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Chairman's Message to Unitholders
As we reflect on all the change that we have witnessed in the world around us in the last decade, the last year and indeed the last
few months given the impact on financial markets of COVID-19, at STANLIB we have remained steadfast in our commitment to
make the best investment decisions on behalf of our clients.
It is important to us that South Africans consider their financial well-being over the long term and our unit trust offering ensures we
have sufficient choice without complexity to help our clients achieve their financial goals. Our range of portfolios is managed by a
number of well-established, diverse and skilled investment teams whose responsibility is to ensure that navigate volatile and
changing market conditions to deliver the best outcomes.
In 2019, our portfolio managers faced a challenging year. The main themes were slow economic growth locally, evolving political
landscape in both developed and developing nations, trade wars and interest rate reductions from many central banks. However,
2019 was a good year for equity markets. Our Equity and Multi-Asset solutions continued to deliver improved investment
performance relative to their peers, particularly in the short to medium term. The Absolute Plus fund continues to take advantage
of volatility in global markets in delivering returns ahead of the CPI + benchmark across all periods, while protecting investor
capital. Our Listed Property solution managed to protect investors’ capital in a period when the property segment continued to
face strong headwinds while the rest of our offerings also delivered strong performance.
Industry trends
The number of different funds available to investors in our market has grown substantially since the first unit trust was launched.
The industry is overwhelmed with choice, with 1 500 unit trusts currently available to South African investors. In the last decade,
investment products and funds have multiplied, creating considerable complexity.
That said, growth in 2019 has been more muted. The flow of savings in South Africa continues to be directed towards shorterdated investment products rather than longer-dated, higher-risk products, given the overall environment. We saw R 54 billion flow
into the ASISA income category over the 12 months to 30 September 2019 while the multi-asset category – the largest category
at R1 trillion – experienced outflows.
The unit trust industry is now almost as large as the pensions industry, with increasing investor preference for unit trusts as an
investment vehicle. This places a critical responsibility on unit trust providers to ensure that investment propositions are simple
and well understood to meet this growing demand.
There is also a significant role to be played by intermediaries to help investors to make the best investment decisions for their
long-term financial well-being, particularly in the current unpredictable and fast changing environment.
Another trend worth noting in our industry is the growing allocation to passive or index funds in the unit trust arena. Lower costs
make these investment funds attractive, particularly for the first-time investors, and enable many more people to access
investments.
STANLIB: simplifying choice and improving the investment experience
STANLIB’s retail fund range focuses on the needs of our investors, providing sufficient choice without unnecessary complexity. We
recognize that investors are looking for simpler, solution-driven investments and so we continue to review and simplify our offering
to ensure it is relevant to our clients in a changing landscape and while maintaining our ability to meet the investors’ expectations.
A clearer and simpler investing experience reaches beyond the product we place on the shelf. It is important to us to make it easier
for our customers to save and transact. The rapid advance in technology allows us to move towards digital servicing, improving the
efficiency of investment administration, both inside our business and for the client. We have made numerous changes to date and
as we head into 2020 we look forward to continuing our journey to a more digital offering. Key technology upgrades have been
made across the business to ensure that processes are simpler and faster. We have refreshed our website making it simpler for
our clients to navigate.
Our 1nvest offering has one of the widest passive fund range products in the South African market, offering unit trusts and
Exchange Traded Funds (ETF’s) across various asset classes and geographies in keeping with the growing demand for these
products
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Chairman's Message to Unitholders
Looking forward
The outlook for economic growth in South Africa has been significantly impacted by the rapidly unfolding COVID-19 pandemic.
Despite the increasingly complex environment and shifting market dynamic, there remains a need to focus on investments that
give due regard to the balance between the short and long term. At STANLIB our teams are well positioned to tap into their depth
of expertise to navigate this dynamic investment landscape.
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Management Company Directors' Report
The directors have pleasure in submitting their report on the annual financial statements of 1NVEST SA Property ETF for
the year ended 31 December 2019.
1.

Incorporation
The fund was incorporated on 21 April 2010 and obtained its certificate to commence business on the same day.

2.

Nature of business
1NVEST SA Property ETF was incorporated in South Africa with interests in the Financial services industry. The fund
operates in South Africa and is listed on the Johannesburg Stock Exchange (JSE) main board.
The principal activities of the fund are to invest in shares listed on the JSE main board and passively tracks the
FTSE/JSE SA Listed Property Index (SAPI).
There have been no material changes to the nature of the fund's business from the prior year other than the name
change from STANLIB SA Property ETF to 1NVEST SA Property ETF.

3.

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. It is however notable that due to Coronavirus (Covid-19)
Outbreak, the financial market has shown high volatility in stock prices globally and locally and the stock market indexes
responded accordingly. More details on Events after the reporting period note.

4.

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.

5.

Auditors
PricewaterhouseCoopers commenced in office as auditors for the fund for 2019.
At the annual engagement meeting, the management will be requested to reappoint PricewaterhouseCoopers as the
independent external auditors of the company and to confirm Mrs Nicolette Jacobs as the designated lead audit partner
for the 2020 financial year.

6.

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:
Ÿ
there is, so far as the person is aware, no relevant audit information of which the fund's auditors are unaware; and
Ÿ
the person has taken all the steps that he 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.

7.

Date of authorisation for issue of financial statements
The annual financial statements have been authorised for issue by the directors on Monday, 30 March 2020. No authority
was given to anyone to amend the annual financial statements after the date of issue.
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Management Company Directors' Responsibilities and Approval
The directors of management company are required in terms of the Collective Investment Schemes Control Act, 2002 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 management company acknowledge that they are ultimately responsible for the system of internal financial
control established by the management company for the fund and place considerable importance on maintaining a strong
control environment. To enable the directors to meet these responsibilities, the board 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 company’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 Collective Investments (RF) Proprietary Limited 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 management company have reviewed the fund’s financial position as at 31 December 2019 and, in 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 7 to 11.
The annual financial statements set out on pages 12 to 39, which have been prepared on the going concern basis, were
approved by the board on 30 March 2020 and were signed on their behalf by:
Approval of financial statements

DTV Msibi

DC Munro

STANLIB
17 Melrose Boulevard
Melrose Arch, Johannesburg
South Africa
Monday, 30 March 2020
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Independent auditor’s report
To the Unitholders of 1NVEST SA Property ETF

Our opinion
In our opinion, the financial statements present fairly, in all material respects, the financial position of
1NVEST SA Property ETF (the portfolio) as at 31 December 2019, and its financial performance and
its cash flows for the year then ended in accordance with International Financial Reporting Standards
(IFRS).
What we have audited
1NVEST SA Property ETF’s financial statements, as managed by STANLIB Collective Investments
(RF) Proprietary Limited, set out on pages 12 to 38 comprise:

●

the statement of financial position as at 31 December 2019;

●

the statement of comprehensive income for the year then ended;

●

the statement of changes in net assets attributable to unitholders for the year then ended;

●

the statement of cash flows for the year then ended; and

●

the significant accounting policies and the notes to the annual financial statements.

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 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 portfolio in accordance with the sections 290 and 291 of the Independent
Regulatory Board for Auditors’ Code of Professional Conduct for Registered Auditors (Revised
January 2018), parts 1 and 3 of the Independent Regulatory Board for Auditors’ Code of Professional
Conduct for Registered Auditors (Revised November 2018) (together the IRBA Codes) and other
independence requirements applicable to performing audits of financial statements in South Africa.
We have fulfilled our other ethical responsibilities, as applicable, in accordance with the IRBA Codes
and in accordance with other ethical requirements applicable to performing audits in South Africa.
The IRBA Codes are consistent with the corresponding sections of the International Ethics Standards
Board for Accountants’ Code of Ethics for Professional Accountants and the International Ethics
Standards Board for Accountants’ International Code of Ethics for Professional Accountants
(including International Independence Standards) respectively.

PricewaterhouseCoopers Inc.,
5 Silo Square, V&A Waterfront, Cape Town 8002, P O Box 2799, Cape Town 8001
T: +27 (0) 21 529 2000, F: +27 (0) 21 814 2000, www.pwc.co.za
Chief Executive Officer: L S Machaba
The Company's principal place of business is at 4 Lisbon Lane, Waterfall City, Jukskei View, where a list of directors' names is available for inspection.
Reg. no. 1998/012055/21, VAT reg.no. 4950174682

Our audit approach
Overview
Overall materiality
●

R 2,055,929 which represents 1% of net assets attributable to unitholders.

Key audit matters
● Valuation and existence of listed investments.
As part of designing our audit, we determined materiality and assessed the risks of material
misstatement in the financial statements. In particular, we considered where the directors made
subjective judgements; for example, in respect of significant accounting estimates that involved
making assumptions and considering future events that are inherently uncertain. As in all of our
audits, we also addressed the risk of management override of internal controls, including among other
matters, consideration of whether there was evidence of bias that represented a risk of material
misstatement due to fraud.
Materiality
The scope of our audit was influenced by our application of materiality. An audit is designed to obtain
reasonable assurance whether the financial statements are free from material misstatement.
Misstatements may arise due to fraud or error. They are considered material if individually or in
aggregate, they could reasonably be expected to influence the economic decisions of users taken on the
basis of the financial statements.
Based on our professional judgement, we determined certain quantitative thresholds for materiality,
including the overall materiality for the financial statements as a whole as set out in the table below.
These, together with qualitative considerations, helped us to determine the scope of our audit and the
nature, timing and extent of our audit procedures and to evaluate the effect of misstatements, both
individually and in aggregate on the financial statements as a whole.
Overall materiality

R 2,055,929

How we determined it

1% of net assets attributable to unitholders.

Rationale for the
materiality
benchmark applied

We chose net assets attributable to unitholders as the benchmark
because, in our view, it is the benchmark against which the performance
of the portfolio is most commonly measured by users and is a generally
accepted benchmark. We chose 1% which is consistent with quantitative
materiality thresholds used for asset-orientated entities in this sector.

Key audit matters
Key audit matters are those matters that, in our professional judgement, were of most significance in
our audit of the financial statements of the current period. These matters were addressed in the
context of our audit of the financial statements as a whole, and in forming our opinion thereon, and
we do not provide a separate opinion on these matters.
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Key audit matter

How our audit addressed the key audit
matter

Valuation and existence of listed investments

Our audit addressed the valuation and existence
of listed investments as follows:

Refer to the following accounting policy and
notes to the financial statements for details:





Valuation
We obtained an understanding of the design and
implementation of internal controls relevant to
the valuation of the portfolio’s investments by
STANLIB Collective Investments (RF)
Proprietary Limited. We further tested key
controls relating to valuation of investments.

Note 1.2 – Financial Instruments;
Note 6 – Financial Assets, and
Note 19 – Fair value information.

We considered the valuation and existence of
the portfolio’s listed investments to be a matter
of most significance to the current year’s audit
due to the following factors:
●

The magnitude of the investment value at
year-end

●

The fair value of these investments is a key
measure in determining the performance
of the portfolio by unit holders; and

●

The investments are held in a fiduciary
capacity by the portfolio on behalf of the
unit holders.

We evaluated the appropriateness of the fair
value measurement methodology applied
against the requirements of IFRS 13, Fair Value
Measurement. We did not note any
inconsistencies in this regard. We assessed the
appropriateness of the valuation methodology
with reference to the definition of an active
market. We also assessed the adequacy of the
disclosure of the fair value hierarchy against the
requirements of IFRS 13. No material exceptions
noted.
We independently recalculated the fair value of
all listed investments by obtaining the closing
prices of the investments from external sources
and multiplying these prices with the quantities
obtained from confirmations received from the
custodian. No material exceptions were noted.

The portfolio’s investments comprise of listed
investments which are measured at fair value
through profit and loss. At 31 December 2019,
the carrying value of these investments
amounted to R198,065,000 which includes a
fair value loss of R10,125,000 recognised in the
statement of comprehensive income.

Existence
We confirmed all of the portfolio’s scrip holdings
at 31 December 2019 with the custodian. Where
differences were identified, we obtained
explanations from management and inspected
relevant documentation.

As disclosed in Note 19 to the financial
statements, these investments are classified as
level 1 in terms of the fair value hierarchy which
implies that the fair value is determined using
unadjusted quoted prices in active markets for
identical investments that the portfolio can
access at 31 December 2019.

Other information
The directors of STANLIB Collective Investments (RF) Proprietary Limited are responsible for the
other information. The other information comprises the information included in the document titled
“1NVEST SA Property ETF Annual Financial Statements for the year ended 31 December 2019”. The
other information does not include the financial statements and our auditor’s report thereon.
Our opinion on the 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 financial statements, our responsibility is to read the other
information identified above and, in doing so, consider whether the other information is materially
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inconsistent with the financial statements or our knowledge obtained in the audit, or otherwise
appears to be materially misstated.
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 of STANLIB Collective Investments (RF)
Proprietary Limited for the financial statements
The directors of STANLIB Collective Investments (RF) Proprietary Limited are responsible for the
preparation and fair presentation of the financial statements in accordance with IFRS, and for such
internal control as the directors of STANLIB Collective Investments (RF) Proprietary Limited
determine is necessary to enable the preparation of financial statements that are free from material
misstatement, whether due to fraud or error.
In preparing the financial statements, the directors of STANLIB Collective Investments (RF)
Proprietary Limited are responsible for assessing the portfolio’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 of STANLIB Collective Investments (RF) Proprietary Limited either
intend to liquidate the portfolio or to cease operations, or have no realistic alternative but to do so.

Auditor’s responsibilities for the audit of the financial statements
Our objectives are to obtain reasonable assurance about whether the 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 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 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 portfolio’s internal control.

●

Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by the directors of STANLIB Collective Investments (RF)
Proprietary Limited.

●

Conclude on the appropriateness of the directors of STANLIB Collective Investments (RF)
Proprietary Limited’s 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 portfolio’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 financial statements or, if such disclosures are inadequate, to modify our
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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 portfolio to cease to continue as a
going concern.

●

Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and
events in a manner that achieves fair presentation.

We communicate with the directors of STANLIB Collective Investments (RF) Proprietary Limited
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.
We also provide the directors of STANLIB Collective Investments (RF) Proprietary Limited with a
statement that we have complied with relevant ethical requirements regarding independence, and to
communicate with them all relationships and other matters that may reasonably be thought to bear on
our independence, and where applicable, related safeguards.
From the matters communicated with those charged with governance, we determine those matters
that were of most significance in the audit of the financial statements of the current period and are
therefore the key audit matters. We describe these matters in our auditor’s report unless law or
regulation precludes public disclosure about the matter or when, in extremely rare circumstances, we
determine that a matter should not be communicated in our report because the adverse consequences
of doing so would reasonably be expected to outweigh the public interest benefits of such
communication.

PricewaterhouseCoopers Inc.
Director: NA Jacobs
Registered Auditor
Cape Town
31 March 2020
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Statement of Financial Position as at 31 December 2019

Note(s)
Assets
Financial assets at fair value though profit or loss
Trade and other receivables
Cash and cash equivalents

6
7
8

Total Assets
Liabilities
Trade and other payables

9

Total Liabilities excluding Net Assets Attributable to Unitholders
Net Assets Attributable to Unitholders

2019

2018

R '000

R '000

1 January
2018
Restated*
R '000

198,065
138
7,569

74,642
94
1,605

171,365
338

205,772

76,341

171,703

179

89

148

179

89

148

205,593

76,252

171,555

The accounting policies on pages 16 to 23 and the notes on pages 24 to 38 form an integral part of the annual financial
statements.
* See note 24 for more details on restatement as a result of a change in classification of Net asset attributable to unitholders
from Equity to Liabilities. Financial assets on loan are also presented separately on this statement, detail on note 24.
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Statement of Comprehensive Income
2019
Note(s)
Investment income
Sundry income
Fair value (losses) on financial assets

3

2018
Restated*
R '000

R '000

4

10,237
122
(10,125)

7,263
77
(46,067)

5

234
(491)

(38,555)
(379)

Operating Income (loss) for the year before distributions
Distributions to unitholders

(257)
(7,946)

(39,106)
(5,634)

Profit (loss) after distributions before taxation

(8,203)

(44,740)

(34)

(23)

(8,237)

(44,763)

Total net income (loss)
Operating expenses

Witholding taxes expense

22

(Decrease) in net assets attributable to unitholders from operations

The accounting policies on pages 16 to 23 and the notes on pages 24 to 38 form an integral part of the annual financial
statements.
* See note 24 for more details on restatement as a result of a change in classification of Net asset attributable to unitholders
from Equity to Liabilities as a result, Income adjustments on creation and cancellation of units were moved to Statement of
Changes in Net Assets Attributable to Unitholders from Statement of Comprehensive Income.
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Statement of Changes in Net Assets Attributable to Unitholders
Note(s)

Capital
Income
Net assets
attributable to attributable to attributable to
unitholders unitholders unitholders
R '000
R '000
R '000

Balance at 01 January 2018

171,573

(Decrease) in net assets attributable to unitholders from operations
Transfer of fair value (loss) not distributable
Gross creation of units
Gross (cancellation) of units
Income adjustments on creation and cancellation of units

(46,067)
17,355
(68,067)
-

(44,763)
46,067
172

(44,763)
17,355
(68,067)
172

74,794

1,458

76,252

(10,125)
220,008
(86,658)
-

(8,237)
10,125
4,228

(8,237)
220,008
(86,658)
4,228

198,019

7,574

205,593

4
14
14
14

Balance at 01 January 2019
Total comprehensive (loss) for the year
Transfer of fair value (loss) not distributable
Gross creations of units
Gross (cancellation) of units
Income adjustments on creation and cancellation of units

4
14
14
14

Balance at 31 December 2019

(18)

171,555

The accounting policies on pages 16 to 23 and the notes on pages 24 to 38 form an integral part of the annual financial
statements.
*There has been a heading change from Equity to Net Assets Attributable to Unitholders of this statement due to change in
classification of Net Assets Attributable to Unitholders from Equity to Liability. See note 24 for more detail on restatement.
*There are no equity balances or movements of equity in either period. This statement of changes in net assets attributable to
unitholders provides relevant and useful information to the users corresponding to the requirements of IAS 1 and is therefore
considered best practice.
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Statement of Cash Flows
2019
Note(s)

R '000

2018
Restated*
R '000

Operating activities
10
11
12

Cash (used in) operations
Interest received
Dividend received
Net cash (used in) from operating activities

(133,858)
180
10,010

50,204
42
7,195

(115,722)

57,441

4,228
(7,946)
220,008
(86,658)

172
(5,634)
17,355
(68,067)

121,686

(56,174)

Financing activities
14
13

Income adjustments on creation and cancellation of units
Income distributions paid
Gross creation of units
Gross (cancellation) of units
Net cash from (used in) financing activities
Net change in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

8

Cash and cash equivalents at end of the year

5,964
1,605

1,267
338

7,569

1,605

The accounting policies on pages 16 to 23 and the notes on pages 24 to 38 form an integral part of the annual financial
statements.
* See note 24 for more details on restatement as a result of a change in classification of Net movements in financial assets
from investing activites to operating activities.
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Significant Accounting Policies and Notes to Annual Financial Statements
Fund information
1NVEST SA Property ETF is an Exchange Traded Fund incorporated and domiciled in South Africa and listed on the
Johannesburg Stock Exchange.
The Stanlib ETF Collective Investment Scheme ("the Scheme") is registered in terms of Collective Investment Schemes
Control Act, 2002 as set out in the Supplement Portfolio Trust Deed.
STANLIB Collective Investments (RF) Proprietary Limited is the management company of the Scheme with 1NVEST Fund
Managers (Pty) Ltd as the third party manager of the scheme, both are appointed by the scheme to manage the
operations of the fund. Societe Generael is the Trustee and a custodian of the fund, the assets of the funds are kept under
their custody and they also act as a banker for the fund's operations.
The annual financial statements for the year ended 31 December 2019 were authorised for issue in accordance with a
resolution of the directors on Monday, 30 March 2020.
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.
The annual financial statements have been prepared on thehistorical cost basis, except for certain financial assets where
the fund adopts the fair value basis of accounting and incorporates the principal accounting polices set out below. They
are presented in Rands rounded to the nearest thousand, which is the fund's functional currency.
These accounting policies are consistent with the previous period,

16

1NVEST SA Property ETF
Annual Financial Statements for the year ended 31 December 2019

Significant Accounting Policies and Notes to Annual Financial Statements
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:
Financial assets which are equity instruments:
Ÿ
Default at fair value through profit or loss.
Financial assets which are debt instruments:
Ÿ
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 at amortised cost include accrued interest income, dividend
accrued, investment debtors, rebates and cash and cash equivalents.
Financial liabilities: Amortised cost.
Ÿ
Financial liabilities at amortised cost include distribution payables, investment creditors, accrued expenses and
financial liabilities arising on redeemable units.
Note 6 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 in detail:
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1.2 Financial instruments (continued)
Financial assets at amortised cost
Classification
Financial assets at amortised cost, are classified as financial assets which are debts instruments subsequently measured
at amortised cost (note 7).
Financial assets at amortised cost comprise of trade and other receivables and cash and cash equivalents.
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
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 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.
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1.2 Financial instruments (continued)
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 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 financial asset 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 financial asset 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. Details of the provision matrix, per grouping, is presented in note 7.
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 (note 5).
Write off policy
The fund writes off financial assets at amortised cost 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. Financial assets at amortised cost 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 (note 7) and the trade and other payables note
(note 9).
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 financial assets at amortised cost is included in profit or loss in the
realised gains/(losses) line item (note 4).
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1.2 Financial instruments (continued)
Investments in equity instruments
Classification
Investments in equity instruments are presented in note 6. 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
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 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 19.
Fair value gains or losses recognised on investments at fair value through profit or loss are included in unrealised
gains/(losses) (note 4).
Dividends received on equity investments are recognised in profit or loss when the fund's right to received 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 3).
Impairment
Investments in equity instruments are not subject to impairment provisions.
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 equity in the reserve for valuation of investments for equity investments are at
fair value through profit or loss on derecognition.
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1.2 Financial instruments (continued)
Financial liabilities at amortised cost
Classification
Financial liabilities at amortised cost comprise of distribution payables, investment creditors, accounts payables, accrued
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.
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 cost 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 distributions to unitholders (note 9).
Financial liabilities at amortised cost expose the fund to liquidity risk and possibly to interest rate risk. Refer to note 9 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.
Bank overdrafts
Bank overdrafts are initially measured at fair value, and are subsequently measured at amortised cost, using the effective
interest rate method.
Derecognition
Financial assets
The fund derecognises a financial asset only when the contractual rights to the cash flows from the asset expire, 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.
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1.2 Financial instruments (continued)
Reclassification
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
Financial liabilities are not reclassified.
1.3 Tax
Tax expenses
Under the current system of taxation in South Africa, the fund is exempt from paying tax on income or capital gains that
are distributed to investors to the extent that income is distributed to the investors. residual taxable income may be taxed
in the portfolios. Both income and capital gains are taxed in the hands of the investor.
Withholdings Tax (section 64D to 64N of the Income Tax Act) became applicable from 1 April 2012. It is imposed on
unitholders at a maximum rate of 20% 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.
Income from certain countries of origins other than South Africa 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 Creations and cancellations
The Management Company can purchase any number of units at the price calculated in accordance with the
requirements of the Collective Investment Schemes control Act, 2002, as amended, and on the terms and conditions set
forth in the Trust Deeds constituting the various funds. No preferencial 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 liabilities from 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 unit includes 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.
1.5 Sundry income
Sundry income are profits and losses due to rebalancing the fund, this includes and not limited to rebates of audit fees,
trustee fees, custody fees and bank charges.
1.6 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.
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1.7 Investment Income
Investment income comprises:


Dividends from listed equities; and



Interest on cash and cash equivalents

Dividend Income is recognised when the fund's right to receive the payment has been established, normally being the exdividend 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.
1.8 Expenses
Expenses are recognised in the statement of comprehensive income as incurred.These are operating expenses incured
by the fund and comprises: Audit fees, bank charges,Trustees fees, cutody fees and Service fees -management fees.
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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:
Standard/ Interpretation:
Prepayment Features with Negative Compensation – Amendments to IFRS 9
The narrow-scope amendments made to IFRS 9 Financial Instruments in December 2017 enable entities to measure certain
prepayable financial assets with negative compensation at amortised cost. These assets, which include some loan and debt
securities, would otherwise have to be measured at fair value through profit or loss.
To qualify for amortised cost measurement, the negative compensation must be reasonable compensation for early termination
of the contract’ and the asset must be held within a ‘held to collect’ business model.
The effective date is year beginning on 1 January 2019 and the impact is not material.
Standard/ Interpretation:
Annual Improvements to IFRS Standards 2015–2017 Cycle
The following improvements were finalised in December 2017:


AS 12 – clarified that the income tax consequences of dividends on financial instruments classified as equity should be
recognised according to where the past transactions or events that generated distributable profits were recognised.

The effective date is year beginning on 1 January 2019 and the impact is not material.
2.2 Standards and interpretations not yet effective or relevant.
The following standards and interpretations have been published and are mandatory for the fund’s accounting periods
beginning on or after 01 January 2020 or later periods or are not relevant to its operations:
Standard/ Interpretation:
Definition of Material –Amendments to IAS 1 and IAS 8
The IASB has made amendments to IAS 1 Presentation of Financial Statements and IAS 8 Accounting Policies, Changes in
Accounting Estimates and Errors which use a consistent definition of materiality throughout International Financial Reporting
Standards and the Conceptual Framework for Financial Reporting, clarify when information is material and incorporate some of
the guidance in IAS 1 about immaterial information.
In particular, the amendments clarify:


that the reference to obscuring information addresses situations in which the effect is similar to omitting or misstating that
information, and that an entity assesses materiality in the context of the financial statements as a whole, and



the meaning of ‘primary users of general purpose financial statements’ to whom those financial statements are directed, by
defining them as ‘existing and potential investors, lenders and other creditors’ that must rely on general purpose financial
statements for much of the financial information they need.

The effective date is year beginning on 1 January 2020 and the expected impact is not material.
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2.

New Standards and Interpretations (continued)

Standard/ Interpretation:
Revised Conceptual Framework for Financial Reporting
The IASB has issued a revised Conceptual Framework which will be used in standard-setting decisions with immediate effect.
Key changes include:


increasing the prominence of stewardship in the objective of financial reporting



reinstating prudence as a component of neutrality



defining a reporting entity, which may be a legal entity, or a portion of an entity



revising the definitions of an asset and a liability



removing the probability threshold for recognition and adding guidance on derecognition



adding guidance on different measurement basis, and



stating that profit or loss is the primary performance indicator and that, in principle, income and expenses in other
comprehensive income should be recycled where this enhances the relevance or faithful representation of the financial
statements.

No changes will be made to any of the current accounting standards. However, entities that rely on the Framework in
determining their accounting policies for transactions, events or conditions that are not otherwise dealt with under the
accounting standards will need to apply the revised Framework from 1 January 2020. These entities will need to consider
whether their accounting policies are still appropriate under the revised Framework.
The effective date is year beginning on 1 January 2020 and the expected impact is not material.
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2019
R '000
3.

2018
R '000

Investment income
Dividends
Interest

10,057
180

7,221
42

Total investment income

10,237

7,263

Total interest income, calculated using the effective interest rate, on financial instruments not at fair value through profit or
loss amounted to R 180 (2018: R 42).
4.

Fair value gains (losses) on financial assets
Fair value gains (losses)
Financial assets at fair value through profit or loss:
Realised (losses)
Unrealised (losses)
Total fair value (losses) gains

5.

(7,620)
(2,505)

(7,508)
(38,559)

(10,125)

(46,067)

Operating expenses
Operating Income (loss) for the year before distributions for the year is stated after charging (crediting) the following,
amongst others:
Auditor's remuneration - external
Audit fees
Service fees
Custody charges
Trustee fees

76

29

342
65
8

287
54
9

491

379

198,065

74,642

Expenses by nature

The operating expenses are analysed by nature as follows:
Operating expenses
6.

Financial assets
Financial assets comprise:
At fair value through profit or loss
Listed equities
The fund invests in shares listed on the JSE main board and passively tracks the
FTSE/JSE SA Listed Property Index (SAPI).
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2019
R '000
7.

2018
R '000

Trade and other receivables
Financial assets: at amortised cost
Investment debtors
Rebates
Dividends accrued

65

Total trade and other receivables

138

-

73

57
11
26
94

Split between non-current and current portions
Current assets

138

94

Categorisation of trade and other receivables

Trade and other receivables are categorised as follows in accordance with IFRS 9: Financial Instruments:

At amortised cost

138

94

Exposure to credit risk of financial assets at amortised cost

Trade receivables inherently expose the fund to credit risk, being the risk that the fund will incur financial loss if trades
counterparties and brokers fail to make payments as they fall due.
In order to mitigate the risk of financial loss from defaults, the fund only deals with reputabe brokers with consistent
payment histories and creditworthy. The exposure to credit risk and the creditworthiness of brokers and counterparties, is
continuously monitored.
There have been no significant changes in the credit risk management policies and processes since the prior reporting
period.
Trade receivables arise from both listed equities sales and dividends accrued from such equities held and cash in bank
interest accrued.
The average credit period on trade receivables is 3 days (2018: 3 days). No interest is charged on outstanding trade
receivables.
A loss allowance is recognised for all trade receivables, in accordance with IFRS 9 Financial Instruments, and is
monitored at the end of each reporting period. In addition to the loss allowance, trade receivables are written off when
there is no reasonable expectation of recovery, for example, when a debtor or counterparty has been placed under
liquidation. Trade receivables which have been written off are not subject to enforcement activities.
The fund measures the loss allowance for trade receivables by applying the simplified approach which is prescribed by
IFRS 9. In accordance with this approach, the loss allowance on trade receivables is determined as the lifetime expected
credit losses on trade receivables. These lifetime expected credit losses are estimated by using past default experience of
debtors but also incorporates forward looking information and general economic conditions of the industry as at the
reporting date.
The estimation techniques explained have been applied for the first time in the current financial period, as a result of the
adoption of IFRS 9. Trade receivables were previously impaired only when there was objective evidence that the asset
was impaired. The impairment was calculated as the difference between the carrying amount and the present value of the
expected future cash flows.
There has been no change in the estimation techniques or significant assumptions made during the current reporting
period.
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2019
R '000
7.

2018
R '000

Trade and other receivables (continued)

The fund's historical credit loss experience does not show significantly different loss patterns for different counterparties
and brokers. The provision for credit losses is therefore based on past due status without disaggregating into further risk
profiles. The loss allowance provision is determined as follows:

Expected credit loss rate:

8.

2019

2019

2018

2018

Estimated
gross
carrying
amount at
default
R'000

Loss
allowance
(Life time
ECL)

Estimated
gross
carrying
amount at
default
R'000

Loss
allowance
(Life time
ECL)

R'000

R'000

Trade and other receivables not past due: 0% (2018: 0%)

138
-

-

94
-

-

Total

138

-

94

-

Cash and cash equivalents

Cash and cash equivalents comprise of:
7,538
31

Bank balances
Interest accrued on cash
Total cash and cash equivalents

7,569

1,599
6
1,605

Credit quality of cash at bank and short term deposits, excluding cash on hand
The credit quality of cash at bank and short term deposits, that are neither past due nor impaired can be assessed by
reference to external credit ratings (if available) or historical information about counterparty default rates:
The regulatory ratings reported is the lowest rating assigned by a Rating Agency. (i.e. if more than 1 rating agency rates
an issuer then the most conservative (lowest) rating is selected as the Stanlib rating.
A short-term obligation rated 'F1+' is rated in the highest category. The obligor's capacity to meet its financial
commitments on the obligation is strong. Within this category, certain obligations are designated with a plus sign (+). This
indicates that the obligor's capacity to meet its financial commitments on these obligations is extremely strong. ('F2'
applies the same defination and is lower than 'F1+'). An external equivalent of F1+ is AAA+.
There is no credit risk on cash under custody because the trustees has high credit ratings.
Credit rating
F1+

9.

7,569

1,605

Financial liabilities: at amortised cost
Investment creditors
Accruals for audit fees payable
Accruals for service fee payable

43
136

34
55

Total trade and other payables

179

89

Trade and other payables
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2019
R '000

2018
R '000
Restated*

10. Cash flows from operating activities
Total comprehensive (loss) income for the year
Adjustments for:
Dividend income
Interest received
Distributions
Adjustments for non-cash items:
Fair value gains/(losses) on financial instruments
Changes in working capital:
Trade and other receivables
Net movements in financial assets
Trade and other payables
Cash generated (utilised in) operations
Restated, refer to note 24

(8,237)

(44,763)

(10,057)
(180)
7,946

(7,221)
(42)
5,634

2,505

38,559

3
(125,928)
90

(68)
58,164
(59)

(133,858)

50,204

11. Interest received
Per statement of comprehensive income

180

42

12. Dividends received

Opening balance
Per statement of comprehensive income
Less: Closing balance

26
10,057
(73)

7,221
(26)

Total dividends received

10,010

7,195

7,946

5,634

13. Distributions paid
Distributions per the statement of comprehensive income
14. Creation and cancellation of units
Amount
2019
R '000

Unit Movement

2018
R '000

Class A

137,578

(50,540)

Gross creation of units

220,008

17,355

Gross (cancellation) of units
Income adjustments on
creation and cancellation of
units

(86,658)
(4,228)

(68,067)
(172)

Gross capital creation
(cancellation) of units

133,350

(50,712)

2019
'000
2,887

Units in issue

2018
'000
(905)

2019
'000
4,448

2018
'000
1,561

This note indicates the changes in creation and cancellations of unitholders and the number of units that were issued and
listed on the exchange as at the end of the current period. *restated, refer to note 24.
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15. Unit prices

The following table indicates the fluctuations in the price of the scheme's units during the year under review:
Repurchase price (cents)
2019
Minimum
Class A

2019
Maximum

4,580.46

2019
last price

5,248.24

2018
Minimum

4,622.14

2018
Maximum

4,793.60

2018
last price

6,869.53

4,885.11

16. Income Distributions to unitholders quarterly
Distributions (Cents)

Class A

2019
2018
31 March

2019
2018
30 June

2019
2018
30 September

2019
2018
31 December

113.58

149.75

148.16

148.18

129.52

72.15

126.30

93.72

17. Nature and classification of the Scheme's portfolio

The Stanlib Collective Investment Scheme invests in a wide spread of financial instruments in terms of the unit portfolios'
investment mandate and based on the Collective Investment Schemes Control Act of South Africa.
Nature of portfolios
The nature of the unit portfolios are determined by the trust deed. Unit portfolios are firstly classified in terms of their
geographical location, secondly, by their underlying investments and thirdly by their main investment focus.
Geographically, unit portfolios are classified as follows:
South African - these unit portfolios invest at least 60% of their assets in South African markets,
Ÿ
Global - these unit portfolios invest at least 80% of their assets outside South Africa,
Ÿ
Worldwide - these portfolios have no restrictions; and
Ÿ
Regional - These are portfolios that invest at least 80% of their assets outside South Africa in a specified
Ÿ
geographical region, including Africa, other than South Africa.
In terms of the underlying investments, unit portfolios are classified as equity, interest bearing, real estate and multi asset.
This second tier is further sub-classified into specific sectors of the market.
South African Portfolios:
Equity Portfolios
Equity portfolios are collective investment portfolios that invest predominantly in shares listed on the Johannesburg Stock
Exchange. These portfolios invest a minimum of 80% of the market value of the portfolios in equities at all times and
generally seek maximum capital appreciation as their primary goal. All equity and derivative instruments must conform
100% to the defined investment requirement of each category. However:
a minimum of 80% of the equity portfolio must, at all times, be invested in the JSE Security Exchange South Africa
Ÿ
sector/s as defined by the category, and
a maximum of 20% of the equity portfolio may be invested outside the defined JSE Securities Exchange South Africa
Ÿ
sector/s provided that these investments comply fully with the category definition.
The Stanlib Collective Investment Scheme’s unit portfolio is categorized as follows:
Equity – Large cap portfolios – These portfolios invest at least 80% of the market value of the portfolios in large market
capitalisation shares which have a market capitalisation greater than or equal to the company with the lowest market
capitalisation in the FTSE/JSE SA Listed Property Index (SAPI), or an appropriate foreign index published by an
exchange. 100% of share purchases must be in this investable universe at time of purchase.
Fund
1NVEST SA Property ETF

Geographical
South African

Asset class
Equity
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18. Financial instruments and risk management

Exposure to credit, index, investment, liquidity, market, operational and secondary trading risks arise in the normal course
of investment activities in securities. The scheme’s acceptance of risk is directly attributable to the risks associated with
any investment in equities.
The objectives for managing the risks associated with financial instruments held for investment purposes as well as a brief
description of the relevant risks and methods adopted to mitigate these risks are outlined in more detail below.
The scheme has exposure to the following risks from its use of financial instruments:
Credit risk
Ÿ
Liquidity risk
Ÿ
Market risk
Ÿ
Operational risk
Ÿ
Interest rate risk
Ÿ
The above mentioned risks have been addressed below in more detail.
Credit risk

The Scheme’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 investment and security lending 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 Fitch Rating, Standard and Poor’s and Moody’s Investor Services. This ensures
compliance with the Collective Investment Schemes Control Act of South Africa and the investment mandate.
In terms of the Main Trust deed, the Management Company may engage in securities lending under section 85 of CISCA
subject to the following limits and conditions:
The securities lending must be beneficial to all investors;
Ÿ
The management company may lend or offer to lend securities with value not exceeding 50% of the market value of
Ÿ
securities included in the Scheme;
The securities that may be loaned to one borrower are limited in accordance with the limits determined by the
Ÿ
Registrar for the inclusion of money market instruments in the Scheme;
Collateral security for the securities loaned must have an aggregate value that exceeds the market value of the
Ÿ
securities loaned by not less than five percent at
Cash; or
Ÿ
Other securities; or
Ÿ
A combination of cash and other securities.
Ÿ
Securities may not be loaned for a period of more than 12 months; and
Ÿ
Securities may not be loaned unless subject to a right of recall.
Ÿ
In terms of the securities lending agreements, it is the duty of the Management Company to take delivery of the collateral
assets, any appropriate instruments of transfer or instruments of title in respect of these agreements. Collateral assets
and instruments of transfer or title are held on behalf of, and for the benefit of, the principal as represented by the Stanlib
Collective Investment Scheme.
The Scheme could be exposed to credit risk to the extent that inadequate collateral is held on the underlying assets. If a
borrower fails to perform its obligations, the Scheme may be unable to recover the loaned securities. However, the
Management Company only engages in securities lending with at least A-rated financial institutions.
In terms of CISCA, the Management company may, subject to the requirements of section 85, lend or offer to lend the
assets included in a Scheme within the limits or on the conditions determined by the Scheme's Trust Deed. The Trustee of
the Scheme give authority to the Management Company to lend or offer to lend securities with a value not exceeding 50%
of the market value of all securities included in the Scheme. The Management Company has engaged in securities
lending in respect of the securities held by the Scheme on this basis.
No credit limits were exceeded during the reporting period, and management does not expect any losses from nonperformance by these counterparties.
The maximum credit exposure, comprising of debtors and accrued income, bank balances, deposits and interest bearing
securities amounts to:
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18. Financial instruments and risk management (continued)
`

2019
R'000
7,569
138

Financial instrument

Cash and cash equivalents
Trade and other receivables

2018
R'000
1,605
94

Liquidity risk

Liquidity risk is the risk that the Scheme will not be able to meet its financial obligations towards investors when they fall
due. This is applicable to all unit portfolios, especially as unit holders cancel units on a daily basis.
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. The Fund did not withhold any redemptions or implement any suspension during 2018
and 2017.
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 and current assets 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.
At 31 December 2019

Less than 30
days
R'000

Financial liabilities
Ÿ
Net Assets Attributable to Unitholders

Trade and other payables
Financial assets

Financial assets at fair value through profit or loss

Cash and cash equivalents

Trade and other receivables
At 31 December 2018 Restated*

205,593
179
198,065
7,569
138
Less than 30
days
R'000

Financial liabilities
Ÿ
Net Assets Attributable to Unitholders

Trade and other payables
Financial assets

Financial assets at fair value through profit or loss

Cash and cash equivalents

Trade and other receivables

76,252
89
74,642
1,605
94

Market risk

Market risk exists where significant changes in equity prices will affect the value of the Scheme’s financial instruments.
Certain unit portfolios are exposed to market risk as a result of investing in financial instruments in different sectors in the
economy. The value of the underlying investment fluctuates due to changing economic factors and market expectations.
Management ensures that exposures are in accordance with investment objectives and the trust deed.
The scheme has exposure to the following market risks from its use of financial instruments:
Currency risk
Ÿ
Interest rate risk
Ÿ
Price risk
Ÿ
The above mentioned risks have been addressed below in more detail.
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18. Financial instruments and risk management (continued)
Currency Risk

Currency risk is the risk that the value of a financial instrument will fluctuate due to change in the foreign exchange rates.
Currency risk is not specifically managed. Management ensures that exposures are in accordance with investment
objectives and the trust deed.
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. At 31 December 2019, if
interest rates on Rand-denominated cash and cash equivalents had been 1% higher/lower with all other variables held
constant, pre-tax profit for the year would have been R 25.94 (2018: R 4.6) lower/higher, mainly as a result of higher/lower
interest expense/ income.
Management ensures that exposures are in accordance with investment objectives and the trust deed.
Risks associated with the ETF Scheme

The investment policy of the exchanged traded funds is to track the FTSE/JSE SA Listed Property Index (SAPI) as closely
as possible, by buying only the index securities in the same weightings in which they are included in the Index and selling
only securities which are excluded from the Index from time to time as a result of Quarterly Index Reviews or corporate
actions or which are required to be sold to ensure that the Scheme holds index securities in the same weightings as they
are in the Index. However the Scheme shall also be entitled at its discretion and only on a temporary basis: to employ
such other investment techniques and instruments as will most effectively give effort to the object or investment policies of
the Scheme. The Scheme will not be managed according to traditional methods of analysis and investing judgement. The
scheme does not buy or sell securities for trading purposes or for any purpose other than to track the Index as closely as
possible.
Tracking error is a risk that the fund may deviate away from the linear relationship with the index being tracked or
benchmarked to, this is managed by the closely monitoring of the index and rebalancing the fund in line with the index
and also to certain extent, the manager can rebate certain fees as incurred by the fund.
As a further objective, the securities held by the Scheme shall be managed to generate income for the benefit of the
investors, i.e. income is generated from scrip lending activities which is applied to reduce expenses and the related
tracking error.
The Scheme will be adjusted as determined by the stipulations of the JSE's Index calculation methodology to conform to
changes in the basket of securities comprising the relevant Stanlib Scheme so as to substantially reflect the composition
and weighting of the securities comprising the Index at all times. It is recorded that the Scheme's ability to replicate the
price and yield performance of the FTSE/JSE SA Listed Property Index (SAPI) will be affected by the costs and expenses
incurred by the Scheme. Costs and expenses may result in the Index not being replicated perfectly by the Scheme.
Index risk

There is no assurance that the Index will continue to be calculated and published on the same or similar basis indefinitely.
The Index was created by the JSE as a measure of market performance and not for the purposes of trading Scheme’s
Index securities. The past performance of the Index is not necessarily a guide to its future performance.
The Index may be adjusted from time to time as a result of mergers, re-organisations, schemes of arrangement or other
corporate activity involving constituent companies. Any adjustments to the Index will be implemented as determined from
time to time in terms of the relevant Index stipulations, for example, if a constituent company pays a special dividend.
The adjustments may require the removal of a constituent company from the Index and the substitution thereof with a new
constituent company while at the same time, if necessary, adjusting the base level. The adjustments to the Schemes will
be made in such a way that the Schemes will remain substantially aligned with the Index level at all times.
A 1% increase in the value of the assets will results in a profit of R1,980.65 (2018:R 746.42) and a 1% decrease will result
in a loss of R1,980.65 (2018:R 746.42).
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18. Financial instruments and risk management (continued)
Investment risk
There can be no assurance that the Schemes will achieve its objectives of replicating the price and yield performance of
the indices.
The following factors could impact negatively on the investment performance of the Schemes:
Ÿ
Certain costs and expenses incurred by the Schemes could cause the underlying Portfolios to miss-track against the
indices;
Ÿ
Temporary unavailability of securities in the secondary market or other extraordinary circumstances could cause
deviations from the exact weightings of the indices;
The Schemes could also be exposed to liquidity risk in cases where insufficient liquidity on certain securities is available
to effect the necessary changes in index constituents. The need to employ alternative investment techniques would only
arise in the event of a liquidity problem, for example, it is not possible to acquire certain securities comprising the index
due to there being no sellers of such securities.
Stanlib Index securities are listed instruments, they are bought and sold on the JSE through the JSE member. The
participatory interest can be sold to the Management Company, which is obliged to buy them from the investor.
Market makers will attempt to maintain a high degree of liquidity through continuously offering to buy and sell Stanlib
participatory interests at prices around NAV of the participatory interest, thereby ensuring tight buy and sell spreads.
Under normal circumstances and conditions, the investor will be able to buy or sell Stanlib securities from the market
makers.
Price risk
The fund is exposed to equities 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, the fund diversifies its portfolio. Diversification of the
portfolio is done in accordance with the limits set by the fund.
The fund's investments in equity of other entities that are publicly traded and are included in the following equity index:
FTSE/JSE SA Listed Property Index (SAPI).The table below summarises the impact of increases/decreases of the
indexes 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:
`

Impact on post tax profit in Rand
Financial instrument
FTSE/JSE SA Listed
Property Index (SAPI)

2019
R'000
9,903

2018
R'000
3,732

2017
8,568

Impact on other components of equity in
Rand
2019
2018
2017
R'000
R'000
(9,903)
(3,732)
(8,568)

Post-tax profit for the year would increase/decrease as a result of gains or losses on equity securities classified as at fair
value through profit or loss.
19. Fair value information
Fair value hierarchy of financial assets at fair value through profit or loss and financial assets and liabilities at
amortised cost whose fair value is disclosed
The table below analyses assets and liabilities carried at fair value. The different levels are defined as follows:
Level 1: Quoted unadjusted prices in active markets for identical assets or liabilities that the fund can access at
measurement date.
Level 2: Inputs other than quoted prices included in level 1 that are observable for the asset or liability either directly or
indirectly.
Level 3: Unobservable inputs for the asset or liability.
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19. Fair value information (continued)
The ETF is tracking the FTSE/JSE SA Listed Property Index (SAPI), all underlying securities are valued at quoted
unadjsuted shares prices on the JSE.
Levels of fair value measurements
Level 1
Recurring fair value measurements
Assets
Financial assets at fair value through profit or loss

2019

2018

Listed shares

R'000
198,065

R'000
74,642

Total assets at fair value through profit or loss

198,065

74,642

20. Related parties
Liberty has control of the fund due to holding the majority of the fund's unit in issue.
Holding company
Liberty Holdings Limted
Management company
Stanlib Collective Investments (RF) (Proprietary)
Limited
Related party balances
Amounts included in Trade receivable (Trade Payable) regarding related
parties
Stanlib Collective Investments (RF) (Proprietary) Limited
Net assets attributable to unitholders
Liberty Holdings Limited

2019
R'000
(136)

2018
R'000
(55)

(115,132)

-

Related party transactions
Distribution paid to (received from) related parties
Liberty Holdings Limited
Administration fees paid to (received from) related parties
Stanlib Collective Investments (RF) (Proprietary) Limited

4,449

-

342

287

21. 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.
22. Taxation
Major components of the tax expense
Current

2019
R'000
34

Foreign withholding tax - current period

35

2018
R'000
23
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2019
R '000

2018
R '000

23. Operating segments

Operating segments are reported in a manner consistent with the internal reporting used by the chief operating decision
maker.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. The head of investments’s 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. However, as at 31 December 2019, there was one unitholders who
held 56% of the Fund’s net asset value.
24. Restatements

1. Reclassification of net assets attributable to unit holders from equity to liabilities.
During the year, the Fund restated the classification and presentation of net assets attributable to unit holders. The Fund
issues one class of redeemable units with identical rights and are redeemable at the holder’s option. However, in addition
to the contractual obligation to pay the redemption value, the Fund must make distributions to unit holders, thus such units
should be classified as liabilities.
Management has thus reclassified the net assets attributable to unit holders from equity to liabilities. This has also
changed the presentation of the statement of financial position as now the Fund will not present any line item as equity.
The impact of the restatement is as follows:

2. Reclassification of purchase and sale of financial assets from investing activities to operating activities
Management has re-assessed the classification of certain items in the statement of cashflows as a result of the JSE
proactive monitoring and their focus on the classification of the items. During the year, the purchase and sale of
financial assets have been reclassified and presented as part of operating activities.
The Fund’s principal activity is to invest in financial assets that track a particular index. Thus, purchase and sale of
financial assets is the principal revenue generating activity for the Fund. This change in presentation provides more
reliable and relevant information as it classifies the cashflows in a manner that is more appropriate for the nature of
the business of the Fund.
The impact of the restatement is as follows:
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2019
R '000

2018
R '000

24. Restatements (continued)

3. Reclassification of income adjustment on creation or cancellation of units.
In prior years, management classified the income adjustment on creation or cancellation of units as part of income in the
statement of comprehensive income instead of recognising as part of the creation or redemption of unitholder interests
and disclose within the note of net assets attributable to unit holders.
The reclassification has no impact on the total amount of net assets attributable to unit holders.
This has resulted to a reclassification between net assets attributable to unit holders, statement of comprehensive income
and statement of cash flows line items as indicated in below extracts.

4. Change from net presentation to gross presentation of liability relating to units.
During the year, the presentation of movement of the net assets attributable to unitholders (liability) was changed to show
the gross cash in flows from the creation of units and gross cash outflows from the cancellation of units. This is in
accordance with the requirements of IAS 7 to present gross cash flows from financing activities.
The change has impacted the statement of cash flows and the statement of net assets attributable to unit holders as
indicated below:
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2019
R '000

2018
R '000

25. Events after the reporting period
No events after the reporting period management has to report which have an adjusting effect to the financial statement.
It is however notable that due to Coronavirus (Covid-19) Outbreak, the financial market has shown high volatility in stock
prices globally and locally and the stock market indexes responded accordingly.
Assets under management:
1NVEST SA Property ETF Assets Under Management (AUM) is a direct function of the market moves and clients’
investments and disinvestments.
The ETF products do not have any debt on their balance sheet, since they are not permitted to be leveraged, so
accordingly the liability which is the net assets attributable to investors also matches the drop in AUM i.e. 25% to date.
At this stage it is impossible to forecast where the market will end at the end of the year, but the liabilities will always
increase or decrease in line with the assets, which means a situation where liabilities exceed assets cannot possibly
occur.
Management has not seen any significant outflows since COVID-19 emerged; on aggregate, the products have had net
inflows.
All investors in the ETF products can at any stage redeem their investments since assets match liabilities and only the
seed capital of R1million can be left in a Fund. The Fund can still continue as a going concern with seed capital only.
The 1NVEST SA Property ETF is invested in liquid and listed assets only. The JSE, the Manager and other external Asset
Managers (deemed essential services) remain open for business despite the pandemic.
Impact operationally of the ETF
The team assigned to managing the ETFs and administer them, are fully set-up to work remotely for a prolonged period of
time.
Management also have contingency plans for any IT/BC issues that might arise.
At the moment Management sees no risk to individual ETFs or the business, and are actively monitoring and managing
any risks.
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Total Expense Ratios (TERs)

A

2019

2018

0.30

0.28

40
The supplementary information presented does not form part of the annual financial statements and is unaudited

