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CORPORATE VISION,
MISSION AND VALUES
CORPORATE VISION
To be the center of excellence in deposit protection.

MISSION STATEMENT
To protect deposits, enhance public confidence and stability in the financial system by promoting sound business practices.

OUR VALUES
To achieve the above, the Deposit Protection Corporation is guided by the following core values.

•

Accountability - We take full ownership and responsibility for our actions. We adhere to sound corporate governance
principles and are disciplined in thought and conduct.

•

Fairness - We fairly implement our mandates and treat all our stakeholders with equity. We create a level playing field
that allows every stakeholder to contribute to economic development.

•

Teaming - We are cooperative. We are open to different views and we value diversity. We listen and share ideas. We
recognize and work with partners to accomplish our goals. We continually raise our interpersonal skills and positively
interact to deliver breakthrough results. We value and engage our stakeholders and publics.

•

Integrity - We hold ourselves up to the highest ethical and professional standards. We conduct ourselves in a transparent,
ethical manner. We are honest and serve with diligence and commitment.

•

Excellence - We are exemplary and model the way in our business. We exceed expectations. We are committed and
always give our best. We develop a reputation for excellence in all we do.

•

Transparency – We hold ourselves to the highest level of openness in whatever we do, and will disseminate all
information necessary to enable our stakeholders to make informed decisions in their dealings with us.
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CHAIRMAN’s STATEMENT

Dr. G. Gono
Chairman

It gives me great pleasure to present the ninth
Annual Report and Statement of Accounts of
the Deposit Protection Corporation (DPC) for
the twelve months to 31 December 2012, the
highlights of which are summarised below. The
rest of the the report will highlight major activities
of the Board during the review period.

MAJOR HIGHLIGHTS FOR THE AUDITED
FINANCIAL STATEMENTS
for the 12 months ended 31 December 2012

Total income
Provision for protection payments
Cost to income ratio
Surplus for the period

2012
USD$

2011
USD$

2,552,423

2,429,283

499,287

-

99%

65%

26,178

845,925

The DPC is a statutory body which derives
Total assets
2,995,584
2,060,153
its mandate from the Deposit Protection Act
[Chapter 24:29] enacted in March 2012. The
Accumulated Surplus
1,887,883
1,861,705
Corporation was until the enactment on the new
Act previously known as the Deposit Protection
Board (DPB) and started operations on 1 July
The financial performance of the DPC was adversely affected
2003. It was previously governed by Section XII
by an almost static growth in premium income owing to a cap
of the Banking Act [Chapter 24:20] as well as the Banking
on premium levels that has been in place since 2009. The
(Deposit Protection) Regulations Statutory Instrument 29 of
Corporation had to make a provision of protection payments
2003. Its main purpose is to build depositor confidence and
after Royal Bank was placed under liquidation. The surplus for
foster stability in the country’s banking industry, a function
the year was US$$26 178 compared to US$845 925 that was
which complements efforts by the Reserve Bank of Zimbabwe
achieved in previous year
and the Ministry of Finance.
The banking sector remained generally sound, notwithstanding
the voluntary surrender of licenses by two banking institutions
namely Genesis Bank and Royal Bank who failed to meet the
required minimum regulatory capital levels. Interfin Merchant
Bank was placed under curatorship for an initial period of six
months which was extended to 9 June 2013 and subsequently
to 31 December 2014.
The sector continues to be negatively affected by the absence
of lender of last resort and vibrant interbank market which has
exacerbated liquidity challenges. Loans and advances remain
short term in nature catering for working capital against the
much needed capital investment. Banking sector deposits
increased by 30.7% from US$3.4 billion as at December 2011
to US$4.4 billion as at December 2012 and these were largely
short term and transitory in nature and concentrated in a few
large banks.

There were no changes to the Board of Directors of the DPC
during the review period.
Finally, let me take this opportunity to commend the Board
of Directors, management and staff of the DPC for their
loyalty and dedication to duty without which the achievements
recorded during the period under review would not have been
possible. I wish them success in their endeavours to meet
their goals during the coming year.

Dr. G. Gono
CHAIRMAN
The economic environment in 2012 was very difficult due to
persistent liquid challenges, low industrial capacity utilization,
electricity supply constraints and declining commodity prices
on the international market.
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CHIEF EXECUTIVE
OFFICER’s FOREWORD
The banking sector was faced with
mounting non-performing loans and
liquidity challenges. The two banks namely
Genesis Bank and Royal Bank had to
voluntarily surrender their banking licenses
after failing to meet the required minimum
regulatory capital levels. Interfin Merchant
Bank was placed under curatorship
and this has since been extended to 31
December 2014. Barbican Bank failed to
commence operations and its license has
since been cancelled.

At the end of the year, the accumulated
surplus stood at US$1, 9 million after
making a provision of US$0, 5 million for
protection payments. The financial position
of the coming year will be far much better.

Mr. J. M. Chikura

While the maximum cap on premiums
paid by banks remained at US$30 000 per
bank, the 2013 National Budget provided for the removal of
the cap with effect from 1 January 2013 and the increase of
the cover level from US$150 to US$1 500 effective on the
same date. The National budget also provided for a special
premium levy to be collected from all banks in 2013 amounting
to US$17.6 million. The money will go towards recapitalising
the institution.
An important development in 2012 was the promulgation of
the Deposit Protection Corporation Act [Chapter 24.29]. The
New Act has expanded the mandate of the DPC to include:
enhancing financial stability and public confidence by
establishing a framework for the resolution of failing banks or
failed banks; acting as a receiver/liquidator of a failed deposit
taking institution; participating in avoiding and or resolving a
financial crisis and assisting in the formulation of fiscal and
monetary policies.

“
8

I wish to attribute the success of the
DPC achieved during the review period
to the continued support we received
from all stakeholders involved notably,
Government, the Reserve Bank of
Zimbabwe,
contributory
institutions,
depositors at large and the International
Association of Deposit Insurers (IADI).
I also want to thank the DPC staff,
management and the Board of Directors for a sterling job in
keeping the organization on track towards the achievement of
its objectives.

John M. Chikura
CHIEF EXECUTIVE OFFICER

At the end of the year, the accumulated
surplus stood at US$1,9 million after
making a provision of US$0,5 million
for protection payments. The financial
position of the coming year will be far
much better.
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“

BUSINESS OPERATIONS
1.0 Macroeconomic environment
1.1 Operating Environment
Commendable economic success registered in 2011 was very difficult to maintain in 2012 partly due to persistent liquidity
challenges, low capacity utilisation, high interest rates and bank charges, limited foreign cash portfolio investments
and foreign direct investments, electricity supply constraints, fiscal revenue underperformance, inadequate foreign
currency generating capacity and increasing non-performing loans. The global economic slowdown especially in
developed countries negatively affected commodity prices and demand for minerals.
The country’s continued reliance on imports against corresponding low export receipts resulted in a current account
deficit of US$3.6 billion. The debt overhang compounded the country’s inability to get financial assistance from
international institutions.

1.2 Gross Domestic Product (GDP)
The country recorded a GDP of 4.4% against 9.3% achieved in 2011, with capacity utilisation declining to 44% in
2012 from 57% in 2011. The agriculture and mining sectors which are the major contributors to GDP recorded low
growth rates of 4.6% and 10.1% respectively resulting in the dip in economic growth.

1.3 Inflation
Inflation remained within target closing the year at 2.91% as at December 2012 down from 4.9% recorded in December
2011. Monthly inflation depicted a declining trend from 0.46% at the beginning of the year to 0.13% at the end of the
year. The average annual inflation in 2012 was 3.7% whilst monthly inflation was ranging from -0.18% to 0.49%. The
downward trend can be explained by depressed demand in the local market, which in turn is attributable to a number
of factors including limited external account inflows which are preventing the dollarized money supply from expanding
at a meaningful rate to influence inflation, the gaping budget deficit due to liquidity problems, the weakening of the
rand which help to keep a lid on exchange rate pass through effect, and also the low income levels prevailing in the
economy which are insignificant to influence real demand.

1.4 Financial Sector Developments
The sector remained generally sound, notwithstanding the voluntary surrender of licenses by two small banking
institutions namely Genesis Bank and Royal Bank who failed to meet the required minimum regulatory capital levels.
Interfin Merchant Bank was placed under curatorship for an initial period of six months which was extended to 9 June
2013 and subsequently to 31 December 2014.
The sector continues to be negatively affected by the absence of lender of last resort and vibrant interbank market
which has exacerbated liquidity challenges. Loans and advances remain short term in nature catering for working
capital against the much needed capital expenditure. Banking sector deposits increased by 30.7% from US$3.376
billion as at December 2011 to US$4.411 billion as at December 2012 and largely being short term and transitory in
nature and concentrated in a few large banks.
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a) Renaissance Merchant Bank
On 2 March 2012 the Reserve Bank lifted the curatorship of Renaissance Merchant Bank following the successful
reorganisation of the bank and investment by the National Social Security Authority (NSSA).The Bank has since
opened its doors to the public and changed its name to Capital Bank Corporation with effect from 4 July 2012. DPC
welcomes the successful reorganisation of Capital bank as it will send positive signals to the market.

b) Barbican Bank Limited
Barbican Bank missed its 31 July 2012 deadline for recapitalization and resumption of operations and the Registrar
of Banking Institutions has since cancelled the licence.

c) Multi-Disciplinary Financial Stability Committee
International best practice calls for close coordination, cooperation and information sharing between the deposit
protection agency and other financial system safety net participants, in order to promote financial stability and minimise
regulatory arbitrage. Accordingly, the Central Bank spearheaded the establishment of a Multi-disciplinary Financial
Stability Committee (MFSC) comprising of the Central Bank, the DPC, the Securities and Exchange Commission and
the Insurance and Pensions Commission. The establishment of the MFSC will facilitate the early identification of risks
across the financial services sector and enable the regulatory authorities to promptly recommend appropriate policy
responses for the identified risks.
The MFSC held its inaugural meeting on 24 April 2012. During the review period, the DPC continued to strengthen
its cooperation and collaboration with other regulators in the financial services sector.
Timely and effective exit strategies for handling failed banks enhance confidence in a deposit insurance system
and avoid adverse effects on other safety net participants. Cooperation among the various financial safety–net
participants, both before and after a failure, is essential if these results are to be achieved.
In this regard, DPC welcomes the establishment of the MFSC and will endeavour to work closely with other safety
net players in order to enhance financial system stability in the financial services sector.

2.0 PROVISIONS IN THE 2013 NATIONAL BUDGET
2.1 Recapitalisation of the Fund
The Deposit Protection Board Fund was eroded during the hyper-inflation period leaving DPC with inadequate
resources to cover future liabilities. Following the establishment of Deposit Protection Corporation (DPC) with a
widened mandate under the Deposit Protection Corporation Act [Chapter 24:29] in March 2012, the government
crafted ways to recapitalise DPC Fund. The tight fiscal space the government is operating under ruled out the
possibility of direct grants from the government or budget appropriations. This resulted in the government prescribing
that with effective from January 1, 2013, the 0.3% premium will be maintained calculated on average annual deposits
and payable quarterly whilst the upper cap of US$30 000 was removed. This measure is expected to result in an
inflow of about US$12 million to DPC in 2013. However these resources are not adequate to provide sufficient cover
for future liabilities resulting in the government requesting contributory institutions to pay a special supplementary
contribution to raise an additional US$7.6 million over the same period.

10
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2.2 Deposit Protection Cover
In line with the recapitalization initiatives highlighted above, the coverage limit was reviewed upwards from US$150
to US$500 with effect from 1 January 2013. This was done in view of DPC’s mandate and best practice of covering
at least 90% of depositors in the event of bank failure and to enhance confidence in the banking sector. At this new
cover 85.1% or about 963 442 out of about 1.1 million depositors are covered in full. A cover level of at least US$1
000 would cover in full 90% or about 1 million depositors in the market.

3.0 PUBLIC POLICY OBJECTIVES
The Deposit Protection Corporation, in discharging its mandate, aims at meeting a number of objectives which
include the following:


providing insurance to compensate depositors in the event of a bank failure;



promoting consistency, accountability and transparency in deposit insurance activities and foster competition
and regulatory neutrality;



keeping the public informed and promote public understanding of the benefits and limitations of the deposit
insurance system;



administering the deposit protection fund;



managing and resolving failed contributory institutions; including curatorship, investigations and liquidation
of failed banks;



monitor the business and activities of contributory institutions to promote sound risk management practices,
good corporate governance, and consumer protection;



assessing and monitoring contributory institutions for safety and soundness via on-site examinations, off-site
surveillance, and special investigations; and



managing liquidations and curatorships of failed contributory institutions.

4.0 INTERNATIONAL ASSOCIATION OF DEPOSIT INSURERS
Deposit Protection Corporation is an active member of the International Association of Deposit Insurers (IADI) based
in Switzerland. Zimbabwe is chairing the IADI Africa Regional Committee. IADI was formed in 2002 and provide
members, associates and partners with a platform to gather and share knowledge and expertise on financial markets
matters with the objective of achieving financial stability. Through its various committees it provides training and
educational programs and produces research and guidance on matters related to deposit insurance.

5.0 CORE PRINCIPLES OF EFFECTIVE DEPOSIT INSURANCE SYSTEMS
Following the report of the Financial Stability Forum on Enhancing Market and Institutional Resilience (April 2008)
a set of core principles for effective deposit insurance systems were developed by Basel Committee on Banking
Supervision (BCBS) and the International Association of Deposit Insurers (IADI). The principles were designed in such
a way that it accommodates the different structures that exists in each country but overally meeting the objectives of
the principles. The core principles were broadly categorized into ten groups as follows: setting objectives, mandates
and powers, governance, relationships with other safety-net participants and cross-border issues, membership
and coverage, funding, public awareness, selected legal issues, failure resolution, and reimbursing depositors and
recoveries. These set of principles help deposit insurers to fully execute their mandates and effectively contribute to
financial stability. Deposit Protection Corporation is putting measures to ensure that it complies with the set principles
in order to fully execute its mandate.
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6.0 OPERATIONS DURING THE YEAR
6.1 Mandate
The Deposit Protection Corporation Act [Chapter 24:29] resulted in the promulgation of the Deposit Protection
Corporation (DPC) in March 2012 replacing the Deposit Protection Board which was in existence since July 2003.
The functions of DPC were widened from a pay box to a risk minimiser including; the authority to control entry and
exit from the system, assess and manage its own risks, conduct bank examinations or request such examinations
and undertake enforcement and failure resolution activities.

6.2 Membership and Scope of Coverage
During the year the number of member institutions insured by the Deposit Protection Corporation decreased from
twenty six to twenty four following the liquidation of Genesis Investment Bank and the closure of Royal Bank by the
Central Bank.

6.3 Deposit Insurance Funding
The composition of the Deposit Insurance Fund is enshrined in Section 14 of the Deposit Protection Corporation Act
[Chapter 24:29], of which an extract reads as follows:
The fund shall consist of –
(a) All contributions;
(b) Income from investments made by the corporation;
(c) Any money borrowed by the corporation on behalf of the fund;
(d) Any money received by the fund under any contract of insurance effected by the Corporation;
(e) Money appropriated for the purpose by Act of Parliament as a grant or advance to the fund;
(f) Money advanced to the fund by the Reserve Bank;
(g) Any other money that may vest in or accrue to it, whether in terms of this act or otherwise.
The funding needs of the corporation are aimed at meeting the day to day operating expenses of the organisation
and to build a fund that has capacity to meet its future obligations to depositors of insolvent member institutions. It
is critical for the corporation to build a reserve fund to enable it to effectively fulfil its statutory mandate of protecting
depositors and contributing to the stability of Zimbabwe’s financial system.
The corporation protects depositors by reimbursing part of their deposit investments in failed banks and the resolution
of failed banks in a manner that maximises recovery of the failed bank’s assets. It contributes to the stability of the
country’s financial system by continuously monitoring the operations of member institutions to ensure that they are
financially safe and sound.

12

During the year operations of the Deposit Protection Corporation were primarily financed by premiums levied from
member institutions comprised of all deposit taking institutions registered in terms of the Banking Act [Chapter 24:20]
and the Building Societies Act [Chapter 24:02]. Other funding sources include earnings from investments and funds
levied as penalties from defaulting member institutions. A flat rate premium assessment system was used to determine
the insurance premiums payable by each member institution. The premium rate was pegged at 30 basis points of an
institutions annual average deposits, payable quarterly with a minimum payable amount of US$500 and a maximum
payable amount of US$30 000 per quarter. Thus the minimum and maximum amount of premium payable by each
member institution during the year was between US$2 000 and US$120 000 respectively. During the year the total
assessed premium income amounted to US$2.5 million up 4.2% from US$2.4 million assessed in 2011. Growth in
the assessed premium income was constrained by the maximum payable premium cap of US$120 000 per bank, as
all except six small banks had reached this maximum threshold.
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6.4 Deposit Insurance Coverage
The Corporation continued to provide partial insurance cover against loss of depositors’ money when a bank is closed
to all insurable depositors in the banking sector. The type of insurable deposits include demand deposits, savings
deposits, time deposits class B and class C shares. The key objective of the fund remains that of providing insurance
cover that ensures that at least 90% of depositor’s accounts are covered in full. During the year the maximum
insurance cover per depositor per bank remained pegged at US$150.00 (one hundred and fifty US dollars). The
numbers of depositors covered fully and partially at the cover level of US$150.00 are shown in table 1 below. It is
pertinent to note that the cover level will be going up to $500 per depositor per institution effective 1 January 2013.

TABLE 1: DEPOSIT INSURANCE FIGURES

December 2012

Percentage

December 2011

Percentage

1 139 048

100%

1 087 519

100%

Total number of deposit Accounts fully
covered at US$150.00

852 109

74.8%

816 898

75.1%

Total number of depositors partially
covered at US$150.00

286 946

25.2%

270 621

24.9%

US$16.5 m

0.4%

US$14.9 million

0.5%

US$4.1 billion

99.6%

US$3.2 billion

99.5%

US$4.2 billion

100%

US$3.3 billion

100%

Total Number of Deposit Accounts

Value of deposits fully covered at
US$150.00
Value of deposits partially covered at
US$150.00
Total Value of Deposits

Table 1 above illustrates that the total number of depositor accounts at member institution increased by 4.7% from 1
087 519 to 1 139 048 during the year. Correspondingly the value of deposits grew by 27.3% from US$3.3 billion in
December 2011 to US$4.2 billion by December 2012. The increased use of the banking system by depositors could
be attributed to the slow economic recovery in the country. As at 31 December 2012, 74.8% (or 852 109 depositors)
of depositors at member institutions were covered in full with deposits valued at US$16.5 million. Ideally a cover
level of US$1 000 would provide full cover to at least 90% of depositors in the sector. However, this level could
not be attained due to funding constraints resulting from a maximum cap of US$120 000 a member institution can
contribute as premium to the fund in a financial year. Figure 1 below shows growth in the value of deposits at member
institutions during the year.

Figure 1: Deposit Growth.
6.5 Distribution and Average Size of Deposits
The lowest average deposit size, when all deposits
are taken into account, remained in the Building
Societies sector, which recorded a total average
deposit of US$1,442 for the year, a marginal increase
from US$1 049, recorded in December 2011. The
Merchant Banking and Commercial banking sectors
recorded significant increases in average deposit size of US$33 581 and US$4 326 from US$19 235 and US$3,502
ANNUAL REPORT 2012 |
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respectively. Knowledge of the average size and distribution of deposits in the industry helps the corporation to keep
track of the demographics of small and unsophisticated depositors. Table 2 below shows the distribution of deposits
by sector as at 31 December 2012.

Table 2: Distribution and Average size of Deposits by Sector.
SECTOR

2012

2011

Number of
Accounts

Total
Deposits
(US$
millions)

Average
Deposit
size

Number
of
Banks

18

830 496

3 592.6

4 326

MERCHANT BANKS

2

3 738

125.5

BUILDING SOCIETIES

4

304 814

TOTAL

24

1,139,048

Number
of
Banks
COMMERCIAL BANKS

Number of
Accounts

Total
Deposits
(US$
millions)

Average
Deposit
size

19

808,558

2,831.2

3,502

33 581

3

7,449

143.3

19,235

439.5

1 442

4

271,512

284.7

1,049

4, 157.6

3,650

23

1,087,519

3,259.2

2,997

The bulk of the deposits remained concentrated in the commercial banking sector that commanded the largest market
share by value. Building societies increased their market share at the expense of both commercial and merchant
banks from 8.7% to 10.6% as illustrated graphically in figure 2 below. This indicates the increased patronage of the
sector by players in the productive sectors of the economy in search of mortgage funding.

Figure 2: Deposit Market Share per Sector.

6.6 Deposit Composition
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During the period under review the Deposit Protection Corporation continued to partially cover all types of deposits
at member institutions, except Negotiable Certificates of Deposits (NCDs) Government deposits and Bankers’
Acceptances (BAs). The bulk of the deposits 52.1% or US$2.2 billion were in demand deposits which is reminiscent
of the transitory nature of the deposits at member institutions. Due to the general lack of liquidity in the economy
depositors prefer to keep their deposits in current accounts for transacting purposes. High bank charges and near
zero interest rates on deposits remained the key obstacles to the attainment of quality savings. Figure 3 overleaf
illustrates the composition of deposit at member institution as at 31 December 2012.
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Figure 3: Deposit Composition

6.7 BANK RESOLUTIONS
When all other avenues to resuscitate a banking institution, through various bank resolution methods have failed or
when an acquisition or merger is unattractive to potential investors, the regulatory authorities have no option but to
liquidate the institution as a last resort measure.
In line with its extended mandate to act as liquidator of closed banks, the DPC will execute its duties in a manner
that provides for the orderly closure and winding up of banking institutions in order to protect insured and uninsured
depositors.
During the review period 2 banks surrendered their licences(Genesis Investment Bank and Royal Bank) and DPC
was appointed liquidator of Genesis Investment Bank in terms of section 37 of the Deposit Protection Corporation
Act[Chapter24:29] as read with section 57(b) of the Banking Act[Chapter24:20].

Deposit Insurance payment
One of the principal functions of the DPC is to protect depositors, particularly the small depositors. In pursuance of
this mandate, as at 31 December 2012, DPC had compensated a total of 3 531(75%) out 4 700 depositors of 4 closed
banking institutions as detailed in table 3.

Table 3- Deposit Insurance Payments as at 31 December 2012
INSTITUTION

DATE CLOSED

TOTAL
DEPOSITORS

DEPOSITORS
PAID

% PAID

TOTAL AMOUNT
PAID

CENTURY

2 JAN 2004

397

178

45%

Z$33,900.00

RAPID

26 MAR 2004

1 215

472

39%

Z$83,287.00

SAGIT

2 MAR 2006

3 003

2 832

94%

Z$11,566 275.00

GENESIS

11 JUN2012

85

49

58%

US$7 209.03

4 700

3 531

TOTALS
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The pay-out response rates for Century (45%) and Rapid (39%) were low as the scheme was still in its infancy and
the value of the deposit insurance cover had been eroded by inflation.
Sagit Finance House had a high response rate of 94% mainly because the majority of the affected depositors
responded positively to our advertisements in the public media.

6.7 GENESIS INVESTMENT BANK
Liquidation
Genesis Investment Bank voluntarily surrendered its banking licence to the Reserve Bank of Zimbabwe (RBZ) on 11
June 2012 after the institution had failed to raise the minimum capital from over 20 investors since 2009.
Accordingly, the RBZ proceeded to file for the appointment of the Deposit Protection Corporation (DPC) as the
Provisional Liquidator with the High Court on 12 June 2012 in terms of section 37 of the DPC Act [Chapter 24; 29].
On 8 August 2012, the DPC was appointed the Final Liquidator of Genesis Investment with powers set out in section
221(2) (a) to (g) of the Companies Act.
Payment of Genesis Investment Bank depositors commenced on 30 July 2012 at a cover level of US$150 per
depositor. About 58 % of the depositors had been paid as at 31 December 2012. Payments to Genesis Investment
bank depositors are still in progress. Most of the depositors who have not yet submitted their claims are corporates
with balances above the insurable amount. The Liquidation of Genesis Investment Bank is in progress.

Statement of Affairs
The bank’s preliminary statement of assets and liabilities, indicate that Genesis bank had total assets of US$2.2
million and liabilities of US$5.1 million.

Work done to date by the Liquidator includes;
i.

Convening 3 Creditors meetings where claims amounting to US$3.5 million have been provisionally
accepted by the High Court.

ii.

Disposal of Office furniture & Equipment
Office furniture & equipment has been disposed through the Auctioneers and an amount of		
US$72 104 has since been realized against an initial valuation of US$40 352.

iii.

Disposal of Shares
The bank had 973 818 shares which were disposed atUS$0.01 cents each on 3 December 2013 for 		
US$97 381.

iv.

Debt Collections
Debt Collection for a loan book of about US$1.4 million is still in progress and the lawyers are at various 		
stages in pursuit of the outstanding debtors.

v.

16

The biggest challenge faced in debt collection has been the lack of security on most of the facilities granted
by the bank.
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Liquidation Dividend
i.

The First Interim liquidation and distribution Account was approved by the Master of the High Court in
terms of section 283 of the Companies Act [Chapter 24:03].Gross proceeds from disposal of property and
shares were US$180 828 as at 31 December 2012.

ii.

In the interim, a dividend will be paid out to preferred creditors (NSSA and Genesis Employees) only and
concurrent creditors will be paid once DPC makes more recoveries from debt collections.

A summary of the Interim Liquidation and Distribution account is shown in table 4.
Table: 4 First Interim Liquidation and Distribution Account
25 July 2012 to 7 March 2013-Genesis Investment Bank Limited (In liquidation)
Master’s Reference Number CR27/12
FREE RESIDUE ACCOUNT
Gross Receipts								
(Proceeds from Auction Sales, Debtors, disposal of shares)

180 828.33

Payments
First Meeting					20.00
Second Meeting
		
20.00
Third Meeting					20.00			60.00
Provision for Advertising
Account lying for Inspection			
30.00
Dividends being paid				30.00		

60.00

Liquidation Expenses							

56 068.63

Master’s fees (4% of gross receipts of $180 828.33)			

7 233.13

Liquidator’s remuneration						
(Inc. Tax)

13 770.90

Amount Available for Distribution					103 635.66
Dividends to Preferred Creditors
NSSA (WCIF)					24 026.01				
Employees less advance			
66 883.09							
														
				
90 909.10
Balance C/F to Second liquidation account			
12 726.56
In terms of provisions of section 46 of the DPC Act [Chapter:24:29], the Corporation has managed to recover
deposit insurance payments made to depositors amounting to US$7 209.03 from the liquidation account as
at 31 December 2012.

ANNUAL REPORT 2012 |

17

6.8 ROYAL BANK (Closed - 27 July 2012)
Royal Bank was closed on 27 July 2012 following the surrender of its banking licence after the institution failed to
raise the requisite minimum capital within the stipulated regulatory timeframe as well as its failure to conduct banking
business in accordance with sound administrative and accounting practices.
The bank was critically undercapitalized with a core capital of US$1.93 million as at 30 June 2012 against the minimum
regulatory requirement of US$12.5 million Although RBZ closed the bank on 27 July 2012, liquidation proceedings
were temporarily suspended to give the bank more time to raise capital .Efforts by Royal Bank shareholders to court
a foreign investor to inject capital in the bank had not yielded any results by 31 December 2012. Indications from
the potential investor suggest that they were no longer interested in investing in the bank in view of the new capital
requirements of US$100 million for commercial banks.
As at 31 December 2012 deposit insurance payments had not commenced for Royal Bank depositors. DPC did not
have access to the records of the bank during the review period and the bank’s shareholders had requested more
time to raise capital from potential investors. The delays in compensating Royal Bank depositors highlight the need
to review the Banking Act in order to incorporate some key elements of effective problem bank resolution regimes
and frameworks. In terms of best practice, effective failure resolution processes should facilitate the reimbursement
of depositors promptly, ensure continuity of financial services and payment and clearing and settlement functions.

6.9 INTERFIN BANK LIMITED (Closed 11 June 2012 - Under Curatorship)
On 11 June 2012, the RBZ placed Interfin Bank under recuperative curatorship for a period of six months after
determining that the bank was technically insolvent with a negative core capital of US$92.9 million as at date of
closure.
Some of the reasons underlying Interfin’s unsafe and unsound financial condition related to inadequate capitalisation,
abuse of corporate structures, high level of non-performing insider and related party loan exposures, chronic liquidity
and income generating challenges.
Upon expiration of the curatorship period on 11 December 2012, the Reserve Bank further extended the curatorship
period to 9 June 2013.
The bank’s exposure to DPC at a cover level of US$500 for 16 033 depositors is US$862 569 as at 31 December
2012.
At the time of writing, the DPC was awaiting the Curator’s further advices with regards to whether there are any
prospects for the bank to be resuscitated.
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LEGAL AND
CORPORATE AFFAIRS
Regulatory Environment
In its endeavour to cushion, insulate and protect the general public and the depositors in particular, from the costs of
any future financial system failure, the Corporation promoted the promulgation of a new Act. The Deposit Protection
Corporation Act [Chapter 24:29] was promulgated on 16 March 2012. This new Act replaces the Deposit Protection
Board with a new autonomous statutory body known as the Deposit Protection Corporation. The Corporation`s
functions are similar to the Deposit Protection Board, but are more extensive. The Act enhances operational
effectiveness and efficiency of the Corporation. The salient features are the following;
•

Section 4; The Deposit Protection Board is replaced by the Deposit Protection Corporation.

•

Section 5; The functions and objectives of the Deposit Protection Corporation include inter alia, to contribute
to the stability of the financial system and the monitoring of the business and activities of contributory
institutions to ensure minimal exposure of the Deposit Protection Fund and to assist the Ministry of Finance
in the formulation and implementation of fiscal and monetary policy so as to ensure sound banking practices
and fair competition among banks in Zimbabwe.

•

Section 6; The Board of Directors now comprise of the following: one representative from the Reserve Bank,
one representative from the ministry of finance and four independent directors appointed by the Minister of
Finance. The Chairman shall be appointed by the Minister of Finance. The Chief Executive Officer is an ex
officio member.

•

Section 26; In addition to the prudential requirements from the Reserve Bank, the Corporation is empowered
to set further standards to be observed by the contributory institutions in regard to the way they conduct
banking business.

•

Section 27; It empowers the Corporation to terminate membership of any truant contributory institution in
order to protect the Fund and the depositors.

•

Section 32; It is a criminal offence not to pay contributions.

•

Section 34; Prohibits dividend payment if there is any outstanding contribution.

•

Section 36; The Corporation will participate in the resolution of failing/ failed banks.

•

Section 37; The Corporation to be appointed curator or liquidator of failing or failed contributory institution.

•

Section 47; 48; 52; These provisions empower the Corporation to monitor contributory institutions. It has
power to appoint examiners, who can enter the premises of contributory institutions and conduct on site
reviews or special examinations.

•

Section 53; Auditors of contributory institutions are obliged to notify the Corporation of any irregularities or
illegal conduct they encounter in the course of their duties.

19
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CORPORATE GOVERNANCE
The Board of Directors confirms that the Corporation has, during the year under review complied with corporate

governance principles. The Corporation is committed to operating in accordance with highest standards of professional
and business ethics as espoused in its charter.

BOARD OF DIRECTORS
The Board maintains a strong governance framework designed to meet the depositors and stakeholder expectations
and sustain confidence in the corporation. Sound governance has been, and will continue to be top priority for the
Board. The Board of Directors provides strategic guidance to management, ensures that an effective system of risk
management is in place and retains full and effective control of the corporation. The Board of Directors comprises of
Dr C. L Dhliwayo, Dr S Mahlahla, Mr N Ncube and Mr A. L. A Pichanick.

Board Meetings and Attendance
Name of Director

Meetings
Held

Meetings
Attended

Dr C Dhliwayo

4

4

Dr S Mahlahla

4

4

Mr N Ncube

4

4

Mr A L A Pichanick

4

4

Deposit Protection Corporation’s Board has two standing
Committees, the Audit committee and Human Resources
committee. The Audit committee oversees internal and
external audits, risk management and advises the Board
on financial issues pertaining to budget, quarterly financial
reports, consolidated financial statements and the annual
report. The Committee comprises of Mr A L A Pichanick
(Chair), Dr C Dhliwayo and Dr S Mahlahla.

Audit Committee Meetings and Attendance
The Human Resources committee reviews and advises
the Board on Human Resources. These cover policies,
succession planning, assessments, compliance with
standards of business conduct and ethics, statutory
requirements, compensation. The Committee comprises of
Dr S Mahlahla (Chair), Mr N Ncube and Mr A L A Pichanick.

Human Resources Committee Meetings and
Attendance
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Name of Director

Meetings
Held

Meetings
Attended

Dr S Mahlahla

2

2

Mr N Ncube

2

2

Mr A L A Pichanick

2

2
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Name of Director

Meetings
Held

Meetings
Attended

Mr A. L. A Pitchanick

3

3

Dr S Mahlahla

3

3

Dr C. L Dhliwayo

3

3

INTERNAL AUDIT
The Board Audit Committee reviewed the effectiveness of DPC’s systems, policies, practices and processes based on
Internal Audit reports and its review work included the following:
•
•
•
•

•
•
•

DPC’s financial reports;
the utilisation of resources as compared to the approved budget;
the implementation of the Enterprise Risk Management framework and the update on DPC’s risks and
measures to mitigate significant risks;
the update and progress of Management’s overall performance against approved initiatives set out in the
Corporate Plan, as well as Management’s assessments of internal and external factors that may impair the
performance of the Corporate Plan;
the Corporation’s financial reporting and disclosures for the financial year ended 31 December 2012;
the management and quality assurance processes relating to the development and implementation of the
Corporation’s policies and procedures; and
the effectiveness of the Corporation’s physical security systems, practices, policies, procedures and the
Corporation’s compliance with the requirements on safety, health and security.

Financial reporting
The Audit Committee obtained an understanding of the financial reports and monitored financial information for
accuracy, reliability and clarity.

Financial reporting processes, accounting policies and internal control structure
The Audit Committee considered:
• accounting policies and significant changes in the accounting policy for 2012; and
• reviewed and advised the Board with respect to the annual financial statements, management discussion
and analysis, the external audit report, the review of the integrity of the financial reporting process and
internal control reports as well as management representations;

Strategic and financial management oversight
In 2012, the Audit Committee fulfilled its responsibilities with regard to financial management oversight, including
oversight of annual budgets and investments. The Audit committee received regular reports on progress against the
Corporate Plan.

Risk management
In relation to risk management, the Audit Committee provided advice and support to the Board. The Internal Audit
also carried out an internal risk assessment review in 2012 pursuant to the Corporation’s internal control framework.
The Board is committed to ensuring that Management continuously takes proactive measures to:
•
•

maintain within DPC a conducive corporate culture and environment that emphasises accountability for
control and risk management;
identify, assess and address the various risks facing DPC that could hinder the achievement of DPC’s
corporate objectives during the corporate planning period; and
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•

continuously review and monitor the entire system of internal control and address issues or problems
adequately on a timely basis.

The Board is ultimately responsible for the oversight and management of DPC’s principal risks. The Board, through
the Audit Committee, ensures that an appropriate and prudent risk management system is in place to manage the
significant risks emanating from DPC’s business and affairs. Internal audit is responsible for ensuring that sound
policies, procedures and practices are implemented to manage DPC’s significant risks. Internal audit is responsible
for performing independent assessments on and validation of the effectiveness and compliance of the Enterprise
Risk Management (ERM) process, and for providing assurance to the Board that DPC has an effective ERM process
and that risk management policies are being adhered to.
The Board acknowledges that a sound system of internal control addresses the need for effective and efficient
business operations, reliable financial reporting, strict compliance with applicable laws and regulations and the
proper safeguarding of DPC’s assets. The Board recognises that DPC’s system of internal control as designed by
management is intended to manage and mitigate risks, rather than to eliminate entirely the risk of failure to achieve
DPC’s statutory mandate and objectives. The review of the effectiveness, integrity and adequacy of DPC’s system
of internal control is a concerted and continuing process, and involves the Audit committee, management, Internal
Audit and the external auditors.
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FINANCE AND
ADMINISTRATION
Human Resources
The Deposit Protection Corporation manning level (headcount) was 16, against a budget of 27 positions. The
Corporation recorded zero turnover for 2012.
The Deposit Protection Corporation Act expanded the Corporation’s mandate to include liquidation, bank on-site
inspection, bank resolution, intervention, and special examinations. An appropriate structure to meet this was
approved with emphasis on Business Operations. The Corporation is committed to developing and making optimum
usage of all resources available. The DPC’s organisational structure, policies and procedures will continue to be
updated to ensure compliance with standards set by regulatory authorities and best practice.
The industrial relations climate remained calm and positive during the period under review, despite the difficult
economic environment. Internal policies and procedures, consultative processes, coupled with a clear code of ethics
and conflict of interest outline, helped align the individual actions and behaviours towards achieving organisation
goals. The DPC commissioned an Employee Engagement Survey, and Organizational Culture Audit as it is generally
agreed that engaged employees are more productive, customer focused, satisfied, loyal and committed to the
success of their co-workers and the organization.
The Corporation conducted a Strategic planning, review and realignment seminar in November 2012. The Plan
will help the DPC to deliver on its statutory obligations and legislative mandate. The DPC instituted the Balanced
Scorecard approach to business performance measurement at corporate, departmental and individual level, as a
means to monitor alignment to the Corporation’s Strategic Plans.

Manpower Development
The Corporation values its human resources and prides itself in being a knowledge based and a learning organisation.
The DPC has programs for staff professional development, structured under the following broad categories:•

Local training

•

Overseas (regional & international) training

•

In-house training

•

Continuous professional development

Internationally, the Corporation continued to benefit from training platforms offered by IADI and its affiliates. During
2012, IADI facilitated 13 international training opportunities to the Corporation, attended by 19 participants from
the DPC. Training networks and synergies, for collaboration, knowledge sharing and best practice continue to be
leveraged upon. Due to the specific skills set requirements, programs were embarked on to address both immediate
skill gaps, and build the Corporation’s ability to meet medium to long-term objectives. The skills base and knowledge
profile of staff was enhanced, ensuring business sustainability. Graduate trainee and industrial attachments programs
were initiated with one graduate trainee (Information and Communication Technology), and three industrial attachment
students engaged for a year.

Administrative Services
The DPC invested in the procurement of the business premises situated at Evelyn House, 26 Fife Avenue / Corner
Blakiston Street, Harare. This was occupied effective 1 June 2012, after refurbishment. This investment has also
resulted in savings in rental expenditure as well as creating a quiet and congenial working environment.
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Appropriate fire, environmental, energy, health, security and safety policies and procedures are in place, supported
by underlying management systems. The DPC in the period under review installed and commissioned an emergency
electricity power generator and a borehole to augment erratic power and water supplies.

Information and Communication Technology
The ICT department continued to automate systems, enhance security and ensure data availability. The Pay-out system
which was being developed in house was successfully completed and further used for the pay-out disbursements of
Genesis Bank closed during the year. However, there is still need to standardise depositors’ records kept by banks as
the Pay-out system relies on consistent and reliable data to generate accurate reports. Improvements of the Pay-out
system may be expected with time following the expanded mandate brought by the new DPC Act of 2012.
The in-house development of Risk Analysis System (RAS) is still underway and expected to be completed in 2014.
The system currently has two completed modules which will be rolled out in the coming year. The RAS is expected
to automate the returns validation process and risk analysis which is currently being performed semi-manually using
spreadsheets.
The year also saw other improvements in the ICT such as the installation of a fire suppression system in the server
room and the reinstallation of the network infrastructure after office relocation. An in-house ICT Helpdesk was also
implemented to manage user queries whilst the periodic testing of the disaster recovery facilities was successfully
conducted to give assurance of business continuity.
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DEPOSIT PROTECTION CORPORATION

FINANCIAL STATEMENTS
DIRECTORS’ RESPONSIBILITY
FOR FINANCIAL REPORTING
The Directors of the Corporation are responsible for the maintenance of adequate accounting records and preparation
of the financial statements and related information. The Corporation’s independent external auditors, Deloitte
& Touché, have audited the financial statements and their report appears on page 6. The external auditors are
responsible for independently auditing and reporting on these financial statements in conformity with International
Standards on Auditing.
The Directors are required by the Deposit Protection Corporation Act (Chapter 24:29) to maintain adequate accounting
records and to prepare financial statements for each financial year which present a true and fair view of the state
of affairs of the Corporation at the end of the financial period and of the performance and cash flows for the period.
The financial statements have been prepared in accordance with International Financial Reporting Standards.
The Directors are responsible for the Corporation’s systems of internal control. These are designed to provide
reasonable but not absolute assurance as to the reliability of the financial statements, and to safeguard, verify and
maintain accountability of assets, and to prevent and detect material misstatements and losses. The systems are
implemented and monitored by suitably trained personnel with an appropriate segregation of authority and duties.
Nothing has come to the attention of the Directors to indicate that any material breakdown in the functioning of these
controls, procedures and systems has occurred during the year under review.
The annual financial statements are prepared on the going concern basis; this has been assessed as appropriate.
The Directors however believe that under the current economic environment a continuous assessment of the ability
of the Corporation to continue as a going concern will be performed.
The annual financial statements set out on pages 32 to 69 were approved by the Board of Directors on 27 March
2013 and are signed on its behalf by :-

_________________________		

_______________________________

_____________________________

Company Secretary			Director				Director
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DEPOSIT PROTECTION CORPORATION

FINANCIAL STATEMENTS
for the year ended 31 December 2012

DIRECTORS’ REPORT
The Directors submit their report for the year ended 31 December 2012 and the audited financial statements for the
same period.

Nature of business
The Deposit Protection Corporation is governed by the Deposit Protection Act, (Chapter 24:29). The Deposit
Protection Corporation aims at meeting a number of objectives that include:
o
o
o
o

Protecting small, less-financially sophisticated depositors by providing an orderly means of
compensation in the event of a deposit-taking institution becoming insolvent;
Enhancing public confidence and systemic stability by providing a framework for the resolution of
failed banks;
Enhancing competition in the financial sector by mitigating some of the competitive barriers in the
deposit taking industry; and,
Helping in defining the boundaries of the Government exposure and support in protecting depositors
when a bank or the Corporation of banks fails in normal times.

Directorate
There have been no changes in the composition of the Corporation’s board but there are vacancies arising from the
promulgation of the new Act.

Auditors
The auditors, Messrs’ Deloitte & Touché, have indicated their willingness to continue in office and they will approach
the Auditor General with a proposal for reappointment and fixing of their remuneration for next year.

By order of the Board
V. Vuma

_____________________________________________
Company Secretary
Harare, Zimbabwe
16 May 2013
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REPORT OF
INDEPENDENT AUDITORS

TO THE MEMBERS OF DEPOSIT PROTECTION CORPORATION
We have audited the accompanying financial statements of the Deposit Protection Corporation on pages 29 to 56,
which comprise the statement of financial position, statement of comprehensive income at 31 December 2012, the
statement of changes in accumulated funds and the statement of cash flows for the year then ended, and the notes
to the financial statements, which include a summary of significant accounting policies and other explanatory notes.

Directors’ Responsibility for the Financial Statements
The Directors are responsible for the preparation and fair presentation of these financial statements in accordance with
International Financial Reporting Standards (IFRS) and in the manner required by the Deposit Protection Corporation
Act (Chapter 24:29). This responsibility includes: designing, implementing and maintaining internal control relevant
to the preparation and fair presentation of financial statements that are free from material misstatement, whether due
to fraud or error; selecting and applying appropriate accounting policies; and making accounting estimates that are
reasonable in the circumstances.

Auditor’s Responsibility
Our responsibility is to express an opinion on these financial statements based on our audit. We conducted our
audit in accordance with International Standards on Auditing. Those Standards require that we comply with ethical
requirements and plan and perform the audit to obtain reasonable assurance whether the financial statements are
free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the
auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements
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 entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
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REPORT OF
INDEPENDENT AUDITORS
(CONTINUED)

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

Opinion
In our opinion, the financial statements present fairly, in all material respects the financial position of the Deposit
Protection Corporation as at 31 December 2012, and of its financial performance and its cash flows for the year then
ended in accordance with International Financial Reporting Standards and in the manner required by the Deposit
Protection Corporation Act (Chapter 24:29).

Emphasis of matter
Without qualifying our opinion, we draw attention to note 3.1 to the financial statements on going concern which
indicates that the cash resources of the Deposit Protection Corporation are stressed and may become insufficient to
pay all depositors in the event of a bank failure.
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DEPOSIT PROTECTION CORPORATION

STATEMENT OF
COMPREHENSIVE INCOME
for the year ended 31 December 2012

Notes
2012
		 US$

2011
US$

Revenue
Premium income		
Investment income
7
Other income
8
Total income		

2 463 683
57 627
31 113
2 552 423

2 367 329
43 350
18 604
2 429 283

Expenses
Operating expenses
9
Protection payments
10
Loss on disposal of property plant and equipment		
Finance costs		
Surplus for the year 		
Other comprehensive income		
Total comprehensive income for the year		

(1 979 195)		
(499 827)
(6 729)
(40 494)
26 178
26 178

(1 583 358)
845 925
845 925
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DEPOSIT PROTECTION CORPORATION

STATEMENT OF
FINANCIAL POSITION
as at 31 December 2012

Notes
2012
2011
		
US$
US$
ASSETS
Non-current assets
Property, plant and equipment
13
987 013
889 444
		
Current assets
Other financial assets
14
828 763
Trade and other receivables
15
1 095 866
1 056 732
Cash and bank balances
16
83 942
113 977
Total current assets		
2 008 571
1 107 709
Total assets		
2 995 584
2 060 153
RESERVES AND LIABILITIES
Reserves
Accumulated fund		
Non-distributable reserve		
Total equity		
Non-current liabilities
Borrowings
17
Current liabilities
Trade and other payables
18
Provisions for protection payments
19
Total current liabilities		
Total reserves and liabilities		

1 887 883
138 196
2 026 079

1 861 705
138 196
1 999 901

369 471

-

107 107
492 927
600 034
2 995 584

60 252
60 252
2 060 153

		

_________________________
Corporation Secretary
Harare, Zimbabwe
16 May 2013

____________________
Director

________________
Director
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DEPOSIT PROTECTION CORPORATION

STATEMENT OF CHANGES
IN ACCUMULATED FUNDS
for the year ended 31 December 2012

			
Non		
Accumulated
distributable
		Fund
		US$

reserve
US$

Total
US$

Balance at 31 December 2010		

138 196

1 153 976

1 015 780

Total comprehensive income for the year		
845 925
845 925
		
Balance at 31 December 2011		
1 861 705
138 196
1 999 901
		
Total comprehensive income for the year		
26 178
26 178
		
Balance at 31 December 2012		
1 887 883
138 196
2 026 079
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DEPOSIT PROTECTION CORPORATION

STATEMENT OF
CASH FLOWS

for the year ended 31 December 2012

		
Cash flows from operating activities

Notes

2012
US$

2011
US$

Surplus for the year		
Adjustments for:
Depreciation
12
Loss on disposal of property and equipment		
Finance costs recognised in profit or loss		
Other non-cash items		
			

26 178

845 925

56 523
6 729
40 494
129 924

36 615
(1)
882 539

Movements in working capital:
Increase in trade and other receivables		
Increase/ (decrease) in trade and other payables		
Increase in provisions		
Cash generated from operations		

(39 134)
46 855
492 927
630 572

(412 412)
(2 694)
467 433

(40 494)
590 078

467 433

(160 821)
(160 821)

(857 608)
37 060
450 000
(370 548)

369 471
369 471
798 728

96 885

113 977
912 705

17 092
113 977

Finance costs		
Net cash generated by operating activities		
			
Cash flows from investing activities
Payments for property, plant and equipment
12
Proceeds from disposal of property, plant and equipment
Proceeds on sale of financial assets
13
Net cash used in investing activities 		
				
Cash flows from financing activities
Proceeds from borrowings		
Net cash generated by financing activities		
Net increase in cash and cash equivalents		
Cash and cash equivalents at the beginning of the year		
Cash and cash equivalents at the end of the year
15
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DEPOSIT PROTECTION CORPORATION

NOTES TO THE
FINANCIAL STATEMENTS
for the year ended 31 December 2012

1.

General information
The Deposit Protection Corporation (the ‘Corporation’) was established by the Reserve Bank of Zimbabwe on behalf
of the Government of Zimbabwe to lessen the impact on the public when banks, building societies and other financial
institutions become insolvent or collapse.
The Corporation is incorporated and domiciled in Zimbabwe.
The financial statements are expressed in the United States of America dollars (“US$”).

2.

Statement of compliance
The Corporation’s financial statements have been prepared in accordance with International Financial Reporting
Standards, (IFRS) and the International Financial Reporting Interpretations Committee, (IFRIC) interpretations. The
financial statements are based on statutory records that are maintained under the historical cost convention as modified
by the revaluation of property and equipment and financial instruments that are measured at fair values, as explained in
accounting policies below.

3.

Basis of preparation
The financial statements are prepared on the historical cost basis except for certain financial instruments and liabilities
that are stated at fair value. Significant details of the Corporation’s accounting policies are set out below and are consistent
with those applied in the previous year, except where otherwise indicated.
The financial statements are in compliance with International Financial Reporting Standards (IFRS) and the Deposit
Protection Corporation Act (Chapter 24:29).

3.1

Going concern
The financial statements have been prepared on a going concern basis which assumes that the Corporation will continue
in existence for the foreseeable future. Deposit Protection Corporation’s operations have been significantly affected and
may continue to be affected by the challenging economic environment.
In the 2013 National Budget, the Corporation obtained approval from the Ministry to levy a special premium of US$7.6
million on banks in 2013 which will have the effect of recapitalising the Corporation.
As at 31 December 2012, the Directors have assessed the ability of the Corporation to continue operating as a going
concern and believe that the preparation of these financial statements on a going concern basis is still appropriate.
However, the Directors believe that under the current Zimbabwe economic environment a continuous assessment of the
ability of the Corporation to continue to operate as a going concern will need to be performed to determine the continued
appropriateness of the going concern assumption that has been applied in the preparation of these financial statements.

ANNUAL REPORT 2012 |

33

DEPOSIT PROTECTION CORPORATION

NOTES TO THE
FINANCIAL STATEMENTS
for the year ended 31 December 2012 (continued)

4.

Critical accounting estimates and judgements
In preparing the annual financial statements in terms of IFRS, management is required to make certain estimates and
assumptions that may materially affect the reported amounts of assets and liabilities at the date of the financial statements
and the reported amounts of revenue and expenses during the reported period and the related disclosures. The actual
results often vary from these estimates due to the inherent uncertainty involved in making estimates and assumptions
concerning future events. These estimates and judgments are based on historical experience, current and expected
future economic conditions and other factors, including expectations of future events that are believed to be reasonable
under the circumstances.
As the estimates are reviewed on a regular basis, any changes to these accounting estimates are recognised in the
period in which the estimate is revised, if it impacts on only the current period. If the revision of the estimate impacts on
both the current and future periods, then the change in estimate is recognised in the current and future periods.

Critical accounting judgments
The following accounting policies have been identified as being particularly complex or involving subjective judgments
or assessments:
Useful lives of property, plant and equipment
The Corporation’s management determines the estimated useful lives and related depreciation charges for its property
and equipment. This estimate is based on projected product life cycle of these assets. It could change significantly as
a result of technological innovations in response to severe industry cycles. Management will increase the depreciation
charge where useful lives are less than previously estimated lives, or will write off or write down technically obsolete or
non-strategic assets that have been abandoned or sold. The current year estimated useful lives were as follows:
Buildings
		
40 years
Building improvements		
20 years
Furniture and fittings		
10 years
Computers			4 years
Office equipment 		
4 years
Vehicles				5 years

5.

New accounting policies adopted

5.1

Accounting standards and interpretations adopted impacting the annual financial statements
The Corporation did not adopt any new or revised accounting standards or interpretations in the current year that would
have had an impact on the amounts or disclosures reported in these financial statements.
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DEPOSIT PROTECTION CORPORATION

for the year ended 31 December 2012 (continued)
5.

New accounting policies adopted (continued)

5.2

New and revised IFRSs mandatorily effective at the end of the reporting period with no material
effect on the reported amounts and disclosures in the current period or prior period.
The following new or revised IFRSs were mandatorily effective and adopted by the Corporation as at the end of the
reporting period, but did not have a material effect on the current or previously reported financial performance or financial
position.

Amendments to IFRS7
Disclosures – Transfers of
Financial Assets

The amendments increase the disclosure requirements for transactions
involving the transfer of financial assets in order to provide greater
transparency around risk exposures when financial assets are
transferred.

Amendments to IAS 1
Presentation of Items of Other
Comprehensive Income

The amendments introduce new terminology for the statement of
comprehensive income and income statement. Under the amendments
to IAS 1, the ‘statement of comprehensive income’ is renamed the
‘statement of profit or loss and other comprehensive income and the
‘income statement’ is renamed the ‘statement of profit or loss’

Amendments to IAS 1
Presentation of Financial
Statements (as part of the Annual
Improvements of IFRSs 2009 –
2011 Cycle issued in May 2012)

IAS 1 requires an entity that changes accounting policies retrospectively,
or makes a retrospective restatement or reclassification to present a
statement of financial position as at the beginning of the preceding period
(third statement of financial position). The amendments to IAS 1 clarify
that an entity is required to present a third statement of financial position
only when the retrospective application, restatement or classification
has a material effect on the information in the third statement of financial
position and that related notes are not required to accompany the third
statement of financial position.

Amendments to IAS 12 Deferred
tax: Recovery of Underlying
Assets

Under the amendments, investment properties that are measured using
the fair value model in accordance with IAS 40 Investment Property
are presumed to be recovered entirely through sale for the purposes of
measuring deferred taxes unless the presumption is rebutted.
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5.3

Impact of standards and interpretations in issue but not yet effective
At the reporting date, the following new and/or revised accounting standards and interpretations were in issue but not yet
effective:

IFRS 10 – Consolidated Financial
Statements

IFRS 10 replaces the parts of IAS 27 Consolidated and Separate
Financial Statements that deals with consolidated financial statements.
SIC-12 Consolidation – Special Purpose Entities will be withdrawn
upon the effective date of IFRS 10. Under IFRS 10, there is only one
basis for consolidation, that is, control. In addition, IFRS 10 includes a
new addition of control that contains three elements: (a) power over an
investee, (b) exposure, or rights to variable returns from its involvement
with the investee, and (c) the ability to use its power over the investee to
affect the amount of the investor’s return.
Issued May 2011, Effective date: Annual periods beginning on or after
1 January 2013.

IFRS 9 – Financial Instruments:
Classification and Measurement

All recognised financial assets that are within the scope of IAS 39
Financial Instruments: Recognition and Measurement to be subsequently
measured at amortised cost or fair value. Specifically, debt investments
that are held within a business model whose objective is to collect the
contractual cash flows that are solely payments of principal and interest
on the principal outstanding are generally measured at amortised cost
at the end of subsequent accounting periods. In addition, under IFRS
9, entities may make an irrevocable election to present subsequent
changes in the fair value of an equity investment (that is not held for
trading) in other comprehensive income, with only dividend income
generally recognised in profit or loss.
With regard to the measurement of financial liabilities designated as at
fair value through profit or loss, IFRS 9 requires that the amount of change
in the fair value of the financial liability, that is attributable to changes
in the credit risk of that liability, is presented in other comprehensive
income, unless the recognition of the effects of changes in the liability’s
credit risk is other comprehensive income would create or enlarge an
accounting mismatch in profit or loss. Changes in fair value attributable
to a financial liability’s credit risk are not subsequently reclassified to
profit or loss. Previously, under IAS 39, the entire amount of the charge
in the fair value of the financial liability designated as fair value through
profit or loss was presented in profit or loss.
Issued November 2009, Effective date: Annual periods beginning on or
after 1 January 2015.
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5.

New accounting policies adopted (continued)

5.3

Impact of standards and interpretations in issue but not yet effective (continued)
IFRS 11 – Joint Arrangements

IFRS 11 replaces IAS 31 Interests in Joint Ventures. IFRS 11 deals with
how a joint arrangement of which two or more parties have joint control
should be classified. SIC- 13 Jointly Controlled Entities – Non monetary
Contributions by Ventures will be withdrawn upon the effective date
of IFRS 11. Under IFRS 11, joint arrangements are classified as joint
operations or joint ventures, depending on the rights and obligations
of the parties to the arrangements. In contrast, under IAS 31, there
are three types of joint arrangements: jointly controlled entities, jointly
controlled assets and jointly controlled operations. In addition, joint
ventures under IFRS 11 are required to be accounted for using the
equity method of accounting, whereas jointly controlled entities under
IAS 31 can be accounted for using the equity method of accounting or
proportional consolidation.
Issued May 2011, Effective date: Annual periods beginning on or after 1
January 2013.

IFRS 12 – Disclosures of Interests
in Other Entities

IFRS 12 is a disclosure standard and is applicable to entities that
have interests in subsidiaries, joint arrangements, associates and/
or unconsolidated structured entities. In general, the disclosure
requirements in IFRS 12 are more extensive than those in the current
standards.
Issued May 2011, Effective date: Annual periods beginning on or
after 1 January 2013

IFRS 13- Fair Value Measurement

IFRS 13 establishes a single source of guidance for fair value
measurements and disclosures about fair value measurements. The
Standard defines fair value, establishes a framework for measuring
fair value, and requires disclosures about fair value measurements.
The scope of IFRS 13 is broad; it applies to both financial instrument
items and non-financial instrument items for which other IFRSs require
or permit fair value measurements and disclosures about fair value
measurements, except in specified circumstances. In general, the
disclosure requirements in IFRS 13 are more extensive than those
required in the current standards.
Issued May 2011, Effective date: Annual periods beginning on or after 1
January 2013.
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5.

New accounting policies adopted (continued)

5.3

Impact of standards and interpretations in issue but not yet effective (continued)
Amendments to IFRS 7 –
Disclosures – Offsetting Financial
Assets and Financial Liabilities

The amendments to IFRS 7 require entities to disclose information about
rights of offset and related arrangements (such as collateral posting
requirements) for financial instruments under an enforceable master
netting agreement or similar arrangement.
Issued October 2010, Effective date: Annual periods beginning on or after
1 January 2013.

Amendments to IAS 32 Offsetting Financial Assets and
Financial Liabilities

The amendments to IAS 32 clarify the existing application issues relating
to the offset of financial assets and financial liabilities requirements.
Specifically, the amendments clarify the meaning of ‘currently has a
legal enforceable right of set-off’ and ‘simultaneous realisation and
settlement’
Issued October 2010, Effective date: Annual periods beginning on or
after 1 January 2014

Amendments to IAS 19 –
Employee Benefits

The amendments to IAS 19 change the accounting for defined benefit
plans and termination benefits. The most significant change relates to
the accounting for changes in defined benefit obligations and in fair
value of plan assets when they occur, and hence eliminate the ‘corridor
approach’ permitted under the previous version of IAS 19 and accelerate
the recognition of past service costs. The amendments require all
actuarial gains and losses to be recognised immediately through other
comprehensive income in order for the net pension asset pension or
liability recognised in the consolidated statement of financial position
to reflect the full value of the plan deficit or surplus. Furthermore, the
interest cost and expected return on plan assets used in the previous
version of IAS 19 are replaced with a ‘net-interest’ amount, which is
calculated by applying the discount rate to the net defined benefit liability
or asset.
Issued June 2011, Effective date: Annual periods beginning on or after
1 January 2013

Amendments to IAS 16 – Property
plant and Equipment
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5.

New accounting policies adopted (continued)

5.3

Impact of standards and interpretations in issue but not yet effective (continued)
Amendments to IAS 32
– Financial Instruments –
Presentation

The amendments to IAS 32 clarify that income tax relating to distributions
to holders of any equity instrument and to transactions costs of an equity
transaction should be accounted for in accordance with IAS 12 Income
Taxes.
Issued December 2011, Effective date: Annual periods beginning on or
after 1 January 2014.

The Corporation is in the process of assessing the impact of IFRS 9, the amended IAS 19 and IFRIC 20. The Corporation
has assessed the remaining amendments and new standards and does not believe that the adoption of these will have
a material impact on the financial results or disclosures of the Corporation.

6.

Significant accounting policies

6.1

Property and equipment
Property, vehicles and equipment are stated at their revalued amounts, being the fair value at the date of revaluation,
less any subsequent accumulated depreciation and subsequent accumulated losses. Revaluations are performed with
sufficient regularity such that the carrying amounts do not differ materially from those that would be determined using fair
values at the end of each reporting period.
Subsequent costs are included in the asset’s carrying amount or recognised as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Corporation and the cost of the
item can be measured reliably. All other repairs and maintenance costs are charged to profit or loss during the financial
period in which they are incurred.
Depreciation is calculated on the straight line method to allocate the cost of each asset, to their residual values over their
estimated useful lives as follows:
Buildings
Building improvements
Furniture and fittings
Computers
Office equipment
Vehicles

40 years
20 years
10 years
4 years
4 years
5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at each reporting date. An asset’s
carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is greater than its
estimated recoverable amount.
Gains and losses on disposals are determined by comparing proceeds with carrying amount. These are included in
profit or loss.
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6.

Significant accounting policies (continued)

6.1

Property and equipment (continued)
Impairment
An impairment review of property, plant and equipment is carried out when there is an indication that these may be
impaired by comparing the carrying amount thereof to its recoverable amount. The Corporation’s operations as a whole
constitute the smallest cash-generating unit.
The recoverable amount thereof is the Corporation’s market capitalisation adjusted for the carrying amounts of financial
assets that are tested for impairment separately. Where the recoverable amount is less than the carrying amount, the
impairment charge is included in other net expenditure in order to reduce the carrying amount of property, plant and
equipment to its recoverable amount. The adjusted carrying amount is depreciated on a straight-line basis over the
remaining useful life of property and equipment.

6.2

Revenue recognition
Revenue comprises the fair value of the consideration received or receivable for the sale of services in the ordinary course
of the Corporation’s activities.
The Corporation recognises revenue when the amount of revenue can be reliably measured, it is probable that future
economic benefits will flow to the entity and specific criteria have been met for each of the Corporation’s activities as
described below.

6.2.1

Premium income
Premium income is recognised in the accounting period in which it accrues. Premiums are received in arrears.

6.2.2 Finance income
Finance income is recognised on a time-proportion basis using the effective interest method. When a receivable is impaired,
the Corporation reduces the carrying amount to its recoverable amount, being the estimated future cash flow discounted
at the original effective interest rate of the instrument, and continues unwinding the discount as interest income. Interest
income on impaired loans is recognised using the original effective interest rate.

6.3

Cash and cash equivalents
Cash and cash equivalents includes cash on hand, deposits held at call with banks and other short term highly liquid
investments with original maturities of three months or less.

6.4

40

Trade and other payables
Trade and other payables are obligations to pay for goods or services that have been acquired in the ordinary course
of business. Trade and other payables are classified as current liabilities if payment is due within one year or less (or in
the normal operating cycle of the business, if longer). If not, they are presented as non-current
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6.

Significant accounting policies (continued)

6.4

Trade and other payables(continued)
liabilities.
Trade payables are recognised initially at fair value and subsequently measured at amortised cost using the effective
interest method.

6.5

Provisions
A provision is recognised when the Corporation has a present obligation (legal or constructive) as a result of a past event
for which it is probable that an outflow of economic benefits will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.
The amount recognised as a provision is the best estimate of the consideration required to settle the present obligation at
the end of the reporting period, taking into account the risks and uncertainties surrounding the obligation. When a provision
is measured using the cash flows estimated to settle the present obligation, its carrying amount is the present value of
those cash flows (when the effect of the time value of money is material).

6.5.1 Onerous contracts
Present obligations arising under onerous contracts are recognised and measured as provisions. An onerous contract is
considered to exist where the Corporation has a contract under which unavoidable costs of meeting the obligations under
the contract exceed the economic benefits expected to be received from the contract.

6.5.2 Contingent liabilities acquired in a business combination
Contingent liabilities acquired in a business combination are initially measured at fair value at the acquisition date. At the
end of subsequent reporting periods, such contingent liabilities are measured at the higher of the amount that would be
recognised in accordance with IAS 37 and the amount initially recognised less cumulative amortisation recognised in
accordance with IAS 18 Revenue.

6.6

Leases
A finance lease transfers substantially all the risks and rewards of ownership of an asset to the Corporation. Assets subject
to finance leases are capitalised as property, plant and equipment at the fair value of the leased asset at inception of the
lease, with the related lease obligation recognised at the same amount. Capitalised leased assets are depreciated over
their estimated useful lives.
Finance lease payments are allocated between finance costs and the capital repayments, using the effective interest
method
Minimum lease payments on operating leases are charged against operating profit on a straight-line basis over the lease
term.
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6.

Significant accounting policies (continued)

6.7		
Taxation
The Corporation is domiciled in Zimbabwe. Under the current laws of Zimbabwe there is no income, estate, corporation,
capital gains or other taxes payable by the Corporation. This is with exception of value added tax (“VAT”) and Corporation’s
employees Pay As You Earn (“PAYE”) which are due and payable when applicable.

6.8

Financial instruments
A financial instrument is a contract that gives rise to a financial asset of one entity and a financial liability or equity
instrument in another entity. The Corporation’s financial instruments consist primarily of the following financial assets:
non-current receivables, cash and cash equivalents, trade and other receivables; other current financial assets; and the
following financial liabilities: borrowings, trade and other payables, and certain derivative instruments.

Fair value
Where financial instruments are recognised at fair value, the instruments are measured at the amount for which an asset
could be exchanged, or a liability settled, between knowledgeable, willing parties in an arm’s length transaction. Fair
values have been determined as follows:
•
•

Where market prices are available, these have been used.
Where there are no market prices available, fair values have been determined using valuation techniques
incorporating observable market inputs or discounting expected cash flows at market rates.

The fair value of the trade and other receivables, cash and cash equivalents, and trade and other payables approximates
their carrying amount due to the short maturity period of these instruments.

Effective interest method
The effective interest method is a method of calculating the amortised cost of a financial asset or financial liability and of
allocating interest income or expense over the period of the instrument.		
Effectively, this method determines the rate that exactly discounts the estimated future cash payments or receipts through
the expected life of the financial instrument or, if appropriate, a shorter period, to the net carrying amount of the financial
asset or liability.

Financial assets

		
The Corporation classifies financial assets into the following categories:
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•
•
•
•
•

At fair value through profit or loss (FVTPL).
Loans and receivables.
Held-to-maturity (HTM).
Available-for-sale (AFS).
The classification of the financial assets is dependent on the purpose and characteristics of the particular
financial assets and is determined at the date of initial recognition. Management reassesses the classification
of financial assets on a biannual basis.
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Financial instruments (continued)
Financial assets at fair value through profit or loss (FVTPL) (continued)
Financial assets are classified as at FVTPL when the asset is either held-for-trading or is a derivative that does not satisfy
the criteria for hedge accounting or is designated at FVTPL. A financial asset is designated at FVTPL on initial recognition
if this designation provides more useful information because:
•
•

it eliminates or significantly reduces a measurement or recognition inconsistency (i.e. an accounting mismatch);
or
the financial asset is part of a group of financial assets, financial liabilities or both, that is managed and its
performance evaluated on a fair value basis in accordance with a documented risk/investment management
strategy, and information regarding this grouping is reported internally to key management on this basis.

In addition, if a contract contains one or more embedded derivatives, the entire contract can be designated at FVTPL.
Financial assets at FVTPL are recognised at fair value. Any subsequent gains or losses are recognised in profit or loss.
Financial assets which have been designated at FVTPL consist of trade receivables due in respect of sale of concentrate.
The reason for this designation is that the receivables due from the third parties are based on concentrate sold to them
which is only priced three months into the future. The pricing is therefore dependent on commodity and exchange rate
movements in the interim period. Consequently, the receivables are initially reflected at fair value. This receivable is then
re-measured on a monthly basis based on the movement in the forward curves of commodity prices and exchange rates.
Any gains/losses on these remeasurements are reflected in revenue.
Financial assets classified as held-for-trading comprise the foreign forward exchange contracts which are not designated
as hedges in terms of IAS 39 – Financial Instruments: Recognition and Measurement.

Loans and receivables
Financial assets that are non-derivative with fixed or determinable payments that are not quoted in an active market are
classified as ‘loans and receivables’.
Loans and receivables are measured at amortised cost using the effective interest method. Any subsequent impairment
is included in the determination of other net income/expenditure.
Loans, trade and other receivables, and cash and cash equivalents with short-term maturities have been classified as
‘loans and receivables’. Loans and receivables are considered as current if their maturity is within a year, otherwise they
are reflected in non-current assets.
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6.8

Financial instruments (continued)
Held-to-maturity (HTM)
Non-derivative financial assets with fixed or determinable payments and fixed maturities that the Corporation has an
intention and ability to hold to maturity are classified as held-to-maturity.
These financial assets are measured at amortised cost using the effective interest method. Any subsequent impairment,
where the carrying amount falls below the recoverable amount, is included in the determination of other net income/
expenditure.
The Corporation held no HTM instruments during the period or at year end.

Available-for-sale (AFS)
Other non-derivative financial assets are classified as AFS which are initially recognised at fair value. Any subsequent
gains or losses are recognised directly in other comprehensive income, unless there is objective evidence and the
fair value has declined below cost less accumulated impairments. On disposal or impairment of the financial asset, all
cumulative unrecognised gains or losses, which were previously reflected in equity, are included in profit or loss for the
period.

Impairment
Financial assets that are not held-for-trading or designated at FVTPL are assessed for objective evidence of impairment
at the reporting date (e.g. evidence that the Corporation will not be able to collect all the amounts due according to
the original terms of the receivable). If such evidence exists, the impairment for financial assets at amortised cost is
measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows,
discounted at the original effective interest rate.
The carrying amount of these financial assets, with the exception of trade receivables, is reduced by the impairment.
Trade receivables are reduced through an allowance account, with movements in the allowance account included in the
determination of net income/expenditure.
If a decline in fair value has been recognised in equity in respect of an AFS instrument and there is objective evidence
that the asset is impaired, then the cumulative loss recognised in equity is reversed from equity and reflected in profit
or loss even if the financial asset has not been derecognised. An impairment loss recognised on an investment in an
equity instrument classified as AFS is not reversed through profit or loss. However, for any other AFS instruments, if in
a subsequent period the fair value increases and the increase can be objectively linked to an event occurring after the
impairment loss was recognised in profit or loss, the impairment loss is reversed, with the reversal reflected in profit or
loss.

Classification between debt and equity

44

Debt and equity instruments are classified according to the substance of the contractual arrangements entered into.
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6.8

Financial instruments (continued)
Equity instruments
An equity instrument represents a contract that evidences a residual interest in the net assets of the Corporation. Equity
instruments issued by the Corporation are recorded at the proceeds received, net of direct issue costs.

Financial liabilities
Financial liabilities are classified as either financial liabilities at FVTPL or other financial liabilities.

Financial liabilities at FVTPL
Financial liabilities are classified as at FVTPL when the liability is either incurred for trading or is a derivative that does not
satisfy the criteria for hedge accounting or is designated at FVTPL. A financial liability is designated at FVTPL on initial
recognition if this designation provides more useful information because:
•
•

it eliminates or significantly reduces a measurement or recognition inconsistency (i.e. an accounting mismatch); or
the financial liability forms part of a group of financial assets, financial liabilities or both, that is managed and
its performance evaluated on a fair value basis in accordance with a documented risk/investment management
strategy, and information regarding this grouping is reported internally to key management on this basis.

In addition, if a contract contains one or more embedded derivatives, the entire contract can be designated at FVTPL.
Financial liabilities at FVTPL are recognised at fair value. Any subsequent gains or losses are recognised in profit or loss.
Financial liabilities which have been designated at FVTPL consist of trade creditors due in respect of purchase of
concentrate. The reason for this designation is that these liabilities due to the third parties are based on concentrate
purchased from them which is only priced three months into the future. The pricing is thus dependent on commodity and
exchange rate movements in the interim period. Consequently, the liability is initially reflected at fair value. This liability is
then re-measured on a monthly basis based on the movement in the forward curves of commodity prices and exchange
rates. Any gains/losses on the re-measurements are reflected in cost of sales.
Financial liabilities which are regarded as held-for-trading comprise the foreign forward exchange contracts which have
not been designated as hedges.

		
Other financial liabilities

Other financial liabilities are recorded initially at the fair value of the consideration received, which is cost net of any
issue costs associated with the borrowing. These liabilities are subsequently measured at amortised cost, using the
effective interest method. Amortised cost is calculated taking into account any issue costs and any discount or premium
on settlement.
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6.8

Financial instruments (continued)
Borrowings, obligations under finance leases and trade and other payables have been classified as other financial
liabilities.

Loan commitments
Loan commitments provided at below market interest rates are measured at initial recognition at their fair values and if
not designated at FVTPL, are subsequently measured at the higher of:

6.9

•

the amount of the obligation in terms of the contract as determined in accordance with IAS 37 (Provisions,

•

Contingent Liabilities and Contingent Assets); or
the amount initially recognised less the cumulative amortisation recognised in accordance with IAS 18 – Revenue.

Foreign currencies
The United States dollar (USD) is the functional currency of the Corporation. Foreign currency transactions are recorded
at the spot rate of exchange on the transaction date. At the end of the period, monetary assets and liabilities denominated
in foreign currencies are translated at rates of exchange ruling at the reporting date. Non-monetary assets and liabilities
carried at fair value are translated at the rate of exchange ruling at the date of determining the fair value. Non-monetary
items that are denominated in foreign currencies and measured at historical cost are not retranslated. Foreign exchange
differences arising on monetary items are reflected in profit or loss except in limited circumstances.
The financial position of the Corporation’s foreign operations is translated into USD, using the exchange rate ruling
at the end of the reporting period. Income and expenses are translated at the average exchange rates for the period.
If the exchange rates fluctuate significantly, then the items are translated at the exchange rates ruling at the date of
the transaction. All resulting exchange differences on the Corporation’s foreign operations are recognized in other
comprehensive income.

6.10

Borrowing costs
Borrowing costs are charged to interest paid. When borrowings are utilised to fund qualifying capital expenditure, such
borrowing costs are capitalised in the period in which the capital expenditure and related borrowing costs are incurred.

6.11

Employee Benefits

6.11.1 Short-term employee benefits
Remuneration paid to employees in respect of services rendered during a reporting period is recognized as an expense
in that reporting period. Accruals are made for accumulated leave and are measured at the amount that the Corporation
expects to pay when the leave is used.
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6.11.2 Termination benefits
Termination benefits are charged against income when the Corporation is demonstrably committed to terminating the
employment of an employee or Corporation of employees before their normal retirement date.

6.11.3 Post-employment benefits
Defined contribution plans
Retirement, provident and pension funds
Contributions to defined contribution plans in respect of services rendered during a reporting period are recognised as
an expense in that period.

Defined benefit plans
Post-retirement medical aid liability
The post-retirement medical aid liability is recognised as an expense systematically over the periods during which
services are rendered using the projected unit credit method. Independent actuarial valuations are conducted annually.

Defined benefit plans
Actuarial gains and losses arising as a result of experience adjustments and/or the effects of changes in actuarial
assumptions are recognised as income or expenditure as and when they occur. Any increase in the present value of plan
liabilities expected to arise from employee service during the period is charged to operating profit. The expected return
on plan assets and the expected increase during the period in the present value of plan liabilities are included in interest
income and interest expense.
Past-service cost is recognised immediately to the extent that benefits are already vested and otherwise is amortised on
a straight-line basis over the average period until the benefits become vested.
The retirement benefit obligation recognised at the reporting date represents the present value of
the defined benefit obligation as adjusted for unrecognised past-service costs and as reduced by the fair value of scheme
assets.
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7.

Investment income

Finance income:
Bank deposits
Available for sale investments
		
		

8.

24 525
33 102
57 627

--------0....0_0—--43 350
43 350

14 743
16 370
31 113

17 742
952
18 694

18 026
15 014
149 988
1 443 953
34 738

18 696
15 051
284 150
956 884
82 134

25 268
21 505
20 125
56 523
11 034
138 216
16 534
28 271
1 979 195

22 350
17 319
36 615
9 984
118 459
14 837
6 879
1 583 358

1 373 934
8 461
61 558
1 443 953

899 285
7 249
50 350
956 884

Operating expenses
Included in profit or loss for the year are the following items:
Administration expenses:
- Utilities
- Cell phone charges and internet services
- Other administration expenses
Staff costs (note 9.1)
Operating lease payments (note 10)
Other expenses:
- Corporation fees
- Audit fees: statutory audit
2011 under provision
- Depreciation
- Consultancy fees
- Foreign travel
- Subscriptions to professional organizations
- Repairs and maintenance

9.1

2011
US$

Other income

Interest on staff loans
Sundry income
		
		

9.

2012
US$

Staff costs
Salaries and other short-term employee benefits
National Social Security Authority cost
Pension costs
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10.

Protection payments
Genesis Investment Bank deposit pay outs in progress amount to $11 750 and Royal Bank deposit pay outs to commence
during the first quarter of 2013 amount to $488 077.

11.

Operating lease payments
The Deposit Protection Corporation lease of premises from Mining Industry Pension Fund was terminated on 31 May
2012. Lease payments for 2012 were $34 738 (2011 - $82 134).

12.

Pension fund
Contributions are made to the following funds by both employees and the Corporation:

The Deposit Protection Corporation Pension Fund
The pension fund to which all permanent employees and the Corporation contribute to is a defined contribution plan which
is administered by Old Mutual Zimbabwe. This fund is subject to the Pension and Provident Funds Act (Chapter 24:09).
Contributions by the Corporation amount to 12% and those by employees amount to 6% of pensionable emoluments.

National Social Security Authority
The Corporation and its employees contribute to the National Social Security Authority scheme. This is a social security
scheme which was promulgated under the National Social Security Act (Chapter 17:04). The Corporation’s obligations
under the scheme are limited to specific contribution legislated from time to time.
The Corporation’s contributions to both funds were:

Pension fund
National Social Security Authority

2012
US$

2011
US$

61 558
8 461
70 019

50 350
7 249
57 599
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13.

Property, plant and equipment

			

		
			
Motor
Office
Furniture
		
Buildings
vehicles
equipment
& fittings
		
US$
US$
US$
US$
Cost
Balance at 1 January 2011
163 568
11 397
33 200
Additions
840 000
1 209
Disposals
- (108 600)
Balance at 31 December 2011
840 000
55 068
12 606
33 200
Additions
79 481
8 275
38 659
Disposals
(48)
Balance at 31 December 2012
919 481
54 968
20 881
71 811
Accumulated depreciation
Balance at 1 January 2011
Disposals
Depreciation expense
Balance at 31 December 2011
Disposals
Depreciation expense
Balance at 31 December 2012
Carrying amount 31 December 2011
Carrying amount 31 December 2012
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23 368
23 368
840 000
896 113

98 341
(71 540)
19 225
46 026
8 229
54 255
8 942
713

11 240
369
11 609
1 318
12 927
997
7 954

13 968
8 608
22 576
(1)
9 439
32 014
10 624
39 797

Computer
equipment
US$

Total
US$

35 513
16 399
51 912
34 406
(15 461)
70 857

243 678
857 608
(108 600)
992 686
160 821
(15 509)
1 137 998

14 618
8 413
23 031
(8 779)
14 169
28 421
28 881
42 436

138 167
(71 540)
36 615
103 242
(8 780)
56 523
150 985
889 444
987 013

DEPOSIT PROTECTION CORPORATION

NOTES TO THE
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for the year ended 31 December 2012 (continued)

14.

Other financial assets

At 1 January
Additions
Disposals
Fair value gains
At 31 December

2012
US$

2011
US$

793 461
35 302
828 763

450 000
(450 000)
-

665 302

-

163 461
828 763

-

Analysis of other financial assets:
Financial assets carried at fair value
through profit or loss (FVTPL)
Non-derivative financial assets designated as at FVTPL (i)
Held to maturity investments carried at amortised cost
Bills of exchange (ii)

15.

(i)

The Corporation holds unit trusts through Old Mutual in the Equity Fund and Money Market Gross Fund. These
have been measured at fair value at the reporting date.

(ii)

The Corporation holds bills of exchange at a rate of 11% with the Commercial Bank of Zimbabwe (CBZ) and
10% with Zimbabwe Allied Banking Group (ZABG). The deals have maturity dates ranging from 3 to 6 months
from the end of the reporting period. None of these assets had been past due or impaired at the end of the
reporting period.

Trade and other receivables						

			

		
Trade receivables
Other receivables

2012
US$

2011
US$

837 421
258 445
1 095 866

759 688
297 044
1 056 732

There we no impairment allowances for the year ended 2012.
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15.

Trade and other receivables (continued)
Age of receivables that are past due but not impaired
Receivables are as follows:
Less than 30 days
Between 31 – 90 days
Greater than 90 days

634 710
46 509
156 202
837 421

602 207
73 772
83 709
759 688

Other receivables are due within twelve months from the reporting date.
The maximum exposure to credit risk at the reporting date is the fair value of receivables mentioned above. The
Corporation does not hold any collateral as security.
The carrying amount of trade and other receivables approximate fair value.

16.

Cash and bank balances

Cash on hand
Cash at bank

2012
US$

2011
US$

375
83 567
83 942

1 362
112 615
113 977

Cash and cash equivalents
Cash and cash equivalents of the Corporation comprises of the
following:
Financial assets
Cash and bank balances
		
		

17.
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Borrowings

828 763
83 942
912 705

113 977
113 977
		

Bank loan
369 471
		
Secured by a mortgage over the Corporation’s building (see note 13) from the Commercial Bank of Zimbabwe (CBZ),
repayable in equal instalments over a five year period. The weighted average effective interest rate on the bank loan is
9.20% per annum.
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18.

Trade and other payables

				
2012
US$

2011
US$

82 781
24 326
107 107
	              	

56 783
3 469
60 252

Leave pay provision
Other accruals

The carrying amount of trade and other payables approximate fair value.

19.

Provisions

		
		

Protections payments

2012
US$

2011
US$

492 927

-

The provision for protection payments represents the present value of the director’s best estimate of the future outflow
of economic benefits that will be required under the Corporation’s obligations as set out in the Deposit Protection
Corporation Act. The estimate has been made on the basis of the number of depositors in Royal Bank and Genesis as
at the reporting date.
There is a contingent liability of $862 569 that will become payable to depositors of Interfin Bank if the bank is liquidated.
The bank is currently under curatorship and its fate after the curatorship is uncertain.

20.

Related party transactions

		

		
Key management compensation shown below.
Salaries and other short-term employee benefits
Defined contribution plan

2012
US$

2011
US$

778 212
32 563
810 775

607 804
28 120
635 924

The Corporation has provided several of its key management personnel with short-term loans at a rate of 6% being
the ZIMRA prescribed rates. Further information has been set out below:
Loans to key management

172 941

243 449
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21.

Financial instruments

21.1

Significant accounting policies
Details of significant accounting policies, including the recognition criteria, the basis for measurement and the basis on
which income and expenses are recognised, in respect of each category of financial asset, financial liability and equity
instrument are disclosed under the note in accounting policies.

21.2

Categories of financial instruments

		

2012
US$

2011
US$

83 942

113 977

665 262

-

163 461
1 095 866

1 056 732

Financial liabilities
Trade and other payables

107 107

60 252

Borrowings

369 471

-

		
Financial assets
Cash and bank balances
Fair value through profit or loss (FVTPL)
Designated as at FVTPL
Held to maturity investments
Loans and receivables

21.3

Interest rate risk
The Corporation is exposed to interest rate risk because the Corporation borrows funds at both fixed and floating interest
rates.
The Corporation’s exposures to interest rates on financial assets and financial liabilities are detailed in the liquidity risk
management section of this note

21.4

Liquidity risk		
Liquidity risk is the risk that the Corporation will be unable to meet a financial commitment in any location or currency.
This risk is minimized through the holding of cash balances and other financial assets (refer to note 14). In addition,
detailed cash flow forecasts are regularly prepared and reviewed by management. The cash needs of the Corporation
are managed according to its requirements.
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21.

Financial instruments (continued)

21.4

Liquidity risk (continued)
The following table details the Corporation’s remaining contractual maturity for its financial liabilities. The table has been
compiled based on the undiscounted cash flows of financial liabilities based on the earliest date on which the Corporation
can be required to repay the liability. The cash flows include both the principal and interest payments. The adjustment
column includes the possible future cash flows attributable to the financial instrument which are not included in the
carrying value of the financial liability at reporting date.
Weighted average
Less than
1 to 5
Effective
12 months
years
+ 5 years
Total
interest rate
US$
US$		
US$
		
Non derivative financial instruments
2012
Interest bearing borrowings
Trade and other payables

2011
Interest bearing borrowings
Trade and other payables

9.20%
N/A
170 506

63 399
107 107
306 092

306 092
-

-		369 471
-		107 107
-		476 598

N/A
N/A
60 252

60 252
60 252

-

-		
-		60 252
-		60 252
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21

Financial instruments (continued)

21.5

Credit risk
The carrying amount of the financial assets represents the Corporation’s maximum exposure to credit risk without taking
into consideration any collateral provided:
Maximum credit risk
2012
US$

2011
US$

828 763
1 095 866
83 942
2 008 571

1 056 732
113 977
1 170 709

Financial assets and other credit exposures
Other financial assets
Trade and other receivables
Cash and cash balance

22.

Going concern
The Directors have assessed the ability of the Corporation to continue operating as a going concern and believe that the
preparation of these financial statements on a going concern basis is still appropriate. However, the Directors believe
that under the current economic environment a continuous assessment of the ability of the Corporation to continue to
operate as a going concern will need to be performed to determine the continued appropriateness of the going concern
assumption that has been applied in the preparation of these financial statements.
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