates otherwise.

By contrast, if a financial assets at amortised cost is assessed to have a low credit risk at the reporting date, then it
is assumed that the credit risk has not increased significantly since initial recognition.

The fund regularly monitors the effectiveness of the criteria used to identify whether there has been a significant
increase in credit risk and revises them as appropriate to ensure that the criteria are capable of identifying
significant increases in credit risk before the amount becomes past due.

Measurement and recognition of expected credit losses

The counterparties base is diverse with significantly different loss patterns for different counterparties segments.
The fund aggregates counterparties segments which share similar credit risk characteristics for purposes of
determining the credit loss allowance.

An impairment gain or loss is recognised in profit or loss with a corresponding adjustment to the carrying amount
of financial assets at amortised cost, through use of a loss allowance account. The impairment loss is included in
impairment expenses in profit or loss as a movement in credit loss allowance.

Write off policy

The fund writes off a receivable when there is information indicating that the counterparty is in severe

financial difficulty and there is no realistic prospect of recovery, e.g. when the counterparty has been placed
under liquidation or has entered into bankruptcy proceedings. Receivables written off may still be subject to
enforcement activities under the fund recovery procedures, taking into account legal advice where appropriate.
Any recoveries made are recognised in profit or loss.

Credit risk
Details of credit risk are included in the trade and other receivables note and the financial instruments and risk
management note (note 17).
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Derecognition
Refer to the derecognition section of the accounting policy for the policies and processes related to derecognition.

Any gains or losses arising on the derecognition of trade and other receivables is included in profit or loss in the
realised gains/(losses) on financial assets.

Classification

Investments in equity instruments are presented in note 3. They are classified as default at fair value through
profit or loss. As an exception to this classification, the fund may make an irrevocable election, on an instrument
by instrument basis, and on initial recognition, to designate certain investments in equity instruments as at fair
value through other comprehensive income.

The designation as at fair value through other comprehensive income is never made on investments which are
either held for trading.

Recognition and measurement

Investments in equity instruments are recognised when the fund becomes a party to the contractual provisions
of the instrument. The investments are measured, at initial recognition, at fair value. Transaction costs are added
to the initial carrying amount for those investments which have been designated as at fair value through other
comprehensive income. All other transaction costs are recognised in profit or loss.

Investments in equity instruments are subsequently measured at fair value with changes in fair value recognised
in profit or loss. Details of the valuation policies and processes are presented in note 18.

Fair value gains or losses recognised on investments at fair value through profit or loss are included in Fair value
gains (losses) on financial assets (note 9).

Dividends received on equity investments are recognised in profit or loss when the fund’s right to receive the
dividends is established and included in the statement of comprehensive income, unless the dividends clearly
represent a recovery of part of the cost of the investment. Dividends are included in investment income (note 7).

Impairment
Investments in equity instruments are not subject to impairment provisions.
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Derecognition
Refer to the derecognition section of the accounting policy for the policies and processes related to derecognition.

The gains or losses which accumulated in capital attributable to unitholders in the reserve for valuation of
investments for equity investments at fair value through profit or loss on derecognition.

Classification
Financial liabilities at amortised cost comprise of distribution payables, investment creditors, accounts payables,
accrued expenses or provisions for expenses and financial liabilities arising on redeemable units.

Recognition and measurement

They are recognised when the fund becomes a party to the contractual provisions, and are measured, at initial
recognition, at fair value plus transaction costs, if any. They are subsequently measured at amortised cost using
the effective interest method.

They are subsequently measured at amortised cost using the effective interest method.

The effective interest method is a method of calculating the amortised cost of a financial liability and of allocating
interest expense over the relevant period. The effective interest rate is the rate that exactly discounts estimated
future cash payments (including all fees and points paid or received that form an integral part of the effective
interest rate, transaction costs and other premiums or discounts) through the expected life of the financial
liability, or (where appropriate) a shorter period, to the amortised cost of a financial liability.

If financial liabilities at amortised contain a significant financing component, and the effective interest method
results in the recognition of interest expense, then it is included in profit or loss in income distributions to
unitholders (note 11).

Trade and other payables expose the fund to liquidity risk and possibly to interest rate risk. Refer to note 17 for
details of risk exposure and management thereof.

Derecognition
Refer to the “derecognition” section of the accounting policy for the policies and processes related to derecognition.
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Classification
Financial liabilities which are classified as financial liabilities at fair value through profit or loss are classified as
such to avoid accounting mismatch.

They are designated at fair value through profit or loss and consists of the Net assets attributable to unitholders,
which is a puttable financial instrument arising on redeemable units and due to mandatory distributions of
income.

The fund, does, from time to time, designate certain financial liabilities as at fair value through profit or loss. The
reason for the designation is to reduce or significantly eliminate an accounting mismatch which would occur if
the instruments were not classified as such; or if the instrument forms part of financial instruments which are
managed and evaluated on a fair value basis in accordance with a documented fund mandate and in line with the
fund trust deed.

Recognition and measurement
Financial liabilities at fair value through profit or loss are recognised when the fund becomes a party to the

contractual provisions of the instrument. They are measured, at initial recognition and subsequently, at fair value.

There are no transaction costs pertaining to unitin issue, the unitholders pay in advance for income accrued in
the fund to equalise income distributions when the funds distributes to unitholders as per trust deed. This is
recognised in retained income attributable to unitholders and is distributable to unitholders.

Income paid on financial liabilities at fair value through profit or loss is included in income distributions to
unitholders (note 11).

Derecognition
Refer to the derecognition section of the accounting policy for the policies and processes related to derecognition.

The units in issue are redeemable instruments and are derecognised when the unitholders put back their units at
the net asset value applicable at the time of repurchase.

Cash and cash equivalents are stated at carrying amount which is deemed to be fair value.

Financial assets
The fund derecognises a financial asset only when the contractual rights to the cash flows from the asset expire,
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or when it transfers the financial asset and substantially all the risks and rewards of ownership of the asset to
another party. If the fund neither transfers nor retains substantially all the risks and rewards of ownership and
continues to control the transferred asset, the fund recognises its retained interest in the asset and an associated
liability for amounts it may have to pay. If the fund retains substantially all the risks and rewards of ownership of a
transferred financial asset, the fund continues to recognise the financial asset and also recognises a collateralised
borrowing for the proceeds received.

Financial liabilities

The fund derecognises financial liabilities when, and only when, the fund obligations are discharged, cancelled
or they expire. The difference between the carrying amount of the financial liability derecognised and the
consideration paid and payable, including any non-cash assets transferred or liabilities assumed, is recognised in
profit or loss.

Financial assets

The fund only reclassifies affected financial assets if there is a change in the business model for managing
financial assets. If a reclassification is necessary, it is applied prospectively from the reclassification date. Any
previously stated gains, losses or interest are not restated.

The reclassification date is the beginning of the first reporting period following the change in business model
which necessitates a reclassification.

Financial liabilities are not reclassified.
1.3 Tax

Under the current system of taxation in Lesotho, the fund is exempt from paying tax on income or capital gains
that are distributed to unitholders to the extent that income is distributed to the unitholders. residual taxable
income may be taxed in the portfolios. Both income and capital gains are taxed in the hands of the unitholders.

Withholdings Tax is applicable. It is imposed on unitholders at a maximum rate of (0%) for residents and (25%) for
non residents on the receipt of dividends. The fund pays the gross dividends on distribution to the Management
Company who is the regulated intermediary, who in turn withhold this tax based on the tax status of the
unitholders. Where the fund is invested in instruments which incur foreign withholdings tax, the net dividend is
received and the withholdings tax is withheld by the relevant foreign jurisdiction.
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Income from certain countries of origins other than Lesotho is subject to withholdings tax and income is
recognised gross of the taxes and corresponding withholding tax is recognised as an expense in the same period
in profit or loss or where such income is recognised.

1.4 Fair value gains or losses on financial assets

Fair value gains or losses consists of realised gains or losses when financial assets are sold during the year and
unrealised gains or losses on financial assets held at year end. Both realised and unrealised gains or losses
are capital in nature and are not distributed to unitholders as part of net investment income attributable to
unitholders during the year.

1.5 Critical accounting estimates and judgements in applying accounting policies

Significant accounting estimates and judgements have been applied in the annual financial statements of the
Fund regarding level 3 fair value measurements on unlisted instruments. Level 1 and 2 investments at FVPL are
measured at fair value based on quoted prices in active markets and do not require the use of judgement or
estimates and level 3 are measured at fair value based on unobservable inputs and require the use of judgements
or estimates.

1.6 Creation and cancellations of units

The Management Company can purchase any number of units at the price calculated in accordance with the

requirements of the Central Bank of Lesotho (Collective Investment Schemes) Regulations, 2018, as amended,
and on the terms and conditions set forth in the Trust Deeds constituting the various funds. No preferential price
is granted to management company when units are being issued by the fund.

Income not distributed is included in net assets attributed to unitholders.

Net assets attributable to unitholders are a residual interest after deducting other financial liabilities from
financial assets. It is also classified as a liability due to nature of redeemable units at a holder’s option and the
fund must make distributions of income to unitholders.

An adjustment to income arises on the creation and cancellation of units since the price of a unitincludes
accrued income and expenses. The income adjustment on creation or cancellation of units is recognised as part
of the creation or redemption of unitholder interests and disclosed within the note of net assets attributable to
participatory interest holders, when units on which it arises are either purchased or sold as these form part of the
cash flow on unit transactions.
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1.7 Investmentincome
The Fund recognises investment income from the following major sources:
 Dividends from unlisted equities, unit trusts; and

« Interest on cash and cash equivalents and unit trusts

Dividend income is recognised when the fund’s right to receive the payment has been established, normally being
the exdividend date of the counterparty or unit trust distribution date.

Interest on cash and cash equivalents is accrued on a time-proportionate basis, by reference to the principal
outstanding and at the effective interest rate applicable, which is the rate that exactly discounts estimated
future cash receipts through the expected life of the financial asset to that asset’s net carrying amount on initial
recognition.

Interest on unit trusts is recognised when the underlying unit trust distributes which is the date when the fund’s
right to receive the payment.

1.8 Sundry (expense)/income

Sundry (expense)/income are profits and losses due to adjustments of accruals and any rebate a fund received
during the year.

1.9 Expenses

Expenses are recognised in the statement of comprehensive income as incurred. These are operating expenses
and transactions fees as permissible as per Act and incured by the fund during the period. They comprises of:
Audit fees, Bank charges,Trustees fees, Custody fees and Management fees, valuation fees and transaction fees
incurred when trading financial instruments.

1.10 Financing costs

All financing costs are recognised as an expense in the period in which they are incurred, this includes interest
charged on overdraft within the limit as agreed with respective trustees.

1.11 Income distributions to unitholders

Proposed distributions to unitholders are recognised in the statement of comprehensive income when they
are appropriately authorised and no longer at the discretion of the Fund. This typically occurs when proposed
distribution is approved by the Management Company. The distribution to unitholders is recognised as an
expense in the statement of comprehensive income.
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2. New Standards and Interpretations

2.1 Standards and interpretations effective and adopted in
the current year

In the current year, the fund has adopted the following
standards and interpretations that are effective for the
current financial year and that are relevant to its operations:

Interest Rate Benchmark Reform: Amendments to IFRS 9, IAS 39 and
IFRS 7

Temporary exceptions have been created by the IASB
concerning the application of specific hedge accounting
requirements as a result of the interest rate benchmark
reform. These exceptions apply only to those hedging
relationships which are directly affected by the reform, being
those where the reform gives rise to uncertainties about:

a. the interest rate benchmark (contractually or non-
contractually specified) designated as a hedged risk; and/or

b. the timing or the amount of interest rate benchmark -based
cash flows of the hedged item or of the hedging instrument.

The exceptions are as follows:

a. When determining whether a forecast transaction is
highly probable, it shall be assumed that the interest rate
benchmark on which the hedged cash flows are based is
not altered as a result of the reform.

b. When assessing the economic relationship between the
hedged item and the hedging instrument, entities shall, in
their prospective assessments, assume that the interest
rate benchmark on which the hedged item, hedged risk
and/or hedging instrument are based is not altered as a
result of the reform.

c. Entities applying IAS 39 for hedge accounting are not
required to undertake the IAS 39 retrospective assessment
for hedging relationships directly affected by the reform.

d. For hedges of a non-contractually specified benchmark
component of interest rate risk, an entity shall apply the
separately identifiable requirement only at inception of
such hedging relationships.

Entities shall cease applying the exceptions when the
uncertainty arising from the reform is no longer present or
when the hedging relationship is discontinued.

The effective date is year beginning on or after 01 January
2020 and the impact was not material.

Interest Rate Benchmark Reform - Phase 2: Amendments to IFRS 7
The amendment sets out additional disclosure requirements
related to interest rate benchmark reform. The effective date
is year beginning on 1 January 2021 and the impact is not
material.

Interest Rate Benchmark Reform - Phase 2: Amendments to IFRS 9
When there is a change in the basis for determining the
contractual cash flows of a financial asset or financial
liability that is required by interest rate benchmark reform
then the entity is required to apply as a practical expedient.
This expedient is only available for such changes in basis of
determining contractual cash flows.

Additional temporary exemptions from applying specific

hedge accounting requirements as well as additional rules
for accounting for qualifying hedging relationships and the
designation of risk components have been added to hedge
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relationships specifically impacted by interest rate benchmark reform.
The effective date is year beginning on 1 January 2021 and the impact is not material.
g 5 5 y P The amendment clarifies that liabilities are classified as either current or non-current, depending on the

rights that exist at the end of the reporting period. Classification is unaffected by expectations of the entity
Interest Rate Benchmark Reform - Phase 2: Amendments to IAS 39 or events after the reporting date.

Temporary exemptions from applying specific hedge accounting requirements as well as additional rules for

accounting for qualifying hedging relationships and the designation of financial items as hedged items have

been added to hedge relationships specifically impacted by interest rate benchmark reform. There are no new standards, interpretations or amendments not yet effective that may significantly impact
the fund’s results or disclosures.

The amendment is not expected to have a material impact.

The effective date is year beginning on 1 January 2021 and the impact is not material.

. . . . 3. Financial assets
2.2 Standards and interpretations issued but not yet effective

The fund has considered the following standards and interpretations that have been issued but are not yet 2021 2028
effective and that are relevant to its operations: “

Amendments to IAS 37 ‘Provisions, Contingent Liabilities and Contingent Assets’ on Onerous Contracts —
Cost of Fulfilling a Contract

At fair value through profit or loss - mandatory

- . o . ‘ ‘ _ Unlisted equities 161,753,847 156,196,028
The amendment clarifies which costs an entity includes in assessing whether a contract will be loss-making.
This assessment is made by considering unavoidable costs, which are the lower of the net cost of exiting Unittrusts 264,644,711 221,677,441
the contract and the costs to fulfil the contract. The amendment clarifies the meaning of ‘costs to fulfil a Interest receivable on unit trusts 46,006 51,122
contract. 426,444,564 377,924,597
Effective for Annual periods beginning on or after 1 January 2022 The amendment is not expected to have a
material impact. Current assets
Mandatory as at fair value through profit loss 426,444,564 377,924,597

These amendments include minor changes to:

IFRS 9, ‘Financial Instruments’ has been amended to include only those costs or fees paid between the
borrower and the lender in the calculation of “the 10% test” for derecognition of a financial liability. Fees
paid to third parties are excluded from this calculation.

The amendment is not expected to have a material impact.
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4. Cash and cash equivalents 5. Net assets attributable to unitholders

Cash and cash equivalents consist of: 2021 2020

Unit class
Bank balances 4,078,381 2,136,233 Class A 421,860,563 376,669,311
Interest accrued on cash 3,853 3,063

Reconciliation of number of shares issued:
Total cash and cash equivalents 4,082,234 2,139,296

Reported as at 01 January 2021 (2020) 128,345,432 125,509,740
Credit quality of cash at bank and short term deposits, excluding cash on hand Units created during the year 16,188,940 10,723,407
The.credl.t quality of cash at bank and short term deposits, .exclgdlng.cash .on hand th.at ar.e ne.lther pas.t due Units cancelled during the year (8.684,271) (7.887.715)
nor impaired can be assessed by reference to external credit ratings (if available) or historical information
about counterparty default rates: As at 31 December 135,850,101 128,345,432
The regulatory ratings reported is the lowest rating assigned by a Rating Agency. (i.e. if more than 1 rating Issued
agency rates an issuer then the most conservative (lowest) rating is selected as the Stanlib rating.

Reported as at 01 January 2021 (2020) 376,669,311 384,696,684
Obllgatl.ons rated ‘BB’, ‘B’, ‘CCC’, ‘CC’, and C are regarded z?s having solgnlflcant s;.)ecglatlve.che.aracterlstlcs. Units created during the year 31,365,233 20,047,077
‘BB’ indicates the least degree of speculation and ‘C’ the highest. While such obligations will likely have

Units cancelled during the year (17,072,213) (14,794,407)

some quality and protective characteristics, these may be outweighed by large uncertainties or major
exposure to adverse conditions. (‘BB+, ‘BB-’, ‘B+, ‘B-, ‘B1’, ‘B2’, ‘CCC+’, ‘CCC-’, ‘CC+, ‘CC-,, ‘C+ and ‘C-’ applies ~ Increase (Decrease) in net assets attributable to unitholders from 31,250,209 (13,216,096)

. operations
the same definition). _
Income adjustments on creation and cancellation of units (165,133) (63,947)
There is no credit risk on h under he tr has high credit ratings. . :
ere is no credit risk on cash under custody because the trustees has high credit ratings Undistributed Income adjustments (186,844) )

2021 _ As at 31 December 421,860,563 376,669,311

Net assets attributable to unitholders can be put back to the fund at any pointin time. The units issued do
not have a defined maturity date.

Credit rating

B- 4,082,234 2,139,296
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6. Trade and other payables 8. Other operating (expense)/income

2021 2020

Financial instruments: at amortised cost Sundry expense (203,161) (64,194)
Accruals for trustee fees 31,461 . :

Sundry income consists of rebates.
Accruals for audit fees 360,039 98,291 . . _ . _

Sundry expense consists of valuation fees expense adjustments, audit fees accrual adjustments & trustee
Accruals for management fees 356,631 308,780 fees accrual adjustments.
Accruals for valuation fees 124,599 16,940

841,269 455,472 9. Fairvalue gains (losses) on financial assets

v
30,575,455 (13,654,181)

Unrealised fair value gains/(losses)

Investments in financial assets Realised fair value gains 447,818 236,116
Interest income on cash and cash equivalents 922,333 1,003,198 Total fair value gains (losses) 31,023,273 (13,418,065)
Interest income on financial assets at fair value through profit or 4,388,429 4,609,917

loss

Dividends income 36,147,223 7,262,281

Total investment income 41,457,985 12,875,396
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10. Operating expenses Distributions rates used during the period were as follows:

June 22.30 28,180,011 5,114,083
2021 2020

Total 36,004,977 8,053,194

Operating Income (Loss) attributable to unitholders before distributions for the year is stated after charging
(crediting) the following, amongst others:

Expenses by nature
Total Expense Ratio (TER)

The TER is a standard measure used by the Collective Investment Scheme (CIS) industry to illustrate costs of
Management fees 3,924,939 3,694,263 portfolios on a comparable basis. The TER includes management fees, audit fees, bank charges, custodian
fees and valuation fees.

Audit fees 360,039 98,291

Bank charges - 12
Trustee fees 99,341 125,432 TER rates charged as at 31 December 2021:
Total operating expenses 4,681,418 4,228,602

Class A 2,59% 2,24%

11. Income distributions to unitholders
12. Annualreview of unit prices (Lisente per unit)

Operating Income (Loss) attributable to unitholders before distributions for the year is stated after charging
(crediting) the following, amongst others: The following table indicates the fluctuations in the price of the scheme’s units during the year under review:

Repurchase price (Lisente)

2021 2020

Maximum Last price Minimum VEYduly Last price
Class A Unitholders 36,004,977 8,053,194

.o ) ) Class - A 189.06 218.56 214.31 186.56 194.74 191.96
The fund distributes on a bi-annual basis.
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13. Taxation 14. Cash flows from/(used in) operating activities

2021 2020

om0 v
“ Operating Income (loss) attributable to unitholders before taxation 31,591,702 (12,888,659)

Current Adjustments for:
Withholding tax - current period 341,493 327,437  Dividendsincome (36,147,223) (7,262,281)
Interest income (4,388,429) (4,609,917)
Fair value (gains) losses on financial assets (30,575,455) 13,418,065
Distributions to unitholders 36,004,977 8,053,194

Changes in working capital:

Trade and other receivables (18,739,166) 5,937,193
Net movement in financial assets (18,739,166) 5,937,193
Trade and other payables 385,797 32,991

(21,867,797) 2,706,169
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15. Changes in liabilities arising from financing activities

Reconciliation of liabilities arising from financing activities - 2021

Opening Distributions to Gross creation Gross (cancellation) Closing

balance unitholders of units of units balance

Distributions payable to unitholders 2,939,110 36,004,977 - - (31,119,122) 7,824,966
Gross creation and cancellation of units 5,242,670 - 31,365,233 (17,072,213) 9,050,350 14,293,020
8,181,780 36,004,977 31,365,233 (17,072,213) (22,068,772) 22,117,986

Total liabilities from financing activities 8,181,780 36,004,977 31,365,233 (17,072,213) (22,068,772) 22,117,986

Reconciliation of liabilities arising from financing activities - 2020

Opening Distributions to . . Gross (cancellation) Closing

. Gross creation of units .
balance unitholders of units balance
Distributions payable to unitholders 15,425,147 8,053,194 - - (20,539,231) 2,939,110
Gross creation and cancellation of units 22,289,726 - 20,047,077 (14,794,407) (17,047,056) 5,242,670
37,714,873 8,053,194 20,047,077 (14,794,407) (37,586,287) 8,181,780
Total liabilities from financing activities 37,714,873 8,053,194 20,047,077 (14,794,407) (37,586,287) 8,181,780
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16. Related parties 17. Financial instruments and risk management
Relationships Categories of financial instruments

Ultimate holding company: Liberty Holding Group

Management company: STANLIB Lesotho (Pty) Ltd - Fair value through profit or loss
- mandator cost
201 2020 Notet) MM MM
I

Related party balances Unlisted equities 161,753,847 - 161,753,847 161,753,847

Amoun.ts included in T.rade receivable (Trade Payable) Unit trusts 264,644,711 i 264,644,711 264,644,711

regarding related parties

STANLIB Lesotho (Pty) Ltd (356 631) (308 780) Interest receivable on unit trusts 46,006 - 46,006 46,006
Cash and cash equivalents 4 - 4,082,234 4,082,234 4,082,234

Related party transactions 426,444,564 4,082,234 430,526,798 430,526,798

Administration fees paid to (received from) related parties

STANLIB Lesotho (Pty) Ltd 3,924,939 3,694,263 2020
Unlisted equities 156,196,028 - 156,196,028 156,196,028
Unit trusts 221,677,447 - 221,677,447 221,677,447
Interest receivable on unit trusts 51,122 - 51,122 51,122
Cash and cash equivalents 4 - 2,139,296 2,139,296 2,139,296

377,924,597 2,139,296 380,063,893 380,063,893

@ @ DIRECTORS DIRECTORS AUDITORS TRUSTEE FINANCIAL COMPREHENSIVE CASH ACCOUNTING NOTES

REPORT RESPONSIBILITIES REPORT REPORT POSITION INCOME FLOWS POLICIES




STANLIB Lesotho Unit Trust Fund | Annual Financial Statements | 2021

Pre tax gains and losses on financial instruments

Fair value through profit or loss - mandatory

Fair value through profitorloss ~ Amortised .
Total Fair value
- mandator cost

2021
Trade and other payables 6 : 841,269 841,269 - 2021
Distributions payable to _ 7.824.966 7.824.966 . Recognised in profit or loss:
unitholders Y Y
Net assets attributable to 471.860.563 ) 4271 .860.563 421.860.563 Unrealised fair value gains on financial assets 9 30,575,455 30,575,455
unitholders T T T
Realised fair value gains on financial assets 9 447,818 447,818
421,860,563 8,666,235 430,526,798 421,860,563
Net gains 31,023,273 31,023,273
2020
2020
Trade and other payables 6 - 455,472 455,472 -
istributi Recognised in profit or loss:
5:3:2:’;525 payable to . 2,039,110 2,939,110 : g P
Net assets attributable to Unrealised fair value gains on financial assets 9 (13,654,181) (13,654,181)
ithold 376,669,311 - 376,669,311 376,669,311
unitholders Realised fair value gains on financial assets 9 236,116 236,116
376,669,311 3,394,582 380,063,893 376,669,311
Net (losses) (13,418,065) (13,418,065)

Capital risk management

The capital of the Fund is represented by the net assets attributable to holders of redeemable shares. The
amount of net asset attributable to unitholders of redeemable shares can change significantly on a weekly
basis, as the Fund is subject to regular creations and cancellations at the discretion of unitholders, as well as
changes resulting from

the Fund’s performance. The Fund’s objective when managing capital is to safeguard the Fund’s ability

to continue as a going concern in order to provide returns for unitholders, provide benefits for other
stakeholders and maintain a strong capital base to support the development of the investment activities of
the Fund.
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Financial risk management

The Fund is exposed to the following risks from its use of financial instruments:
o Creditrisk;

« Liquidity risk; and

. Market risk (currency risk, interest rate risk and price risk).

Credit risk

Credit risk is the risk of financial loss to the Fund if a counterparty to a financial instrument fails to meet its
contractual obligations.

The Fund’s exposure to credit risk could be as a result of counterparty to a transaction failing to meet its
contractual obligations. This could arise primarily from the Scheme’s investments activities.

Management monitors the scheme’s exposure to credit risk on an ongoing basis through its credit risk
committee and its internal compliance structures. The credit risk committee assigns an internal rating to
each institution which may not be higher than the lowest rating from independent creditrating agencies
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Prudent liquidity risk management implies maintaining sufficient cash and marketable securities. In order
to manage the Fund’s overall liquidity, the Fund also has the ability to withhold redemption requests for

a period of no more than one month. Under extraordinary circumstances the Fund also has the ability to
suspend redemptions if this is deemed to be in the best interest of all unit holders.

In accordance with the Fund’s policy, the Investment Manager monitors the Fund’s liquidity position on a
daily basis.

The table below analyses the fund’s financial liabilities into relevant maturity groupings based on the
remaining period at the statement of financial position to the contractual maturity date. The amounts
disclosed in the table are the contractual undiscounted cash flows. Balances due within 12 months equal
their carrying balances as the impact of discounting is not significant.

than 1 year amount

2021

Current liabilities

. Trade and other payables 841,269 841,269 841,269
Investor Services.
Distributions payable to unitholders 7,824,966 7,824,966 7,824,966
No credit limits were exceeded during the reporting period, and management does not expect any losses _ .
. Net assets attributable to unitholders 421,860,563 421,860,563 421,860,563
from nonperformance by these counterparties.
The maximum exposure to credit risk is presented in the table below: 2020
2021 2020 Current liabilities
Gross | . . ditloss Amortised Gross . . ditloss Amortised Trade and other payables 6 455,472 455,472 455,472
carrying allowance cost / fair carrying allowance cost / fair
amount value amount value Distributions payable to unitholders 2,939,110 2,939,110 2,939,110
Cash and cash equivalents 4,082,234 i 4,082,234 2,139,296 i 2,139,296 Net assets attributable to unitholders 376,669,311 376,669,311 376,669,311
Liquidity risk
Liquidity risk is the risk that the fund will not be able to meet its financial obligations towards investors
when they fall due. This is applicable to the fund, especially as unit holders are able to cancel units on a
daily basis.
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Interest rate risk
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in the
market interest rates. Fluctuations in the interest rates affect the market value of these financial instruments

Management ensures that exposures are in accordance with investment objectives and the trust deed.

Interest rate profile

The interest rate profile of interest bearing financial instruments at the end of the reporting period was as
follows:

Variable rate instruments

- Average effective
interest rate

interest rate amount amount

2020 2021 2020
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Price risk

Price risk sensitivity analysis

The fund is exposed to equity securities price risk because of investments held by the fund and classified on
the statement of financial position at fair value through profit or loss. The fund is not exposed to commodity
price risk. To manage its price risk arising from investments in equity securities and unit trusts , the fund
diversifies its portfolio. Diversification of the portfolio is done in accordance with the limits set by the fund.

The table below summarises the impact of increases/decreases of the financial assets on the fund’s post-
tax profit for the year and on equity. The analysis is based on the assumption that the equity indexes has
increased/decreased by 5% with all other variables held constant and all the fund’s equity instruments
moved according to the historical correlation with the index:

2021 2021 2020 2020

Assets Increase or decrease in rate Increase Decrease Increase Decrease
Cash and cash equivalents 4 1.00% 0.75% 4,082,234 2,139,296 Impact on profit or loss
Financial assets 5% (2020: 5 %) 21,322,228 (21,322,228) 18,896,230 (18,896,230)
Interest rate sensitivity analysis
Interest rate risk is the risk that the value of a financial instrument will fluctuate due to changes in
the market interest rates. Fluctuations in the interest rates affect the market value of these financial
instruments. The following analysis the sensitivity of interest rate changes and its impact to profit for the
fund.
Company
At 31 December 2021, if the interest rate on cash and cash equivalents had been 1% per annum (2020: 1%1)
higher or lower during the period, with all other variables held constant, profit or loss for the year would
have been M 40,822 (2020: M 21,393) lower and M (40,822) (2020: M (21,393)) higher.
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Fair value hierarchy

18. Fair value information Level 3 2021 2020

The table that follows analyses assets and liabilities carried at fair value. The different levels are defined as

follows: Recurring fair value measurements

Level 1: Quoted unadjusted prices in active markets for identical assets or liabilities that the fund can access Assets

at measurement date. Financial assets at fair value through profit or loss - designated

Level 2: Inputs other than quoted prices included in level 1 that are observable for the asset or liability either ~ Unlisted equities 161,753,847 156,196,028
directly or indirectly. Total Financial assets at fair value through profit or loss - mandatory 161,753,847 156,196,028

Level 3: Unobservable inputs for the asset or liability.
Reconciliation of assets and liabilities measured at level 3

Levels of fair value measurements

Level 1 2021 2020

Unrealised
Closing  gains (losses)
balance included in

Gains (losses)
recognised in
profit (loss)

Opening

balance

Recurring fair value measurements 2021

Assets Assets

Financial assets at fair value through profit or

Financial assets at fair value through profit or loss - mandatory loss - mandatory

Unit trusts 264,644,711 221,677,447 Unlisted equities 156,196,028 5,557,819 161,753,847 5,557,819
Interest receivable on unit trusts 46,006 51,122 Total 156,196,028 5,557,819 161,753,847 5,557,819
Total Financial assets at fair value through profit or loss - mandatory 264,690,717 221,728,569

2020

Assets

Financial assets at fair value through profit or
loss - mandatory

Unlisted equities 171,986,349 (15,790,321) 156,196,028 (15,790,321)

Total 171,986,349 (15,790,321) 156,196,028 (15,790,321)
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Information about valuation techniques and inputs used to derive level 3 fair values

Financial assets classified within Level 3 have significant unobservable inputs. If a fair value measurement
uses observable inputs that require significant adjustment based on unobservable inputs, that
measurement is a Level 3 measurement.

The method of valuation used is the Dividend Discount Model.

The Dividend Discount Model (DDM) is based on the assumption that the value of the share is based on
future dividends. Therefore the value of the share is based on the present value of future dividends. The
future dividends are present valued based on the investors required equity rate of return.

The DDM used in the following circumstances:

« Companies high dividend payout ratio as the business should payout all excess cashflows as dividends i.e.
cash flows left after debt and reinvestment needs have been met;

« The company phase of stable growth; and

« Minority interest as the minority shareholder has no control over the future cash flows of the business.
Dividend Discount Model was used as the primary method of valuation.

Key inputs of class level 3 fair values into the model are, the discount rate, used to determine the present
value of the stream of future cash flows, should be based on the company’s Weighted Average Cost of Capital
(WACC). A company’s WACC is derived from the cost of equity and the after-tax cost of debt in the proportion
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Beta; The beta co-efficient is a measure of the volatility of a company’s share price relative to the stock
market. A higher beta co-efficient indicates a more volatile share relative to the rest of the market and higher
investment risk. The beta co-efficient of a company is a function of its business risk index (determined by
operating risk, strategic risk, asset management, size and diversity) and its financial risk index (determined
by the level of gearing in a company). For the purpose of a valuation the beta co-efficient of a listed company
is usually derived from the company’s historic share price movement relative to the market.

Company specific risk premium; This is based as judgemental and takes onto account company specific
factors such as size, non diversification, limited growth opportunities, size of unsecured lending book etc.

Details regarding split of the unlisted equities valuation are as follows:

Company Equity holding % Fair Value (M)
Minet Lesotho (Pty) Limited 15% 5,730,484
Maluti Mountain Brewery (Pty) Limited 4.75% 45,408,000
Standard Lesotho Bank Limited 10.35% 110,615,363
Total unlisted equities 161,753,847

Significant assumptions and inputs are as follows:

Standard Lesotho Bank
Limited

Minet Lesotho (Pty) Limited Maluti Mountain Brewery (Pty)
Limited

Key inputs to cost of equity

. . Risk free rate 13.28% 13.28% 13.28%

of the company’s target capital structure. The details of the elements of the WACC are set out below:

Beta 0.89 0.90 0.92
Cost of equity (Ke); The cost of equity capital (the return required by shareholders) (ke) is determined by Market risk premium 04 -0 204
applying the Capital Asset Pricing Model (CAPM). o .

Company specific risk premium 3% 0.50% 1.50%
Risk free rate (Rf); The longest dated government bond of the country is used as the risk-free rate. As Lesotho Earnings growth factor 5 50% 6.50% 5 50%
does not have a long-dated government bond we have used long dated South African bonds plus made a
judgemental county risk adjustment.
Market risk premium (Rm - Rf); A market risk premium of 7.0% is considered appropriate. This is based on
the PwC Valuation Methodology Survey 9th Edition, 2020/2021, 2nd quartile high.
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Valuation inputs and relationships to fair value on unlisted equities:

Company Fair Value (FV) as at 31 Unobservable inputs
December 2021 (M)

Inputs % Relationship of unobservable inputs to fair

value

Minet Lesotho (Pty) 5,730,484  Earnings growth factor 5.50% Increased earnings growth factor by 50 basis
Limited e 1 points and lower Marketability discount by 100
Marketability discount 16.50% basis points would increase FV by M710,458
Maluti Mountain 45,408,000 Earnings growth factor 6.50% Increased earnings growth factor by 50 basis
Brewery (Pty) o points and lower Marketability discount by 100
Limited Marketability discount 16.50% * pasis points would increase FV by M5,578,000
Standard Lesotho 110,615,363  Earnings growth factor 5.50% Increased earnings growth factor by 50 basis
Bank Limited o points and lower Marketability discount
Marketability discount 16.50%

by 100 basis points would increase FV by
M13,417,394

No changes have been made to the valuation technique.

19. Going concern

The annual financial statements have been prepared on the basis of accounting policies applicable to a
going concern. This basis presumes that funds will be available to finance future operations and that the
realisation of assets and settlement of liabilities, contingent obligations and commitments will occur in the
ordinary course of business.
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20. Operating segments

Operating segments are reported in a manner consistent with the internal reporting used by the chief
operating decisionmaker.

The chief operating decision-maker, who is responsible for allocating resources and assessing performance
of the operating segments, has been identified as the head of investments of the investment manager that
makes strategic decisions.

The head of investments is responsible for the Fund’s entire portfolio and considers the Fund to have
a single operating segment. Investments asset allocation decisions are based on a single, integrated
investment strategy, and the Fund’s performance is evaluated on an overall basis.

The internal reporting provided to the head of investments for the Fund’s assets, liabilities and performance
is prepared on a consistent basis with the measurement and recognition principles of IFRS.

The Fund has no assets classified as non-current assets.

The Fund also has a diversified unitholder population. At 31 December 2021, there was no unitholders who
held more than 20% of the Fund’s net asset value.

21. Events after the reporting period

No events after the reporting period management has to report which have an adjusting effect to the
financial statement.
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Collective Investment Schemes (CIS) are generally medium to long term investments. The value of participatory interests may go down as well as up and
past performance is not necessarily a guide to future performance.

STANLIB Lesotho Collective Investment Scheme (the Scheme) is licenced, regulated and supervised by the Central Bank of Lesotho (the Registrar) under
the Central Bank of Lesotho (Collective Investment Schemes) Regulations, 2018. The asset manager of the Scheme is STANLIB Lesotho (Pty) Ltd (the
Asset Manager). The Asset Manager is licensed by the Registrar under the Central Bank of Lesotho (Collective Investment Schemes) Regulations, 2018. An
investor has a right to choose an investment option, choosing any particular investment option does not guarantee any particular investment outcome.

The trustee of the Scheme is Minet Lesotho.
The investments of this portfolio are managed by the Asset Manager.

Prices are calculated and published on each working day; these prices are available on the Asset Manager’s website (https://stanlib.com/lesotho/). This
portfolio is valued at 15h00. Forward pricing is used. Investments and repurchases will receive the price of the same day if received prior to 15h00.

This portfolio is permitted to invest in foreign securities. Should the portfolio include any foreign securities these could expose the portfolio to any of
the following risks: potential constraints on liquidity and the repatriation of funds; macroeconomic risks; political risks; foreign exchange risks; tax risks;
settlement risks; and potential limitations on the availability of market information.

Additional information including, but not limited to, brochures, application forms and annual or quarterly reports, can be obtained free of charge, from
the Asset Manager and from the Asset Manager’s website (https://stanlib.com/lesotho/). The collective investment scheme contract and prospectus may
be inspected at the address of the Asset Manager provided.

Contact Details of Trustees, Minet House 4 Bowker Road, Maseru, Lesotho. Telephone No. +266 22313540

STANLIB Lesotho (Pty) Ltd (Reg. No. 2001/40). A Financial Services Provider licensed under the Central Bank of Lesotho (Collective Investment Schemes)
Regulations, 2018.
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