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The Small Enterprise Foundation, SEF, is a not-for-profit, non-govermment
organisation which is dedicated to working to end the joint problem of
poverty and unemployment. The organisation was registered in July 1891 and
disbursed its first loans in January 19%2. The fellowing is a summary of
performance to date

Micro-Loan TShomiSano
Programme Credit
Programme
Inception date : Jan 1992 Jan 15%6
Loans Disbursed Since Inception : 7,646,800 13,500
Average Loan since inception : €60 339
Current average locan size : B26 339
No. of Leoans Disbursed since Inception: 11,580 40
Number of Enterprises currently assisted 2,427 40
Cumulative Defaults since Inception : 623 nil
Delinguency (% of current poertfolio with
arrears) : 0.0% nil
Re-Scheduled Leoans (Due to Illness) 1,605 nil
Death Write-0Offes (Since Inception) : 12,664 nil
Outstanding Balances con Loan Accounts : 1,372,433 11,779
Total Savings as Held by Groups : 607,663 1,804
Number of Jobs Currently Supported : 5,684 . S4
Since Inception - Job Positions supported : 27,727 G4
Numbker of clients per loan officer : 202 14
Number of staff for both programmes :
- full time : 33
- trainees : 17



Background

In all societies when people are faced with poverty and unemployment many
will turn to some small income generating project in order to earn income
for the family. SEF recognises that a lack of financial rescurces is the
main constraint which inhibits the poor and the unemployed from successfully
engaging in such activities or that it 1is this same constraint which
inhibits the ongecing survival or growth of their enterprises.

To this end SEF provides micro-credit to those engaged in micro-enterprise
activity and to the poor who have the desire to develop an income generating

activity.

The organisation uses a group based methodolegy, based on that of the

Grameen Bank of Bangladesh. Loanees form groups consisting of five
individuals, all of whom have their own separate micro-enterprises. Credit
is then extended to the individuals through the group. Each member

quarantees the repayment of all lcans made to the group.

After initial training in preparation for participation in the programme

groups are introduced to a Centre which comprises several groups. If
accepted the group affiliates tco the Centre. A1l Centres meet every two
weeksg. The Centre meeting is the venue for loan approvals, disbursements,

lecan repayments, contributions to group savings and discussion of problems
being encountered by groups and members.

First time borrowers are restricted to loans not exceeding R300. These are
repaid over 10 fortnights. Second loans may be up tco R700 and are repaid
over 20 fortnights. Subsequent loan maximums are R1000, R1200, R1400 etc.

From the third loan onwards borrowers may choose between a 20 fortnight
repayment period or an 11 month repayment period. There is no upper limit
to the loan size to which berrowers may graduate but as the steps are
relatively small and the repayment period for each loan runs over some 8 Lo
10 months the largest loan sizes increase relatively slowly.

Interest is charged at a flat rate and is calculated at R1 per fortnight for
each R100 borrowed.

TEhomiSano - a programme for the poor

From its inception SEF was founded in order, firstly, to address the problem
of poverty, tc help those living below the poverty line to cross that line,
and, secondly, to alleviate unemployment. During 1994 it was realised that
cnly some 30% to 40% of SEF's clients were among the poorest of the region.
During the current financial year SEF launched a second credit programme,
T8homigano (work together). The TZhomiZano Project is a specific poverty
alleviation programme and exclusively targets the poor, in this case those
whose income is in the bottom 30% of this region {arcund R100 per person per
month as opposed to the poverty line of gome R180).



As TZhomiZano targets the poor it applies a poverty test to screen the poor
from the non-poor (or not as severely poor). This was found to be
practically necessary as in SEF's original programme it was found that the
presence of the non-poor actually prevents the entry of the poor into the
programme. This is due to several factors. Firstly, more work is needed to
motivate and encourage the poor to make use of the credit which is on offer.
As this is not really needed with the non-poor they tend to "jump ahead of
the cueue" if allowed equal access to loan facilities, In its original
programme SEF also found that the poor in an area weould see that the
programme served those who were better off than themselves and then believed
that the programme was not for them. Furthermore the needs, aspirations and
the daily difficulties faced by the poor are different from those who have
other sources of income, who are financially more secure.

With the T3homiSano Project SEF also hopes to reach a far greater density of
clients than is the case with the present programme, In general there are
far greater numbers of very poor in any village than there are established
micro-entrepreneurs. It is hoped to build up portfolios of as much as four
Oor even six times as many clients in a village than has been posgsible in the
current programme. This will have a strong positive impact on self-
sustainability due to staff being able to utilise their time more
productively and due to the higher levels of loan supervision which will be
possible.

TShomiSano began initial ground work in one wvillage in August 1995 and
disbursed its first locans in December 1995. The programme has now been
extended to five wvillages. Thus far there are 54 members of whom 40 have
received locans. A total of R 13,500 has been disbursed. To date there have
been no arrears.

It is anticipated that over time the majority of SEF's resources will be
channelled into this programme,

Delinquency

Since inception SEF has only had to write-cff two loans at a value of R 623.
Currently only one loan 1is in arrears (arrears being defined as an
instalment not pald on the scheduled instalment day). This excepticnal
performance is attributable to many factors including rigorous credit
management, highly dedicated staff, excellent group formation and training
and akove all else that SEF's clients keep their commitment to assist one
another in times of difficulty and to accept the responsibility of paying
for any member who may fall into arrears.

Growth

Bad debts and arrears are, therefore, not an area of concern for this
organisation. A much more pressing issue has been that of growth.

While the level of monthly disbursements has remained satisfactory the
actual increase in the number of active clients has been disappointing.
Considering the graph below of active members we see that there was good
growth from inception to the end of 1993 but this was then followed by a
pericd of wvery slow growth up to September 1995, The growth since then has
been encouraging.
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Considering again the graph below of quarterly numbers of loans disbursed it
is seen that the level of lending activity has not declined, in fact is has
been increasing.
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The reascn for the slow growth: is that SEF has been experiencing a high
"drop-out" rate amongst members. When members complete a loan a certain
percentage of them do net return for further loans, they leave the
programme. When it was first detected the drop-out rate was in the region
of 4%5% to 55%. Since then the crganisation has focused a great deal of its
efforts into trying to resolve this matter. In fact further expansion in
terms of training and deployving new staff into new geographical areas was
completely curtailed while the organisation fought with this issue. To have
gecgraphically expanded at that stage would have led to an "artificial"®
perception that the programme was healthy and expanding whereas in reality
it would have simply been spreading a "defective" product.

The major reasons for the drop-outs were identified as

a. weak group formation
b. poor loan utilisation
c. weak loan supervision

By the end of this financial vyear SEF had revised all policies and
procedures, re-trained staff and won client acceptance for methodology
changes to address all of the above.

Weak group formation meant that groups were not formed well enough to ensure
that members assisted each other in times of trouble nor could they, cften,
amicably resoclve differences. In many instances this led to some members
carrying the burden of repaving the loans of others. This factor has been
resclved through a better understanding of what constitutes geod group
formation and in being more discerning when applicants select group members.

Loan Utilisation

The implications of poor loan utilisation and weak lcan supervision are that
many clients do not apply the full amcunt of their loans to their business
activities or subsequently redirect profits (and sometimes capital} from the
business for household needs, or simply for consumption.

This frequently leads tec a decline in the business and in income to the
family. In addition the member is then faced with having to make locan
repayments and may often have to borrow from other family members to do so.
This painful experience would cause many tc leave the programme.

The argument has often been made that at this level of business activity

money is fungible. It appears that this may be too simplistic a wview and
that people will often make purchases that they would not otherwise have
made if they had had to save over time for the same item. (Surely this is

not too far from the manner in which Americans are famous for running credit
cards to the limit, mainly because they buy things that are nice and not
because they can really afford them.)

Learning from the Grameen Rank and from Associate Professor Sukor Kasim's
work in Malaysia and the Philippines the organisation introduced a system of
loan utilisation c¢hecking and ongoing loan supervision. Intengive staff
training in this took place during the past six months and workshops were



held with all Centre leadership to see if all members would accept these new
principles. It is very pleasing to report that in May 1996, with only one
or two exceptions, SEF's Centres fully adopted the principles of lean
utilisation checking and ongoing loan supervision.

Loan utilisation means that before a loan is to be disbursed the Field
Worker works wvery c¢losely with the group to determine what each person plans
to use the loan for and how much is really required. This must then be
approved by the group as a whole and their Centre.

Once the group has received its loans then each member asks her other group
members to verify the correct utilisation of the loan. The Group leader
asks the Centre Chairperson to verify the use of the loans and she in turn
invites the Field Worker to see the loan utilisation.

Loan Supervision

Loan supervision is a highly decentralised process to ensure that throughout
the life of the loan members concentrate on improving their businesses.
Each week the Group leader checks the business of one member of her group to
ensure that all is geoing well. Where necessary she provides support and
advice. The Centre Chairperson checks the business of one of her Group
leaders each week and each week the Field Worker checks the business of cne
of her Centre Chairperson's.

Loan sgizes

With the introduction of loan utilisation and lecan supervision SEF has also
now been able to review the maximum loan sizes for each lcan stage, see the
table below. In each case the amounts shown are the maximum for that lecan
stage. With effective loan utilisation procedures both the group and the
Field Worker will only approve the actual amount needed by an applicant,
subject to these maximums.



We are very hopeful that these new loan sizes, together with effective loan
utilisation checking and lean supervision, will enable members to
substantially grow their businesses and family income. At the same time this
will also result in a higher average loan size across the programme and this
will be important for SEF's long-term self-sustainability.

First Second Third Fourth Fifth Sixth Seventh
Loan Loan Loan Loan Loan Leoan Loan
Prior loan R 3C0 R 7CC R 1000 R 1200 R 1400 R 1600 R 1800C
maximums
New loan R 400 E 700 R 1CC0 R 1500 R 2000 R 2500 R 3000
maximums
Expansgion

Following on the sound initial results of the T&homiZano Project and the
successful introduction of loan utilisation the organisation has now
embarked on a programme to expand its operations. Over the next five vyears
SEF will grow by slightly more than 50% per annum to reach a size where it
igs actively servicing 21,000 clients.

If over the next few years it is seen that a higher rate of growth can ke
attained, without jeopardising the quality of that growth, then these
targets will be adjusted upwards. The figure of 21,000 clients ig by =no
means the limit to which SEF sees itself growing.

The first step in this expansion has been taken with the recruitment of 17
trainees for field staff positions. considering that SEF currently has 21
Field Workers and Co-ordinators it will be seen that this is a significant
step towards real expansion.

staffing

By the end of the financial year SEF had a ataff of 32, split equally
between women and merl. 0f these 7 are located at the Head 0Office, 4 at the
zonal Office (from where the original micro-enterprise operation is managed)
and the remainder in 6 field Branch Offices. Zonal office staffing will not
need to be increased until the number of active members is at least double
what it is at present.

In order to prepare for the significant expansion of the programme it is
envisaged that Head Office staffing may well need to be strengthened by the
addition of a Human Resource Development manager, & Statistician and an
additional Internal Auditor.



In July 1985 SEF's non-management staff formally elected a Worker's
Representative Committee (WRC) to represent staff in matters such as
salary/benefits negotiations and in other matters of concern to the staff.
During the financial year the WRC and management worked on an agreement to
formally recognise the WRC and to put in place acceptable disciplinary,
grievance and retrenchment procedures. AL the time of writing only one item
remained to be resolved before these agreements could be formally adopted by
both parties.

T wigh here to recognise the very responsible manner in which the WRC has
conducted its responsibilities and to thank them for their work.

Recruitment of Field Staff

one of the most important factors for the success of a micro-credit
programme which reaches thousands of clients is its ability teo select and
train field staff who are sufficiently skilled and above all else highly
dedicated to thisg mission. In the light of this the selection and training
process 18 constantly being reviewed.

prior toc this financial year recruitment criteria placed no emphasis on
education but rather looked for people with maturity who displayed
commitment to this work. During this year it was decided to experiment with
a new approach, an approach which is paradexically followed by most of the
world's major credit programmes. Recruitment criteria then identified young
people, less than 27 years of age, with a minimum of one year of higher
education after standard 10 {the 12th year of schooling) .

The initial respomnse GO this approach furthex led the organisation to
pelieve that it could attract young graduates for Co-ordinator positions ie.
as supervisors of loan officers.

Again with assistance from BAssociate Professor sukor Kasim a rigorous
recruitment methodolcgy was adopted. This methodology places the burden on
the applicant to prove her/his ability and enthusiasm for this work.

The new approaches were used for field staff recruitment in September 1985
and May 1996. The results are very encouraging. This change to higher
educated, very enpthusiastic staff will change the character of SEF over the
next few years.

gtaff Training

Field staff are trained over a period of six months. The training is almost
exclusively practical in nature with trainees given a large number of
assignments which they must carry out in the field. An example may be:
vTdentify a strongly performing and a weakly performing group and study the
group formation in each case."

This critical activity is also being constantly reviewed and new approaches
experimented with. Each new version of the training is not so much an
overhauling of the previous version but rather a honing for greater
effectiveness.



Funding

SEF's major sources of funding have been a grant agreement with USAID and a
loan facility with the Development Bank of Southern Africa {in conjunction
with the Independent Development Trust). The organisation also has a line
of credit of R60,000 with Ned Enterprise, a division of NedBank, at
commercial rates.

In April 1996 the four year grant agreement with USAID came to an end, with
all funds being drawn down. The relationship with USAID has been a good
one. We recognise that USAID alsc assisted the organisation towards a more
formal and structured apprcach which has been wvery beneficial. In addition
it was SEF found that many USAID personnel took a personal interest in our
struggle and often provided encouragement, advice and ideas. The directors
wish to record their sincere gratitude to USAID for this support and for
their ongoing enthusiasm for our work.

During the year SEF also received grant funding from the Southern Life
Foundation and Coca Cola SA ({Pty) Ltd. We thank them for this support.

At this point S8EF's funding position is healthy, mainly due to the way the

grant agreement with USAID was structured. Funding for locan capital was
linked to SEF's performance in terms of loan interest earnings and loan
recovery performance. As SEF has experienced almost no arrears since

inception the organisation was rewarded for this by being able to draw down
funds for loan capital at a significantly faster rate than was originally
budgeted.

From the early days of the programme SEF has received grants from USAID to

cover a portion of operating expenses. As the USAID grant period has now
come to an end the organisation will no longer be receiving cutside funding
for such expenses. SEF will instead rely on internally generated income to

cover on-going operational expenses.



Self-Suastainability

The following table presents the changes in the organisations performance in
terms of self-sustainability ratios:

Year to Year to Year to Year to
June 1593 | June 1994 June 1985 June 1996

i 114
Loan interest income as a 53.3% 62.8% 47 .7% n/a
% of operating expenses

: inabili ;
Cogts
Loan interest income as a 40.1% 48 .8B% 38.7% 31.8%

% of cperational and head
office expenses

Imput Intere
Sustainability

Loan interest as a % of
all non-development 35.2% 43.1% 33.8B% 28%
cogste, including interest
on loan capital charged @
market rates

Note : Due to a change in allocation of expenses the 1996 figure for
Operating Self-sustainability is no longer comparable with that for previous
Vears.

The deterioration in self-sustainability figures is a consequence of SEF's
gearing up for expansion as well as adjustments in salary levels.

The gearing up refers tce increases in Head Office staffing - to reach a
"critical mass" of staff which 1s needed to launch the programme on
expangion - as well as the setting up of Branch and Zconal offices,

purchasing additional furniture and equipment as well as recruiting and
training additional field staff.

Whereas all employees had always been renumerated at considerably below
market rates it was realised during the past year that this was ot
sustainable, salaries would have to be brought more in line with market
rates. As a conseguence salary levels were increased by an average of 14%.
It may be noted, however, that the rates paid by the organisation are still
well below market rates, especially as all employees have committed to work
for 15% 1less than market rates as a confirmation of our commitment to
alleviating poverty.
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Notwithstanding this 15% sacrifice it appears as if remuneration rates are
still toc far below acceptable market levels and are again being reviewed.

It may be noted that three out of SEF's ocriginal four branches generated
sufficient income from loans during thisg financial year to cover all direct
operating expenses (ie. excluding indirect overheads and cost of capital).

Income and Expenditure

Internally generated income, from loan interest earnings as well as
investments, rose by 61% from R 0.98 million to R1,57 million. This was
mainly due to the increase in investment interest income. As SEF moves more
loan capital out of investments into loans the figure for internally
generated income will improve even further.

At the beginning of this financial year SEF introduced a complete budgeting
system. This had the result of focusing all staff on performance and
expenditure as compared to budget, a process which saw the organisation
becoming even more focused on performance and efficiency. We are pleased to
report that whereas budgeted expenditure for the year stood at R1,59
million, actual expenditure was R1l,44 million.

The coming financial year will see further improvements in the budgeting
precess and in management against targets set.

I am alsc pleased to report that SEF's Financial Manager, Mr Shaun Cock, and
his team have been able to reach a standard where financial accounts are
available 15 days after the close of the month, an impressive achievement
and I thank them for this.

Job Creation and Lending Statistics

Since the inception of the programme some 18,094 full and part time job
positions have been supported. In addition to this a further 9,727
opportunities for pensioners and gcholars have also been supported.

The statistical breakdown of lecans advanced since inception and for the
current active portfolic is presented by gender, age, type of activities and
other statistical data in the tables on pages 13 and 14.

It may be noted that

al at present 96% of all loans are supporting women controlled businesses

bj) manufacturing makes up 19% of all loans whereas activities such as
entertainment, catering and service businesses make up a further 8%.
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Directorship

Ms Marié Kirsten was appointed to SEF's board of directors at the beginning
of April 1996. Ms Kirsten is the Co-ordinator for the Business and
Entrepreneurial Policy Precgramme within the Development Bank of Southern
Africa. In 1995 she was seconded to the Ministry of Trade and Industry to
co-ordinate the establishment of Ntsika Enterprise Promotion Agency and
Khula Enterprise Finance Ltd. We thank her for her long-time support of
this organisation and for now being prepared to volunteer to give of her
time to assist in guiding us towards the achievement of our mission.

A note of Gratitude

During the year SEF was supported in word and deed by a great many people.
On behalf of the Becard and SEF's members I would like to thank all of them
for their encouragement and advice. In particular I would like to mention
Barbara Calvin of Calmeadow, Asscciate Profesgor Sukoer Kagim and the student
volunteers who worked with SEF during this year - Jan Gottschalk, Steffi
Feilke, Denise Kdppen and Markus Bisanz from Germany and Mary Yang from the
United States. All at SEF really felt that these individuals put their
hearts and souls into their work with us and we have benefited greatly from
what they have done with us.

Lastly, on behalf of the directors I would like to thank all of SEF's staff
for their untiring hard work and commitment. There can be little doubt that
the work which all are called upon to perform is very difficult both in
terms of strenuous working conditions and in terms of the great variety of
challenges which staff have to deal with on an almost daily basis. This
situation was made no easier by the fact that this has been a year of great
change and challenge for SEF, factors which have made the working conditions
even more strenucus.

The fact that SEF still has an almcst perfect loan recovery record is
testimony to the dedication of all staff in the performance of their
responsibilities.

I thank all staff for being prepared to sacrifice not only the 15% of their
income, but also long hours and their energy towards the fight against
poverty and unemployment.

John de Wit
Managing Director
16 July 1996
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THE SMALL ENTERPRISE FOUNDATION
DISPURSEMENT OF LOANS - ACTIVE PORTFOLIO ONLY - AS AT 30 JUNE 1996
BRANCH GENDER AGE ACTIVE IN YEARS IN BUSINESS PEOPLE EMPLOYED
MICRO-ENTER BY BUSINESS
FULL PART FULL PART OTHER
M F <30 30-60 >60 TIME TIME <=3 3<P<10 >=10 TIME TIME
Micro-loan
programme
branches :
Letsitele 29 683 24 578 110 712 0 93 - 299 320 712 432 597
Molototsi 24 417 33 3a7 21 441 a 59 196 186 442 210 530
Phalaborwa 21 504 47 540 28 615 0 73 315 227 617 249 410
Tlatja 16 643 47 571 41 659 0 95 279 285 663 251 571
Tshomisano
Branches:
Sekgosese 0 15 2 12 1 15 o 7 5 3 15 3 17
Trichardtsdal 0 389 1 27 1 39 0 21 12 6 39 20 0
TOTALS 90 2331 164 2115 202 24381 Q 348 1106 1027 2438 1165 2125
% OF CATEGORY 4% 296% 7% 85% 8% 100% 0% 14% 45% 4% 43% 20% 7%
Total Number of Loans : 2,481
Number of Job Opportunities : 5,778
Job Opportunities per Loan : 23
DETAILED LIST OF ACTIVITYWISE DISBURSEMENT OF LOANS - ACTIVE LOANS ONLY - AS AT 30 JUNE 1996
BRANCH HAWKING RETAIL SERVICE MANUFACTURE  ENTERTAINMENT CATERING OTHER
NO AMOUNT NO AMOUNT NOC AMOUNT NO AMOUNT NO AMOUNT NO AMOUNT NO  AMOUNT
Micro-loan
programmea
branches :
Letsitele 302 262000 226 168800 4 2500 122 98200 34 27600 11 8000 13 12200
Molototsi 193 149300 172 148300 3 2800 52 40900 15 9400 4 2700 2 1600
Phalaborwa 321 292500 135 111400 7 5800 102 87000 27 20500 21 16700 2 1100
Tlatja 2B3 237400 135 104200 3 2600 169 136700 47 37600 10 6200 12 11600
Tshomisano
\Branches:
Sekgosese 5 19C0 3 1000 0 0 7 2200 0 1] 0 1] 0 o]
Trichardtsdal 19 5300 6 2100 0 Q 8 3100 0 1] 4 800 2 700
TOTALS 1123 949000 677 533800 17 13700 460 368100 123 95100 50 34400 3 27200
% OF CATEGORY 45% 47% 27% 26% 1% 1% 19% 18% 5% 5% 2% 2% 1% 1%
Hawking+Retail: 73% Entertainment : 5%
Manufacture: 19% Catering : 2%
Service 1% Other 1%
Total Loans : R 2,021,300




THE SMALL ENTERPRISE FOUNDATION
DISBURSEMENT OF LOANS - SINCE INCEPTION TO 30 JUNE 1996

BRANCH GENDER AGE ACTIVEIN YEARS IN BUSINESS PEOPLE EMPLOYED
MICRO-ENTER BY BUSINESS
FULL PART FULL PART OTHER
M F <30 30-60 >60 TIME TIME <=3 3<P<10 >=1) TIME TIME
Micro-loan
programme
branches :
Letsitele 217 3634 264 3064 523 3849 2 320 1413 1618 3864 2513 2977
Molototsi 146 1622 213 1475 80 1765 3 458 781 529 1770 804 2005
Phalaborwa 109 2583 311 2282 99 2669 23 645 1181 866 2710 1985 2019
Tiatja 126 3143 325 2757 187 3250 19 731 1433 1105 3329 1042 2709
[Tshomisano
Branches:
Sekgosese 0 15 2 12 1 15 0 7 5 3 15 3 17
Trichardtsdal 0 39 11 27 1 39 0 21 12 6 39 20 0
TOTALS 5598 11036 1126 9617 891 11587 47 2682 4825 4127, 11727 6367 9727
% OF CATEGORY 5% 95% | 10% 83% 8% 100% 0% 23% 41% 35% 42% 23% 35%
Taotal Number of Loans : 11,634
Number of Job Opportunities : 27,821
Job Opportunities per l.oan ; 24
DETAILED LIST OF ACTIVITYWISE DISBURSEMENT OF LOANS - SINCE INCEPTION TO 30 JUNE 1996
BRANCH HAWKING RETAIL SERVICE MANUFACTURE ENTERTAINMENT CATERING OTHER
NO AMOUNT NO AMOUNT NO AMOUNT NO AMOUNT NO AMOUNT NO AMOUNT NO AMOUNT
Micro-loan
programme
branches :
Letsitele 1828 1324000 853 603900 33 16800 735 464400 170 112600 57 34300 75 53300
Molototsi 754 454700 627 391500 13 6200 229 128100 106 54400 12 5200 27 14400
Phalaborwa 1536 1104500 535 348400 31 18900 461 321700 71 46700 52 32300 8 2500
Tlatja 1689 1094600 53¢ 343400 23 14800 712 470700 184 111900 62 36000 50 36500
Tshomisano
Branches:
Sekgosese 5 1900 3 1000 o] 0 7 2200 0 0 0 0 0 i
Trichardtsdal 19 5800 & 2100 0 0 8 3100 0 0 4 800 2 700
TOTALS 5341 3985600 2563 1680300 100 56800 2152 1390200 531 325600 187 108600 160 107400
% OF CATEGORY | 51% 52% 22% 22% 1% % 18% 18% 5% 4% 2% 1% 1% 1%
Hawking+Retail: 73% Entertainment : 5%
Manufacture: 18% Catering : 2%
Service : 1% OCther : 1%

Total Leans : R 7,664,500
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QUALTIFIED REPCRT OF THE INDEPENDENT AUDITORS

(An association incorporated under

secticn 21 of the companies Act)

TO THE MEMEER OF THE SMALL ENTERPRISE FOUNDATION

We have audited the annual financial statements set out on pages 2 to 13.
These annual financial statements are the responsibility of the directors.
Our responsibility i1s to report on these annual financial statements.

We conducted our audit in accordance with generally accepted auditing

standards. These standards require that we plan and perform the audit te
obtain reasonable assurance that, in all material respects, fair presentation
is achieved in the annual financial statements. An audit includes an

evaluation of the appropriateness of the accounting policies, an examination,
on a test basis, of evidence supporting the amounts and disclosures included
in the annual financial statements, an assessment of the reasonableness of
significant estimates and a consideration of the appropriatensss of the
overall financial statement presentation. We consider that our audit
procedures were appropriate in the circumstances te express our opinicn
presented below.

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

Except for the effects of any adjustments which might have been necessary had
it been possible for us to extend our examination of cash collections from
donations, in our opinion these annual financial statements fairly present the
financial position of the company at 30 June 1996 and the results of its
operations and cash flow information for the year then ended in conformity
with generally accepted accounting practice, and in the manner required by the
Companies Act

26 July 1998

anm'ru“nh Executive Partners/Uitvoerende Vennote: MJ Shaw Chigf Executive/Hoof Uitvoerend
L Hyne Deputy Chief Executive/Adjunk Hoof Uitvoerend
Tnhmats“ PL Wilmot Chairman of the Board/Voorsitter van die Raad
Im"aﬁnnal Resident Partners/Plaaslike Vennote: TJ Fearmhead Partner in Charge/Vennoot i Beheer
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THE SMALL ENTERPRISE FOUNDATION
(An assoclation incorporated under
section 21 of the companies Act)
DIRECTORS REPORT

30 June 19596

BUSINESS REVIEW

The principal business of the company is to motivate the poor to take up
income generating activities and then to provide them and micro-entrepreneurs
credit to enable them to realise their potential and thereby generate income
and employment,

SEF, has since inception, granted 11 620 loans to the value of R7 650 300.
The loans generated 27 821 job opportunities, being 2,4 job opportunities per
loan.

Primary sources of income are interest earned on loans and investments.

There has been no significant change in the activities, nature or policy
relating to the use of fixed assets during the year under review.

OPERATING RESULTS

The main sources of income of the company are as follows:

15986 % 1895 %

R R
Loan interest earned 430 489 25 377 548 34
Interest on investments 1l 266 386 75 718 160 66
1 696 885 160 1 085 708 100

GENERAL CAPITAL RESERVE

The general capital reserve comprises grants designated by donors as loan
capital.

DEVELOPMENT RESERVE

The development reserve comprises USAID grants designated for financial
structure support.

The Foundation had a contract with the USAID in respect of which R7 708 942
was be awarded to the Foundation over the life of the four year contract. In
April 1996 the four year grant agreement with USAID came to an end and the
US dollar amount of the grant has now been fully drawn down.

1996 1995
R R
USAID Grant No. £74-0303-G-85-2033-06
Taken to account in this period {1 152 325) ({3 319 579)
Credit Administration infrastructure support 871 508 1 012 728
Financial structure support - 280 819 2 306 851
Grant owing at end of period Nil Nili




