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Investing with the times

Africa is known for its spectacular and diverse landscapes, captivating scenery and abundant wildlife.
It is also a continent bursting with passion, pride and potential.
This past financial period has not been without challenges. We have had to operate in sluggish
and volatile, local and global economic conditions. Like our fellow Africans, Ecsponent seeks and
conquers challenges, finding opportunities in areas some may overlook and persevering courageously
to achieve results over time. Our proven long-term track record transparently displays our enthusiasm
for wealth creation.
We remain positioned to withstand the tides of an ever evolving and complex operating environment
by taking bold but necessary steps in order to ensure the Group’s sustainability.
As the Group is on the brink of significant evolution and change, this report celebrates the unique
natural beauty of the African continent. As an African country, we are invested in playing our role in
the continent’s success story.
We look forward to continuing the journey to a rewarding 2020.

“To my compatriots, I have no hesitation in saying that each one of us is as intimately attached to the soil of
this beautiful country as are the famous jacaranda trees of Pretoria and the mimosa trees of the bushveld.”
Former President Nelson Mandela inauguration speech, May 1994.
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About this Report
This report covers Ecsponent Limited’s activities for the 12-month financial
period ending 30 June 2019 and includes material issues up to the date of
publication of this report.
It provides an assessment of the Group’s ability to create value,
by reflecting on the past financial year and considering the
issues that are material to the business and our stakeholders.

Basis of preparation
In preparing and finalising the information presented in this
report, we were informed and guided by local and international
frameworks reporting and guidelines. The report highlights the
Group’s strategy and the drivers influencing the achievement
of our objectives in the medium to long term. It provides key
operating and financial information, executive commentaries
and relevant governance and risk reviews.
Where applicable, information in this report has been extracted
from other publications from our reporting platform. This
includes the Group Consolidated Financial Statements for the
year ended 30 June 2019, which have been audited by Nexia
SAB&T who expressed an unmodified opinion thereon.
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These reports provide the necessary information to enable
stakeholders to make informed assessments of the Group’s
performance and identify its outlook in the short, medium and
long term. The management of the Group’s business units
have reviewed and approved the Annual Report’s content. The
Group’s Audit and Risk committee reviewed and recommended
the Annual Report to the Board of Directors for approval.

2019 reporting suite
This 2019 Annual Report provides a concise overview
of the Group’s economic and governance performance.
Complementing this report are several other reports that are
produced for specific stakeholders and which also provide
more detailed financial and governance information, as
well as social and environmental information. A list of these
reports may be found on the contents page. These and other
associated reports are available on the Group’s corporate
website at www.ecsponentlimited.com/2019-financialresults/ and should be read in conjunction with this report.

These reports provide the necessary information to enable
stakeholders to make informed assessments of the Group’s
performance and identify with the Group’s outlook in the short,
medium and long term.

Forward-looking statements
This document contains certain forward-looking statements
with respect to the financial condition, results of operations
and business of Ecsponent as well as certain of the plans
and objectives of the Group. Examples of forward-looking
statements include statements made about our strategy and
future developments in our organic business.
Forward-looking statements can be identified generally as
those containing words such as "anticipates", "assumes",
"believes", "estimates", "expects", "should", "will", "will likely
result", "forecast", "outlook", "projects", "may" or similar
expressions. By their nature, forward-looking statements
involve risk and uncertainty because they relate to future
events and circumstances and there are many factors
that could cause actual results and developments to differ
materially from those expressed or implied by these forwardlooking statements.
These factors include, but are not limited to, domestic and
global economic and business conditions, the successful
implementation of our strategy and our ability to realise the
benefits of this strategy, our ability to develop and market
new products, changes in legislation, competitive activity,
changes in exchange and interest rates, changes in tax rates,
pension costs and actuarial assumptions and employee costs,
our ability to identify and complete successful acquisitions
and to integrate those acquisitions into our business, our
ability to successfully exit certain businesses or restructure

Richard Connellan
Chairman

our operations, the rate of technological changes, political,
economic and other developments in countries where
Ecsponent operates, industry consolidation and competition.
As a result, Ecsponent's actual future results may differ
materially from the plans, goals and expectations set forth in
such forward-looking statements. For a discussion of factors
that could cause future results to differ from such forwardlooking statements, also see comments on Risk Management
on page 54 of this report.

Feedback
We look forward to receiving your feedback on our reports to
assist us in providing meaningful and relevant information.
Please contact us at investor.relations@ecsponent.com

Statement from the Board of Ecsponent Limited
The Board of directors acknowledges its responsibility for
overseeing the integrity and completeness of this report
and had applied its collective mind to its preparation and
presentation, including the appropriateness of the reporting
framework used. As a collective, the Board has appropriately
and diligently considered these aspects, including material
matters, while reflecting the Group’s performance and
strategy accurately.
In addition, the Board believes in the application of good
governance and as such has applied the King IV principles
throughout this report.
This annual report was unanimously approved by the Board
and is signed on its behalf by

Terence Gregory
Group Chief Executive
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TO REACH GREAT
HEIGHTS,
YOU NEED
TRUE DEPTH.
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Chairman’s Statement

Despite tough trading conditions, the
period to 30 June 2019 represents
a historic year for Ecsponent as the
Company continued its strategy of
acquiring quality investments into
niche industries with innovative value
propositions and high barriers to entry.

Richard Connellan
Independent non-executive chairman

Introduction
Gross assets grew to R3.17bn and the Group concluded its
most significant investment to date. Despite tough trading
conditions, the period to 30 June 2019 represents another
milestone year for Ecsponent as the Company continued its
strategy of acquiring quality investments into niche industries
with innovative value propositions and high barriers to entry.
The quantum of the investment into Frankfurt listed MyBucks
S.A. (“MyBucks”) during the year dominates the Company’s
balance sheet and provides a unique platform that could
remarkably bolster Ecsponent’s profitability and growth in the
longer term. Ecsponent is currently the majority stakeholder
in MyBucks.
MyBucks is a digital banking group that uses technology to
provide financial services and products to consumers in several
African countries.
MyBucks’ retail banks have the ability to generate strong
earnings as demonstrated by a net profit of E9 million

8

reported for the year under review. The CEO’s report contains
contain more information on the recapitalisation and turnaround at MyBucks.
The MyBucks investment aligns with the Company’s
strategy and provides Ecsponent with further geographical
diversification. It not only adds meaningful critical mass to
our business but provides access to five banking licences with
further expansion opportunities for our investment products
and increased exposure to hard currency assets, providing a
natural Rand hedge.
Once-off costs and the conversion of our interest in MyBucks
from debt to equity negatively impacted revenue from credit
operations in the short-term, which was further exacerbated by
weak trading conditions in operational areas, resulting in a loss
in earnings per share of 23.66 cents per share and a headline
loss in earnings per share of 12.64 cents for the year under
review respectively.
Despite economic headwinds, Ecsponent is now uniquely
positioned as a truly African based investment group with
presence in eight African countries managing and investing

Gross assets

Controlling stake

Present in

R3.17bn

in MyBucks

8 African countries
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Continuing Ecsponent’s strategy of acquiring quality investments despite economic turbulence.

in multiple alternative asset classes, both on and off-balance
sheet. The MyBucks investment not only provides Ecsponent
with considerable scale but has the capacity to generate strong
cash flows outside of the common monetary area.

While not entirely immune to exogenous economic and
political impacts, the Group’s 2020 financial year represents
a transition phase for Ecsponent with the impact of especially
the MyBucks transactions is expected to positively contribute
to the balance sheet growth trajectory over the medium term.

Macro-economic overview
To fund the deficit, government debt is expected to rise to more
than R3trn in the current fiscal year. It is anticipated to exceed
R4.5trn in the next three years (the medium term). That will
bring the debt-to-GDP ratio to 71.3% in 2022 - 23. Exacerbating
the problem is growth expectations being revised down from
the 1.5% forecast in the main budget in February to around
0.5% for 2019.
The array of fiscal limitations will continue to constrain
general government, leaving it with very limited room to raise
expenditure to provide some stimulus to a fragile economy.
However, the impact of public sector spending on the economy
can be significantly limited through a more effective roll-out of
its localisation strategies.
Arresting and ultimately reversing the long-term decline in the
economy’s growth potential and the rising trend in government
debt are deemed crucial by the credit rating agencies. They
are also highly concerned with the enormous burden that
financially-constrained state-owned companies, especially
Eskom and South African Airways, are placing on the fiscus.
Adding to local economic challenges, is the escalation of
trade tensions between the US and some of its major trading
partners that continues to rattle the multilateral trade order
and, through extensive transmission effects, is reinforcing the
world economy’s slowing momentum.

Changes to the Board
During the year under review, the Group’s majority shareholder
and vice chairman of the Board of directors since 2017, George
Manyere took up an executive role. As an entrepreneur and
investment banker with considerable experience in structuring
major investment and acquisition deals in sub-Saharan
Africa, he has had notable influence in structuring material
transactions and investments for the Group and advising the
Board to position Ecsponent for future growth.
Mr Brandon Topham resigned as an independent non-executive
director from the Board, effective 31 January 2019 and joined
the Financial Sector Conduct Authority as divisional executive
for investigations and enforcements. Brandon served as an
Ecsponent director since 2010 and was the chairman of the
Audit and Risk Committee.
Mr Willem Oberholzer, an independent non-executive director
of the Company, resigned from the Board of directors and
committees of the Company with effect from 31 July 2019 to
assume an executive role within a Group equity portfolio and to
pursue his other business interests.
On behalf of the Board and Company, I wish to extend
our sincere appreciation to Brandon and Willem for their
contribution and services and we wish them every success in
their new endeavours.
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As part of Ecsponent’s succession plan, Mr Terence Gregory
will step down as Chief Executive Officer of Ecsponent on
31 December 2019. Mr Dirk van der Merwe, Ecsponent’s
current Financial Director, has been appointed by the Board
as Terence’s successor.
Dirk and Terence have worked closely together since 2010, and
we anticipate a smooth transition.
Personally, and on behalf of the Board and Company, I wish to
thank Terence for his exemplary dedication to Ecsponent and
contributions above and beyond the normal call of duty. We
look forward to working with him in his new capacity as nonexecutive director on the Board and wish only the best in his
future endeavours.

Conclusion
On behalf of the Board and management, I wish to thank our
shareholders for their ongoing support in what was a tough but
exciting year.
My thanks to my vice chairman for his enthusiasm and insight
into sub-Sarahan business and the opportunities offered.
Further, my thanks to my fellow directors for their constructive
input into the business affairs of the Ecsponent Group and also
my thanks to all our staff who always work with enthusiasm
and give the best they can.

I would further like to welcome Dirk in his new role as CEO as
we stand at the threshold of a new era in Ecsponent’s evolution.

Outlook and strategic objectives
Notwithstanding the current economic cycle, the Board
remains positive about Ecsponent’s medium to long-term
performance. The turn-around strategy of MyBucks will be
completed in the current financial year and is expected to
contribute meaningfully to profitability in the financial year
ending December 2020.
Cost of funding is expected to reduce in the medium term as
a result of economies of scale and the availability of cheaper
sources of funding.
Management’s focus will remain on the completion of the
MyBucks turn-around, growing the credit assets and potential
opportunistic investments in equity assets.

We are inspired
by the future and
opportunities
that the enlarged
business hold.
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Spanning Zimbabwe and Zambia, Victoria Falls provides views of the
biggest sheet of falling water on earth. Known as Mosi-oa-Tunya – “the
smoke that thunders” – Victoria Falls is so forceful that the spray sent up
by the plunging water rises up so high it can be seen from 50 kilometres
away: an incredible spectacle of the raw power of nature.

CEO’s Report

As my journey with Ecsponent is drawing
to an end, I reflected on the past by
paging through the annual reports the
Group published over the years.

Terence Gregory
Group Chief Executive

In December 2010, I provided commentary to the report as
interim CEO, having been appointed in September 2010. In that
year, the Group, having only two subsidiaries, announced a loss
of R9.08m and total assets of R8.77m rand.

Company to a financial services group and multiplied our
assets exponentially.
In 2014, we introduced a preference share programme,
which offered investors attractive yields and 100% capital
redemptions after five years. The first of these redemptions
took place in September this year, with a significant percentage
of investors entrusting their investments to us for a second
term. The investment structure was important as it provided
the Group with the capital to realise its growth aspirations.
Since inception, over R1.9bn has been raised through this
programme.

The 2010 report referenced a host of other changes – from
changing management, the Company secretary and auditors,
to announcing our intention to introduce more independent
representation on the Board of directors.
Since then, change, or rather evolvement, has been the norm
for the Ecsponent Group. In nine years, we have added multiple
subsidiaries and investments, evolved from a venture capital

ECSPONENT GROUP TOTAL ASSETS

(Rand million)

3 000
2 500
2 000
1 500
1 000
500

* 15-month period.
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31 June 2019

30 June 2018*

31 March 2017*

31 Dec 2015

31 Dec 2014

31 Dec 2013

0

Continuity gives
us roots; change
gives us branches,
letting us stretch
and grow and
reach new heights.
Pauline R. Kezer

In spite of this culture of evolution and change, certain
governing principles have remained consistent – strong ethics,
empowered management, our investment philosophy, and an
entrepreneurial approach to opportunities - have all prevailed.

R109.3m in the prior 15-month reporting period. Earnings
and headline earnings per share from continuing operations
subsequently contracted to a loss of 23.66 and 12.64 cents per
share per share respectively.

As I am preparing to hand over the baton of leadership to
Dirk, it is fitting that the Group is again embracing meaningful
change, with the further investment in MyBucks S.A. during
the year to 30 June 2019. The transaction diversifies the Group
from a pure financial services group and positions Ecsponent
as an African investment holding company with growing
banking assets.

Notwithstanding this short-term impact, the Board and
significant shareholders of Ecsponent are confident of the
growth potential that the MyBucks transaction brings.

Performance overview
Despite a challenging trading year, Ecsponent successfully
executed material corporate actions that continued to position
the Group well for sustained future growth in spite of an
unstable macro environment.
In addition to a challenging operating environment, the
Group’s performance for the year ended 30 June 2019 was
further affected by prolonged negotiations and regulatory
requirements on the MyBucks transaction. The cessation of
interest income from this investment negatively impacted
profitability and cash flow.
Following Ecsponent’s conversion of debt into equity and
taking a controlling stake in MyBucks, revenue consequently
contracted from R467m in the prior 15-month period to
R381.9m for the 12-month review period.
An after-tax loss of R254.5m was reported against a profit of
R82m in the prior 15-month period, with a negative net cash
position of R516.7m at year end against a positive position of

Total assets grew from R2.24bn as at June 2018 to R3.17bn, a
41.99% increase. Ecsponent has raised funding of R3bn for
onbalance sheet investments since inception. The first tranche
of the five-year programme was successfully redeemed during
the year under review with a total redeemable value of R42.5m.
Of this, more than 31% of funds were reinvested through the
various Ecsponent investment options.
The portfolio of off-balance sheet retail assets under
management increased from R376m in the prior 15-month
period to R2.5bn in the current period.
The Group successfully diversified its debt sources, introducing
R281m of institutional debt facilities into the business,
reducing the cost of borrowing through its listed Domestic
Medium-Term Note Programme. Notes totalling R65.4m were
issued between December 2018 and June 2019 under this
programme.
The Group continued to unlock value through capital recycling
initiatives. Capital raised through disposals has been deployed
in higher-yielding areas of the business.
For the year under review, the Group focused on three business
areas: Credit, Wealth division and Equity Holdings.

Ecsponent Annual Report ‘19
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Operational review

Credit

WEALTH

Equity holdings

Ecsponent provides specialised
finance to the underbanked SMEs/
entrepreneurs that are emerging as
key catalysts to economic growth
through their activities in the procuring
of goods for large corporates in their
local economies.

Ecsponent provides advisory services
that include stable investment
options such as life insurance,
retirement funding and short-term
investment products from a variety
of providers including household
name insurers such as Sanlam,
Momentum, Brightrock and FMI. Fund
solutions include retirement annuities,
preservation funds and living annuity
funds. Ecsponent does not take
balance sheet risk on these products.

To generate sustainable long-term
returns, Ecsponent continues to invest
in companies that operate in growth
segments in niche industries with high
barriers to entry and are therefore
likely to produce remarkable returns.

Demand for credit remains strong,
producing liquidity and cashflow in
the shorter term for the Group. The
conversion of credit assets to equity
assets during the year under review
decreased this business unit’s revenue
and profitability. Segmental revenue
of R248.8m was reported for the
year under review, against revenues
of R497.6m in the prior 15-month
period. The business unit incurred a
segmental after-tax loss of R147.2m
(2018: loss of R35.5m).

The Wealth business unit reported
segmental revenue of R234.9m for
the year under review against
R362.4m in the prior 15-month period.
A segmental after-tax loss of R14.3m
was reflected for FY19 (2018: profit
of R5.9m).

The Group holds investments in
various sectors, including
banking, financial services, asset
management and a small,
medium and micro enterprise
(“SMME”) portfolio.
Equity holdings reported segmental
revenues of R151.4m for the year under
review against a revenue of R41.3m in
the prior 15-month reporting period.
A segmental after-tax profit of R36.0m
was recorded (2018: R101.6m after
tax profit.

The price of doing
the same old
thing is far higher
than the price of
change.
Bill Clinton
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Investment philosophy
The Group’s investment philosophy has consistently driven
investments in assets positioned in high growth industries,
with high barriers to entry and considerable opportunities to
leverage the assets. It is as important to dispose of assets as
they reach their apex, thus realising maximum value.
The Group’s investments over the years in sectors such as
financial services, asset management and the like reflect
this strategy.
The demand for credit in South Africa, and elsewhere on the
continent, continues unabated. Credit assets, if well managed,
realise attractive returns in a market that is unlikely to reach
saturation in the next ten years. In addition, when applied with
the right moral compass, financial inclusion provides economic
upliftment to those who need it most.

The MyBucks S.A. investment
Since 2018, the Group announced and entered into
transactions that support its exposure to the MyBucks group
whilst contributing to our growth ambitions. Ecsponent
supported the growth of the MyBucks companies which
became the Group’s largest credit client. The MyBucks
acquisition is aligned to Ecsponent’s investment philosophy
and the discount at which the last tranche of R450m was
acquired allows for significant leverage on the investment.
The transaction gives the Group exposure to five fully-fledged
banks, a number of deposit taking institutions and investments
in multiple alternative asset classes, both on and off-balance
sheet. It further provides the base for Ecsponent to extend the
reach of its own products, whilst the Group now has bespoke
fintech platforms, MyBucks client base and territories to
support its business strategies.
The MyBucks investment is a Euro asset and provides a natural
hedge for Ecsponent’s mostly rand-based funding.
The MyBucks turn-around
The persistent financial underperformance of MyBucks
provides the ideal platform to ramp up the value of the
business. Ecsponent gained control of MyBucks on
4 June 2019. The Group immediately engaged with the
MyBucks’ management and other key shareholders and
are well advanced in the efforts to return the business to
profitability. Whilst the current financial results of MyBucks
reflects the clean-up of the overburden of excessive head office
costs and debt, management is confident in the turnaround of
the MyBucks group.

Considering its relative maturity and banking operations,
Ecsponent’s vision for MyBucks is leveraging the existing,
disruptive fintech platforms, applied in line with industry best
practice to maximise the digital banking base of the Group.
Businesses deemed as non-core were subsequently disposed.
Ecsponent has retained its interest in the banks which reported
a combined net profit of E9 million. The majority of these banks
are profitable with encouraging growth prospects in their
respective market, particularly when aligned with the strategy
I indicated above.

Looking to the future
In a high-performance culture such as Ecsponent’s, evolution
is inevitable, and change should be embraced. After nine years
of creating a sustainable business with a strong foundation,
the time is now right to elevate the Group yet again. The
management team is dedicated, experienced and imminently
capable of continuing the growth trajectory of the Group.
I have had the pleasure of working closely with Dirk from the
very beginning and have every confidence in his commitment
and ability. With his knowledge of the business and technical
acumen he is well qualified to lead Ecsponent and I wish him all
the best in all his endeavours.
In addition, Dirk is supported by the Group’s majority
shareholder, executive vice chairman of the Board and
recognised businessman George Manyere, who has provided
invaluable inputs to guide the business to where it is today.

Appreciation
I would like to extend my appreciation to my fellow Board
members and in particular to Richard and Keith who have
provided wisdom and counsel since the beginning of 2011,
ensuring that our decisions were made in the best interest
of our shareholders and other stakeholders. I would also like
to thank the amazing team of management and staff who
have embraced Ecsponent as their own and ensuring the
businesses success.
To our investors and shareholders, I am grateful for your
continued support and confidence in our abilities to take care
of your assets. With the Group’s new strategic outlook and
CEO, I believe Ecsponent is well positioned to continue value
creation for all our stakeholders.
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15

GROUP
OVERVIEW

Three Rondavels in Graskop, Mpumalanga.

Overview of Ecsponent
Investing with the times

Who we are
Ecsponent is an African, diversified financial services group. Our offerings range from investment and wealth advisory services,
credit solutions to small and medium enterprises (SMEs), enterprise development initiatives, and more recently we have added
banking, asset management and tax efficient venture capital investment structures. To generate sustainable capital gains, the Group
also invests in a variety of sectors and companies that have the potential to unlock wealth for investors.
Our core activities are in eight African countries and we have a spread of investments across multiple territories, currencies and
investment sectors. See pages 30 - 34 for more information about our footprint and operations.

South Africa
Eswatini
Malawi

Mozambique

Uganda

Zimbabwe
Zambia
Botswana

Our strategic initiatives

Focus

Diversification

Efficacy

Innovation

Growth

On generating high
yields and addressing
our clients’ diverse
investment needs.

Risk mitigation through
diversification of
our operations and
investments.

Agile response to
changing market
conditions to
position the Group
competitively.

Invest in banking,
credit and investments
solutions, which
combined with
technology will cater for
our clients’ needs.

Achieve consistent
growth for the Group.
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What we do

We assist our investors to grow their wealth
through innovative financial solutions that are catered
for the various stages of their personal wealth life
cycles. We provide an effective channel to market
which we leverage in order to market our own
products as well as third-party products.

We provide robust credit solutions that address
businesses’ needs. According to the World Trade
Organization, developing countries have not been able
to fully meet their local SMEs financial needs.

We invest in assets in high growth areas with
outstanding prospects and that offer exceptional
synergies to satisfy consumers’ latent needs or that
create markets where none existed before.
We have identified a number of high-growth
investment sectors, with a specific focus on the
growing potential of Africa.

We raise capital from retail and institutional
investors. This capital funds both our underlying
assets and potential equity investments, which are key
to our growth. Capital is raised through the following
listed and unlisted products:

We therefore provide:
›
Credit to our clients through responsible
lending practices
›
Facilitate payments and transactions for
emerging vendors
›
Provide training and support for vendors to
become part of the Supply Chain of large
corporates

›
›
›
›
›
›
›

Ordinary shares
Preference shares
Medium term notes
Linked loan units
Loan facilities
Asset management via Collective Investment
Scheme (CIS)
Other debt instruments and loan facilities

Ecsponent Annual Report ‘19
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Business Model
Headquartered in Pretoria, South Africa, our operations span
seven other African countries and our investments cover
multiple currencies and investment sectors.
As in the past and in building on the foundation we have
created since 2010, we find opportunities to invest in markets,
industries, or technologies that produce products and
solutions that satisfy consumers’ needs or to create markets
where none existed before.
To distinguish between operational investments and strategic
longer-term investments, the business model includes the
Wealth and Credit business units as operational investments
and Equity investments, which include a combination of listed
and private investments that represent longer-term and more
strategic assets.
Since the previous reporting period, our Financial Services
investments have been enhanced significantly. In June 2018,
we reported on our financial services activities in providing
niche SME credit solutions and innovative investment
products that addressed specific market needs. Since then,
we have added new territories of operation and extended our
operations to include banking, effected through the acquisition
of five African banking licences.

Rooistompe, Kirstenbosch Botanical Garden,
Cape Town, South Africa.
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WEALTH
To ensure continuity and growth, our capital raising initiatives remain a critical component of our business. We raise funds from both
retail and institutional investors, primarily through our listed and unlisted products as well as from development finance credit lines.

Our preference shares are
redeemable after five years and
offer our investors fixed returns
on equity growth or monthly
dividend basis.

Through our medium-term note
programme, investors receive
a regular income and superior
interest rates.

Our linked loan unit offers Swati
investors with superior interest and
dividend income.

Ecsponent
PRODUCTS

We recently launched two
collective investment schemes
that maintain steady capital
growth, income as well as capital
preservation.

Our investors trust our investment philosophy and
continue to invest with us.

Wealth business unit
Our Wealth business unit provides independent financial planning advice and investment management services to private
clients. We remain a sought-after investment destination as we have a strong distribution network, provide third-party
products through the networks of accredited investment professionals and we offer competitive returns.

Ecsponent Annual Report ‘19
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Investment products and target clients
Capital raising
Instrument

Territory

Investors

Value created

Ordinary shares

South Africa

Retail and institutional
investors

Capital gains through share price appreciation.

Preference shares

South Africa

Predominantly retail
investors

Raised R1.9bn through Ecsponent’s listed
preference share programme since September
2014, deployed as capital in the Group’s credit and
other activities.

Linked-loan units

Eswatini

Retail and institutional
investors

Raised E243m through the linked-loan unit
programme since September 2014, deployed
mainly in the Group’s Swati operations and
investments.

Domestic medium-term
note programme

South Africa

Retail and institutional
investors

Formalised listed domestic medium term note
programme was introduced at the end of 2018 as a
capital raising mechanism to improve the Group’s
tax exposure. Raised over R66.9m since inception.

Other debt facilities

SA
Eswatini
Botswana
Other

Retail and institutional
investors

To date, the Group has raised over US$19.8m
in international institutional funding, which was
used to fund USD and/or Pula assets in order to
minimise exposure to the volatility of the Rand.

Instrument

Territory

Investors

Value created

Collective Investment
Scheme

Eswatini

Retail and institutional
investors

Collective investment scheme mandated to invest
at least 50% of funds in Eswatini.

Own and white-labelled
products

South Africa
Eswatini

Retail investors

Product development, governance, compliance
Develops competitive investment and insurance
products for the retail market. Where necessary,
partnering with industry specialists such as 27four
Life company, Brightrock, FMI, Discovery, Sanlam/
Glacier, Momentum, Triacrc; in order to develop
white label products that address specific market
requirements.

Wealth advisory

Products include:
›
Umbrella funds
›
Preservation funds
›
Life products
›
Annuities
›
Endowments
›
Pooled arrangements
Third-party products

South Africa
Eswatini

Retail investors

Private client advice
Provides independent financial planning advice
and investment management services to private
clients, distributing Ecsponent’s own investment
and white-labelled insurance products.

Through the years, we have provided our investors with competitive and regulated financial solutions to meet their financial needs,
grow their wealth and meet their financial obligations. We are able to do so through risk adjusted returns and competitively low fees
that enable our investors to fully benefit from their investment with us.
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CREDIT
The development of SMEs plays as a critical role in ensuring the growth of a
country’s economy. SMEs generate jobs and accelerate innovation. As a result,
governments around the world have implemented numerous policies to encourage
the growth and inclusion of SMEs in their respective country’s economies.
In Africa, various policies that are aimed at encouraging the
support of small business through preferential procurement,
supplier development and enterprise development goals,
have been introduced. Government’s focus has also been on
empowering entrepreneurs from previously disadvantaged
groups of the populations to play an active role in the economy.
However, SMEs still have to contend with limited access to
finance as most traditional banks view them as high risk and
are unwilling to expose themselves to such risk levels.
Therefore, we have created products that are able to meet
SMEs financing needs whilst also reducing our exposure to
default risk. We provide a range of credit solutions to meet

the diverse needs of businesses, which provide the Group
with continuous cash flow and liquidity. These credit solutions
address the demand for funding and other challenges that
SMEs face, whilst supporting large corporate businesses to
meet their preferential procurement targets.
Doing so enables us to create an interactive business
ecosystem system that connects everything – from suppliers,
distribution channels/vendors, large corporate businesses and
venture capital, offering:
›
Enterprise development
›
Specialist procurement and logistics
›
SME funding

In the broader economy this contributes to relieving financial exclusion and boosting the growth of businesses in the
SME sector. In addition, it also contributes towards addressing the maladies of poverty and assists the development of
disadvantaged business sectors.

Impact finance products
Specialist procurement and logistics
Enterprise development

Secured credit products

Supply Chain and Procurement
Management Services
›
Supplier and product sourcing
›
Terms negotiation
›
Quality assurance
›
Logistics
›
Funding

Supply Chain Solution
›
Effective preferential procurement
structures
›
Enterprise development

Target beneficiaries

Emerging businesses and individuals
›
Emerging businesses
›
Previously disadvantaged
individuals
›
Vendors with purchase orders and
or tenders

Large corporate businesses
Corporate entities with preferential
procurement requirements

Value created

›
›
›
›
›
›

Skills development
Access to funding
Business support and mentoring
Reduced costs
Purchasing power
Reliable delivery of goods

›

›
›

Short-term liquidity generator
Profitability through fees and
margins

›
›

Contribution to the Group

›
›
›
›

Enterprise development of
emerging procurement channels
Guaranteed delivery performance
Enhanced preferential
procurement* spending recognition
Skills development
Reduced procurement costs
Short-term liquidity generator
Profitability through fees and
margins

* Contributes to B-BBEE scorecard in South Africa – preferential procurement, enterprise development (ED) and supplier development (SD).
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Banking

Background
MyBucks delivers seamless financial services and products via
innovative financial technology, enterprise and architecture,
client management systems and internationally recognised
artificial intelligence. Through its various brands, MyBucks
offers innovative banking solutions to predominantly highgrowth emerging markets.
Since its establishment in 2011, we have been one of the
primary funders of MyBucks, as evidenced by the Group’s
loans payable by MyBucks. This proved to be a highly lucrative
relationship for the Group, and we took steps to ensure
constant returns by acquiring equity into MyBucks. To date,
we own 39.71% of MyBucks.

Operation issues

Governance

›
›
›
›

Headquarter costs

Large head office - 108 staff at > EUR4m annual cost

Strategy

›
›

No clear strategic focus with global operations
Significant innovation expenses without focus on financial return

Capital

›
›

Negative holding company equity of circa EUR30m
EUR95.5m holding company debt at annual cost of c. EUR16.5m
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Governance
Headquarter cost
Strategy
Capital

In order to remedy MyBucks’ financial challenges, the MyBucks
board appointed a new group CEO, CFO and restructured the
company’s senior management team, which led to various
strategic changes within the company.

The conversion of MyBucks’ debt into equity as well as the
cash contribution, will boost MyBucks’ operating income by
EUR9.1m annually, transforming MyBucks’ operations into
being profitable.

Under the new leadership, MyBucks addressed its considerable
debt levels by negotiating with their various debt holders to
convert their debt claims into MyBucks equity. As a result, the
Ecsponent Group entered into an agreement with MyBucks
whereby we agreed to convert MyBucks’ existing loans into
MyBucks equity as well as agreeing to provide a cash payment
to ensure that the subscription proceeds equal R450m,
enabling Ecsponent to increase its equity interest in MyBucks.
The net loans owed to the Group by MyBucks amounts to
R416.2m based on the loan balances as at 30 June 2019.

Secondly, structural changes will be made within the business.
MyBucks will no longer position itself as a fintech company
but rather as a digital bank. As demonstrated in MyBucks’
2019 annual and interim financial results, despite having low
penetration levels, MyBucks’ banking subsidiaries have been
consistently profitable resulting in the decision to focus the
MyBucks’ resources in growing the untapped digital banking
market.

MyBucks has disposed of its non-banking operations effective 20 November 2019 and now operates in the below six core
markets in Southern and East Africa.

MYBUCKS’ six core markets

MYBUCKS
Luxembourg

100%

MBC
HOLDINGS

100%

88%

49%

65%

50%

100%

MBC
MALAWI

MBC
MOZAMBIQUE

MBC
UGANDA

MBC
ZAMBIA

GETBUCKS
ZIMBABWE

GETBUCKS
BOTSWANA
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MyBucks’ subsidiaries have evolved since 2015, evidenced as follows:

Botswana
Currently in the process of applying for a banking
license.
Malawi
Increased its investment in the Malawian bank in order
to take a controlling stake.
Mozambique
Trading as MyBucks Banking Corporation

Uganda
Has applied to upgrade its trading license to a
commercial license.
Zambia
Lending operations have been converted into banking
operations.
Zimbabwe
Currently converting the microfinance deposit-taking
license into a commercial banking license.

Under the new structure, MyBucks will act as a digital
banking group that uses technology to provide financial
services and products to underbanked and unbanked
customers predominately in Africa; thus, promoting
financial inclusion.

Investment rationale
Africa has become one of the ideal destinations for digital banking. Research shows that most of Africa’s adult population
does not have access to traditional financial services, but a large portion have access to mobile phone connections. This
makes Africa a model destination for digital banking and we believe that in years to come, we will continue to see rapid
growth in the region.
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Sahara Desert
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GROUP
OPERATIONS
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Fish River Canyon, Namibia
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Our Group Operations
Following the conclusion of the MyBucks investment, our operational footprint
has increased considerably.

Map of CURRENT operations
Botswana

Eswatini

South Africa

Zambia

Zimbabwe

Map of expanded operations
Botswana
Malawi

Mozambique

South Africa

Uganda

Zambia
Zimbabwe
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ESWATINI

To mark 50 years of independence, Swaziland’s name was
changed to Eswatini. The Kingdom of Eswatini has a close
economic relationship with South Africa, even its local
currency is pegged to the South African Rand. Ecsponent,
through a subsidiary Company, has been operating as
a wealth-generating Company in the kingdom since
March 2014.
Our Eswatini office aims to provide and create a secure
environment for Swati investors to achieve above average
returns. For SMEs, it makes capital available to businesses
that need funding for growth.

SOUTH AFRICA

Although having held the title of the largest economy in Africa
for several years, South Africa has not been able to maintain
its position due to various factors such as political and policy
uncertainty as well as sluggish economic growth.
Despite challenging market conditions, Ecsponent has
positioned itself as a secure and attractive investment
destination through our robust business model.
We continue our efforts to service our clients’ unmet needs
whilst also ensuring the long-term health of our balance sheet
through strategic investments in niche markets

Licensed to act as a
Collective Investment
Scheme Manager
and as a Wealth Advisor.

R1.9bn raised
through our preference share
programme to date.

Raised E243m
through the linked loan unit programme
since inception.

> R2.5bn assets
under management to date.
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Our Expanded Operations

BOTSWANA

When Botswana gained independence in 1966, it was
amongst one of the poorest economies in the world.
However, Botswana has been able to change that narrative by
becoming one of the fastest growing economies in the world.
Economic growth has mainly been attributed to policy reform,
improved trade and improved services and investments.
GetBucks, part of the MyBucks group, offers under banked
and unbanked consumers in Botswana tech-savvy financial
services and products.

Malawi is one of the poorest countries in the world and its
economy is heavily reliant on agriculture, making it vulnerable
to adverse weather shocks. The landlocked country’s
economy grew by approximately 3.8% in 2018.
Despite positive GDP growth projections, Malawi still
needs to address issues such as rapid population growth,
environmental degradation and energy shortage. Malawi’s
economy is projected to reach 4.5% in 2019 as a result of
resilient agriculture.

Short, medium and long-term
loans ranging from one month to
72 months.

MyBucks Banking Corporation
Malawi Limited currently has
SEVEN branches.

INSURANCE PRODUCTS via the
Getsure agency license, credit life,
funeral cover, legal cover and motor
vehicle cover.

More than TWO agency banking
agents and 10 ATMS.

2019 Runner up finalist
Investor of the year:
Services category

It also operates a foreign
exchange bureau and a
microfinance division.

15 Branches
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MOZAMBIQUE

Located in the Southeast part of Africa, Mozambique
gained independence from Portugal in 1975. The majority of
Mozambique’s population live and work in rural areas.
Real GDP growth was around 3.5% in 2018 and
Mozambique’s economy is expected to continue to grow
which will be driven by agriculture as well as foreign direct
investments in gas related projects.
MyBucks Banking Corporation Mozambique S.A. trading as
MBC offers:
›
›
›
›
›
›
›
›
›
›
›

Savings and Investment products
Microcredit
Consumer credit
Agricultural credit
Small business credit
Public sector employee credit
Insurance
Bank cards
Electronic banking
Agency banking
Online SME Lending

13 BRANCHES

UGANDA

Uganda is a landlocked country in East Africa that had to
contend with a military coup and violent rebellion against the
then prevailing government for many years. However, Uganda
has transformed that narrative to one of relative stability and
an economy that grew by approximately 5.3% in 2018.
Uganda’s economy is projected to continue growing due
to growth in the agricultural and services sector as well as
government’s investment into public infrastructure.

Opportunity Bank Uganda Limited, part
of the MyBucks group, is a Tier 1 bank
and has 23 branches.
Products and services include:

RETAIL BANKING PRODUCTS
including current accounts, overdrafts
and trade finance
Banking Products
Group loans, agriculture value chain
financing and vehicle and asset
financing.
Lending Products
Water, sanitation and hygiene loans and
renewable energy loans.

Insurance Products
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ZAMBIA

Zambia is the second largest copper producer in Africa.
The country has been experiencing droughts which have
adversely impacted the country’s power supply and
agricultural production. As a result, economic forecasts for
Zambia have been revised downwards.
Zambia is one of the most urbanised countries in Africa and
presents numerous opportunities for our financial products
and services to thrive. Ecsponent Financial Services Limited
trading as MyBucks Zambia officially launched in Zambia on
April 8, 2019 and currently has two branches and seven sales
offices located in Lusaka (2), Mans, Ndola, Kitwe, Kabwe and
Kasama.

Products and services include:

Corporate: Salary-backed loans
to employees, trade finance, current
account, call and fixed-term deposit
accounts.
SME: Order financing, invoice
discounting and general SME loans,
asset finance, trade finance, savings:
current account and fixed-term deposit
account.
Retail: Consumer loans, savings,
current and fixed-term deposit
accounts.

ZIMBABWE

Having gone through years of fiscal imbalances, low investor
confidence and a volatile exchange rate that has adversely
affected business activity; the recently elected Zimbabwean
government announced a Transitional Stabilisation
Programme, which runs from October 2018 until December
2020, prioritises fiscal consolidation, economic stabilisation,
and stimulation of growth and creation of employment.

GetBucks’ Microfinance Bank currently
operates 14 branches that are
spread across the country.
Products and services include:

RETAIL BANKING PRODUCTS
for individuals, businesses, societies,
organisations and specific target
markets.
Mobile banking application
with USSD channel for low budget
phones and those in remote areas.

Internet banking application

Debit Cards

VALUE ADDING INTEGRATION
with Ecocash, Econet Data Bundles, ZETDC
Electricity and Hot Recharge

The World Bank, African Development Bank, PWC (Uganda Economic Outlook).
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Equity Investment Holdings
According to McKinsey Global Institute, “future growth in Africa is likely to be
underpinned by factors including the most rapid urbanisation rate in the world
and, by 2034, a larger working-age population than either China or India.
Accelerating technological change is helping to unlock new
opportunities for consumers and businesses.” Technological
advancements have played a pivotal role in transforming
industries and ultimately, improving peoples’ lives. The
financial sector has been no exception to this transformation
as technology driven financial companies have fundamentally
changed traditional financial services by structuring them in a
more efficient and innovative manner.

›

During the past financial year, we have taken bold, calculated
risks by investing in targeted and high-growth areas, that
provide the matching of time horizons between our longerterm assets and liabilities. We do so by continuously adopting
a selective investing approach in niche sectors that will
ensure that our investment portfolio is dynamic and seeks to
maximise sustainable shareholder value.

›

›

›

Businesses with high growth potential that are easily
scalable in new markets.
Enterprises requiring high levels of intellectual property
and barriers to entry and, in keeping with our brand
promise of “investing with the times”, offer pioneering
products and services.
Expert, focused and hard-working management teams
committed to achieving results within a strict governance
framework.
Businesses with products and services complementing
the Group’s existing investments that offer growth
opportunities.

As a result, we entered into several transactions where we
disposed of non-performing assets and further acquired equity
in high-growth potential assets.

While the underlying investments may change over time, we
remain committed to our longstanding investment philosophy
by investing in:

Capitis EQUITY

MHMK Capital

Company background
Capitis Equity provides investors with dividends derived from
underlying qualifying investments through a silo linked project
return. In addition, based on the investment amount, investors
receive a tax deduction.

Company background
MHMK Capital is a privately held Africa-focused private equity
investment and advisory firm that manages and provides
advice on investments across multiple sectors.

Our investment
Following shareholder approval, we increased our investment in
the Venture Capital Company to R256m, to expand the Group’s
ability to stimulate growth in South Africa’s underserved SME
sector.

Our investment
During the period, we acquired 70% of MHMK Capital which we
viewed as a strategic investment as the company has the skills
to source and evaluate a variety of private equity transactions.

Ngwedi Capital Holdings
Company background
Ngwedi is an owner-managed firm that was founded by a
team of industry-leading investment professionals with a
shared ideal of building a premium empowered investment
management business.
Our investment
MHMK Capital, of which the Group owns a 70% stake, acquired
49% of Ngwedi Capital Holdings and its subsidiaries Ngwedi
Investment managers (Pty) Ltd and Ngwedi Alternative
Investment Managers (Pty) Ltd. This acquisition adds retail and
institutional asset management capabilities to the Group.
Ecsponent Annual Report ‘19
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Corporate
Governance
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Board of directors

Richard Connellan

George Manyere

Independent nonexecutive chairman

Executive vice
chairman

Appointed: February 2011

Appointed: March 2017

Patrick Matute
Independent nonexecutive chairman
Appointed: March 2017

Keith Rayner
Independent nonexecutive director
Appointed: January 2011

Chair
Chair

Terence Gregory

Dirk van der Merwe

Chief executive officer

Group financial
director

Appointed:
September 2010

Audit and Risk Committee
Nomination and Remuneration Committee
Social and Ethics Committee
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Appointed: February 2018

Composition of the Board and sub-committees
The names of the directors in office up to 30 June 2019 are detailed below:

Nomination and Remuneration
Committee (NRC) 2 meetings

Social and Ethics Committee
(SEC) 2 meetings

Audit and Risk Committee
(ARC) 5 meetings Attendance

Board meetings
4 meetings

Committees

Appointed

Nationality

Name

Attendance

Independent non-executive directors
RJ Connellan (73)

South African

02/2011

Nomination and Remuneration

100%

N/A1

Invitee 100%

KA Rayner (62)

South African

01/2011

Audit and Risk (chair)
Nomination and Remuneration

100%

100%

Invitee 100%

BR Topham (48)2

South African

11/2010

Audit and Risk (chair)
Social and Ethics

100%

100%

100%

Invitee

W Oberholzer (47)3

South African

03/2017

Audit and Risk
Social and Ethics (chair)

100%

100%

100%

Invitee

P Matute (36)4

Zimbabwean

03/2017

Nomination and Remuneration
(chair)
Audit and Risk
Social and Ethics

100%

100%

100%

100%

Independent non-executive directors
TP Gregory (61)6

South African

09/2010

Social and Ethics

100%

Invitee 100%

Invitee

DP van der Merwe (46)

South African

02/2018

Social and Ethics

100%

Invitee 100%

Invitee

G Manyere (42)5

Zimbabwean

03/2017

Nomination and Remuneration

100%

Invitee Invitee 100%

1.
2.
3.
4.

5.
6.

Appointed temporary member of Audit and Risk Committee on 20 September 2019.
Resigned from Board and sub-committees on 31 January 2019.
Resigned from Board and sub-committees on 31 July 2019.
Independent with effect from 28 January 2019, appointed as chairman of the Nomination and Remuneration Committee on
January 2019 and a member to the Audit and Risk Committee. Appointed as chairman of the Social and Ethics Committee on
20 September 2019.
Executive from 28 January 2019.
To resign from Board and sub-committees on 31 December 2019.
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Board committees
These committees all meet independently but report directly to the Board and
decisions taken by such committees all require approval of the Board prior to
implementation.
The committees all operate in terms of approved charters, which define their roles. Details of the sub-committees, including
responsibilities are described below. View the full Board committee reports on pages 4 - 13 of the 2019 Annual Financial Statements.
Visit www.ecsponentlimited.com/2019-financial-results to view this report.

Board of directors
Chairman: Richard Connellan

Audit and Risk Committee
Chair: KA Rayner

›

›
›
›
›
›
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Evaluating the Group’s systems of internal financial
and operational control and ensuring it has established
appropriate financial reporting procedures and that those
procedures are operating properly;
Reviewing accounting policies and financial information
to be issued to the public;
Reviewing the Group’s financial results and
recommending these to the Board for approval;
Facilitating effective communication between the
Board, management and the external auditors;
Recommending the appointment of, and determining
the fees payable to, the external auditors;
Ensuring suitability of the appointment of external
auditors and the designated individual partner,
specifically taking into account any information pursuant
to paragraph 22.15(h) of the JSE Listings.
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Requirements;
›
Approving the level of non-audit services provided by the
external auditors;
›
Ensuring annually that the financial director has the
appropriate expertise and experience; and
›
Reviewing the critical business, operational, financial and
compliance exposures and sustainability issues facing the
Group, taking into account the severity and probability of
such risks, and determining required solutions;
›
Reviewing and approving any material amendment to the
Group’s risk appetite statement on an annual basis;
›
Reviewing significant risk exposures and the steps,
including policies and procedures, that management has
taken to identify, measure, monitor, control, limit and
report such exposures, including, without limitation, credit,
market, fiduciary, liquidity, reputational, operational,
fraud, strategic, technology (data-security, information,
business-continuity risk, etc.), and risks associated with
incentive compensation plans;
›
Evaluating risk exposure and tolerance;
›
Reviewing and evaluating the Group’s practices with
respect to risk assessment and risk management;
›
Reviewing reports and significant findings with respect
to the risk management and compliance activities of the
Group, together with management’s responses and followup to these reports, and reviewing significant reports from
regulatory agencies relating to risk management and
compliance issues, and management’s responses.

Nomination and Remuneration Committee
Chair: PJ Matute

›

›
›

›

Determining the broad policy for executive and senior
management remuneration and the remuneration of the
executive directors and Company secretary;
Reviewing executive directors’ fees;
Assisting the Board in the appointment of directors
that are suitably skilled, and after taking into account its
policies on race and gender diversity;
Ensuring the establishment of a formal process for the
appointment of directors, including:
ê
Identifying suitable members of the Board;
ê
Performing reference and background checks of
candidates prior to nomination;
ê
Confirming directors’ appointment through an
agreement between the Company and the director;
ê
Overseeing the development of a formal induction
programme for new directors;

Ensuring that inexperienced directors are developed
through a mentorship programme;
Overseeing the development and implementation of
continuing professional development programmes for
directors;
Considering the performance of directors and taking
steps to remove directors who do not make an appropriate
contribution;
Finding and recommending to the Board a
replacement for the chief executive officer when that
becomes necessary; and
Ensuring that formal succession plans for the
Board, chief executive officer and senior management
appointments are developed and implemented.

ê
›

›

›

›

Social and Ethics
Committee
Chair: PJ Matute
›

Monitoring all aspects associated with the
sustainable development performance of the Group,
specifically relating to:
ê
Stakeholder engagement;
ê
Health and public safety, which includes occupational
health and safety as well as the clinical quality of the
Group’s services;
ê
Broad-based black economic empowerment;
ê
Labour relations and working conditions;
ê
Training and skills development of the Group’s
employees;
ê
Management of the Group’s environmental impacts;
ê
Ethics and compliance; and
ê
Corporate social investment.
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Protecting stakeholder value

Our Board of directors provides
leadership and strategic guidance to
protect stakeholder value creation
within a framework of prudent and
effective controls.
Lezanne du Preez-Cilliers
Company Secretary

This makes it possible to assess and manage risk to ensure
long-term sustainable development and growth. The Board is
led by our chairperson, Richard Connellan, assisted by the vice
chairperson, George Manyere.

provide reasonable assurance that assets are safeguarded
from loss or unauthorised use and that the financial records
may be relied upon for maintaining accountability for assets
and liabilities and preparing the financial statements.

The Board is ultimately responsible for the Group’s
performance and affairs, which includes protecting and
enhancing the Group’s wealth and resources, timely and
transparent reporting, and always acting in the best interest of
the Group and its stakeholders.

The Board committees assist the Board in the discharge of
its duties and responsibilities. Each Board committee has
formal written terms of reference that are reviewed annually
and effectively delegated in respect of certain of the Board’s
responsibilities.

It is also responsible for ensuring that controls and procedures
are in place to ensure the accuracy and integrity of accounting
records.

These terms of reference are available at
www.ecsponentlimited.com/governance

The Board is responsible for ensuring that controls and
procedures are in place to warrant that the accounting records

The Board monitors these responsibilities to ensure effective
coverage of, and control over, the operations of the Group.

The Board’s alignment with the King IV
governance framework

IN ORDER TO KNOW
YOU LIMITS, YOU HAVE
TO CONTINUOUSLY
KEEP PUSHING THEM.
Juan Largo

The Group is committed to the principles of openness, integrity
and accountability as contained in the King IV. As a result,
“governance” implies far more than compliance with relevant
legislation and best-practice principles. Instead, it revolves
around a culture of accountability, transparency, efficiency,
ethical conduct, respect, and a value-driven approach.
The Corporate Governance compliance report may be viewed
on our website: https://www.ecsponentlimited.com/
wp-content/uploads/2019/11/Ecsponenty-CorporateGovernance-Report-Nov-19.pdf
Corporate governance is incorporated across all areas of the
Group’s operations and enables enhanced accountability,
effective risk management, clear performance management,
greater transparency and effective leadership. The Board
works to fulfil the primary governing roles and responsibilities
recommended in King IV, which creates the foundation from
which to determine responsibilities and objectives.
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These include:
›
In fulfilling its mandate, the Board deliberates with
executive management over strategic direction, financial
goals, resource allocation and risk appetite. The strategy is
filtered through to management, which guides the Group’s
activities within the governance framework to create value
for all stakeholders.
›
Through this framework, the Board delegates the Group’s
day-to-day management to the executive directors,
without relinquishing the Board’s responsibility
Delegation of authority
The Board, in consultation with the Group finance function
reviews the delegation of authority framework annually to
ensure that financial limits remain appropriate, taking into
consideration the size of the Group and its specific operational
context.
The Board monitors the effective implementation of the
authority delegated to the Group chief executive and has
confirmed that, in the year under review, the Group chief
executive acted within the authority delegated to him by the
Board. The Board is satisfied that the delegation of authority
framework contributes to role clarity and the effective
implementation of authority and the King IV principles. The
chief executive engages the Board on all critical decisions of
the Group and all Board decisions are consistently based on
ethical foundations.
Code of Ethics
The Board subscribes to the highest level of professionalism
and integrity in conducting its business and dealing with all
its stakeholders. In adhering to its Code of ethics, the Board is
guided by the following broad principles:
›
Businesses should operate and compete in accordance
with the principles of free enterprise;
›
Free enterprise will be constrained by the observance
of relevant legislation and generally accepted principles
regarding ethical behaviour in business;
›
Ethical behaviour is predicated on the concept of utmost
good faith and characterised by integrity;
›
Reliability and a commitment to avoid harm;
›
Business activities will benefit all participants through a
fair exchange of value or satisfaction of needs; and
›
Equivalent standards of ethical behaviour are expected
from individuals and companies with whom business is
conducted.
Structure of the Board
The Board continues to operate with the majority of members
being non-executive directors. Of these, the majority are
independent, including the chairman. The Company conforms
to King IV, JSE Listings Requirements and the Companies
Act of South Africa’s requirements. All Ecsponent’s Board
committees are constituted appropriately with the majority
of committee members being independent non- executive
directors.
RJ Connellan’s appointment to the Audit and Risk Committee
is temporary until such time as a suitable independent nonexecutive director is appointed.

Independence of the Board and Board balance
There is a clear division of responsibilities between directors
and the roles of the chairman and chief executive office
are separated to ensure a balance of power and authority.
There exists a clear balance of power and authority at Board
level ensuring that no one director has unfettered powers of
decision-making.
No new Board members were appointed during the reporting
period and at the year-end, the Board comprised seven
directors – three executives and four independent nonexecutives. It is recorded that at date of publication, the
Board comprises six directors – three executives and three
independent non-executives.
All non-executive directors earn market-related fees.
The appropriate balance of non-executive directors on
the Board, of which the majority are independent, ensures
independent decision making. The non-executive directors
were selected based on their experience and skill set. The
independent non-executive directors provide independent
opinion with no extraneous factors that materially affect their
judgment. If there is an actual or potential conflict of interest,
the director (executive or non-executive) concerned, after
declaring his/her interest in terms of the Companies Act, is
excluded from the related decision-making process.
Appointment of executive financial director
The Company has appointed Dirk van der Merwe as its
executive financial director. The Audit and Risk committee
is satisfied that Mr Van der Merwe has the necessary and
appropriate expertise and experience required of an executive
financial director. The Audit and Risk committee assesses
the expertise and experience of the financial director and
communicates their findings to shareholders annually.
The appointment of Dirk van der Merwe as CEO is effective
from 1 January 2020 and the Board will announce the
appointment of a new financial director in due course.
Company secretary
The Board annually considers, and is satisfied that the
Company Secretary, Lezanne du Preez-Cilliers, has the
necessary and appropriate competence, qualifications and
experience. The Company secretary is not a director of the
Company. An arm’s length relationship is maintained between
the Board and the Company secretary.
Interests of directors and share dealings
The directors’ interests in the Company as at 30 June 2019
are detailed on pages 18 and 80 in the Directors’ Report of the
Financial Statements.
Visit www.ecsponentlimited.com/2019-financial-results to
view this report.
Trading Company shares
The policy for dealing in shares by all directors is as prescribed
by the JSE’s Listings Requirements. The policy also applies to
all staff members.
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Nomination and Remuneration Committee REPORT

The Nomination and Remuneration
committee (“the committee”) adopted
the principles of the Companies Act
as well as King IV and discharged its
responsibility fully in terms of its terms of
reference during the financial period.
Patrick Matute
Committee Chairman

The Remuneration committee and Nominations committee
were merged into a single combined committee in August 2017.

ê
ê

The committee comprised of non-executive and executive
directors:

ê

directors are appointed through a formal process;
induction and ongoing training and development of
directors takes place; and
formal succession plans for the Board, chief executive
officer and senior management appointments are
in place.

Member name

Function

PJ Matute

Chairman

RJ Connellan

Member

G Manyere

Member

Biographies of the committee members are available on the
Company’s website at
www.ecsponentlimited.com/leadership-team/
The remaining directors are invited to attend the committee
meetings.
The committee met twice during the period ended 30 June
2019, and attendances by the members were 100%. Individual
attendances can be seen on page 39 of this report.
The role of the committee is to:
›
assist the Board by performing an objective and
independent review of the functioning of the
organisation’s remuneration mechanisms. It exercises
its functions through close liaison and communication
with management.
›
operate as an overseer and a provider of
recommendations to the Board for its consideration and
final approval regarding nominations to the Board. The
committee assists the Board to ensure that:
ê
the Board has the appropriate composition for it to
execute its duties effectively;
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Background statement:
Remuneration committee
The Group will remunerate staff fairly and consistently
according to their role and individual value. The consistent
application of the remuneration system throughout the Group
is a priority. Remuneration trends are taken into consideration
so as to position the Group strategically to ensure competitive
remuneration within the parameters of affordability, as far as is
achievable and sustainable.
At the annual general meeting of shareholders held
2 November 2018, 100% votes were received in favour of
the remuneration policy and the implementation report.
It is intended that the Company’s remuneration policy and
implementation report will be tabled for a separate nonbinding advisory vote by shareholders at each annual general
meeting. In the event that the remuneration policy or the
implementation report are voted against by 25% or more of
the votes exercised, the announcement on the voting results
will provide an invitation to dissenting shareholders to engage
with the Company and will specify the manner and timing of
such engagement.
No substantial changes were made to the remuneration policy,
nor were any remuneration consultants used during the
reporting period.

Background statement: Nominations committee
The committee is satisfied that there is a balance of skills,
experience, diversity, independence and knowledge needed to
discharge its role and responsibilities and that it has fulfilled its
responsibilities in accordance with the terms of reference for
the reporting period.

The committee has identified the need to promote gender and
race representation. The committee will continue to monitor its
gender and race diversity.

The remuneration strategy is based on the following central principles:

1

Transparent
communication

5

Performance-driven
remuneration

2

Non-discriminatory
practices

6

Affordability

3

Internal equity

7

Continued
learning

4

External parity

8

“Cost of Employment”
package approach

Overview of remuneration policy
The Group’s remuneration policy is reviewed by the committee
and approved by the Board.
The aim of the remuneration philosophy is to:
›
communicate the remuneration commitments and
expectations to the staff;
›
strengthen the organisational culture and underlying
values of the Group;
›
guide and facilitate the remuneration implementation
plan;
›
describe the manner in which the Group manages
remuneration at the organisational level so that it is fair
and consistent; and
›
serve as standard for the evaluation of the successful
implementation of the remuneration policy and
remuneration strategy.
The Group’s philosophy is to emphasise the link between
remuneration and performance. In order to implement the
philosophy, an appropriate performance management system
will be developed and implemented to differentiate between
excellent, average and below average performers. A major
objective of the remuneration system is to reward overall
contribution rather than status or position. Performance
awards are subject to affordability and based on excellent,
world-class performance. Performance awards are earned
every year from scratch.

The policy ensures that all staff are remunerated fairly,
responsibly and in line with industry standards so as to attract
and retain the talent required to achieve the Group’s strategy
and to create sustainable value.
The remuneration policy can be viewed on the Company’s
website at www.ecsponentlimited.com/groupremuneration-policy/

Implementation report
The remuneration of the Board and executive management is
disclosed in the annual financial statements and can be viewed
on page 99 at https://www.ecsponentlimited.com/2019financial-results/
Non-executive fees are motivated by the executive directors
and ratified by shareholders by special resolution at each
annual general meeting.
On behalf of the Nomination and Remuneration Committee

PJ Matute
Committee Chairman
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Sustainability reporting
Our purpose to create sustained long-term wealth for our stakeholders guides
us to strive to positively influence each of our core business units and every
society in which we operate.
This Group’s foundation is built on the application of sound
business practices and strong, ethical and sustainable
practices across all levels of business.

›

What sustainability means to us:
›
Building a sustainable business model to position the
Group for long term growth.
›
Attracting and developing a capable, diverse and 		
strong workforce.

›

›

Contributing to society and to the economic well-being
of our communities, largely by developing entrepreneurs
to establish economically viable business ventures in
previously disadvantaged communities.
Considering environmental variables and making
a positive impact on the environment through our
operations and business activities.
Growing and preserving shareholders’ and stakeholders’
wealth, based on relationships of trust.

Ecsponent sustainability

PLANET

People

›
›

›
›
›

Reduce operational impacts
Embed environmental
considerations into business
activities

Skilled, ethical workforce
Progressive work
Continuous learning

Community support
›
Education
›
Entrepreneurship
›
Environment

Growth
›
›
›
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Financial growth, resilience and sustainability
Risk management and compliance
Governance

Baobab tree at the Makgadigadi Pans, Gweta Botswana.
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Growth, people and Community

Growth

Our diversified and balanced business model
We aim to maintain an appropriate balance between revenue
earned from operational activities and generating long-term
revenue from investment activities through our Equity Holdings
portfolio. This ensures that we are not overly reliant on any
one part of our businesses to sustain our activities and that we
have a large recurring revenue base that enables us to navigate
through varying cycles and supports our long-term strategy.

Overview of the 2019 financial period
Sound performance despite challenging operating
environments:
›
During the financial period, macro uncertainty and
volatility affected the operating environments in each of
the Group’s business territories.
›
Net new capital inflows – from retail and institutional
sources - and profitable credit activities supported sound
performance.
›
The Group successfully leveraged its ability to provide
clients with a broader investment offering, increasing its
client base and deepening its core value proposition.

CHANGE IS
INEVITABLE BUT
PERSONAL GROWTH
IS A CHOICE.
Bob Proctor
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›

›

Continued investment in defensive industries, in
accordance with our investment philosophy, continues to
support growth initiatives in the overall business.
Geographical and operational diversity continues to
support a stable recurring revenue base and earnings
notwithstanding varying market conditions.

Activities
›
›
›

Enterprise development
Wealth advisory services
Specialist procurement and logistics

Types of revenue
›
›
›
›
›
›

Fees
Commission
Interest
Non-interest income
Advisory and knowledge-based fees
Investment income

People

Ecsponent operates in a complex and evolving environment,
and our employees play a critical role in positioning the Group
competitively and in ensuring sustained growth. We therefore
make every effort to attract passionate and talented individuals
who are highly skilled and able to perform extraordinarily.

Training and development

Community
Ecsponent is committed to corporate social responsibility
(CSR) as an important element of corporate citizenship,
alongside proper governance and social involvement. We aim
to contribute to communities in ways that result in long term
sustainability for the members of these communities and the
environment.

Of equal importance is ensuring that we empower our
employees with the necessary tools and training in order to
improve their skills and abilities. As a result, we offer skills
development opportunities to all our employees. Our employee
development programme makes it possible for employees
to obtain interest free loans for their studies and studying
employees are then given an opportunity to repay their study
loan through a monthly salary deduction. This creates an
environment not only of mutual support but one that motivates
our employees to study further.

We will continue focusing on enhancing our relationships with
existing community projects partners, while developing a
pipeline of support to develop entrepreneurial skills and, in so
doing, provide much needed support to South Africa’s socioeconomic development plans.

We have Corporate membership with the below institutions
who provide our employees with special study rates:
›
The FPI (Financial Planning Institute of South Africa)
›
Institute of Directors South Africa
›
Milpark Education
›
The Forward Institute
›
Masthead Learning and Qualification Centres
›
CISA (Compliance Institute of South Africa)

Our CSI initiatives are prioritised around educational and
health-related projects. Our charitable donations are geared
towards issues that are important to our staff (such as
fundraising for young cancer patients and providing for basic
education needs).

Diversity
We promote a culture of tolerance and respect that embraces
our employees’ differing backgrounds. All our employees
are treated equally and have an opportunity to advance
their careers regardless of their race, gender or religious
background.

Black economic empowerment
Ecsponent understands the importance of transformation in
the context of our continued growth and the financial inclusion
of historically disadvantaged communities to drive greater
economic expansion. Given the importance of our country’s
transformation objectives, and our own initiatives in developing
emerging businesses through our enterprise finance model,
it is our objective to transform and reposition ourselves in
alignment with government’s transformation objectives.

Employee turnover rate: 11.27%
Our low turnover rate is testament of our robust
retention strategies that ensure that we focus
our resources on continuously upskilling our
employees rather than having to continuously
commit funds to searching for and recruiting
employees.

While we support a wide variety of organisations through
donations and sponsorships, our focus remains on
organisations that promote socio-economic development and
entrepreneurial growth.

On 18 July 2018, we had the opportunity to respond
to the call for 67 minutes of service by the Mandela
Day campaign. We wanted to help people in our own
community and spent the day painting containers that
will be used to educate pre-school children living in Plastic
City, also known as Woodlane Village. Plastic City houses
between 5 000 and 7 000 people in informal housing on
an 8ha piece of land. Basic services in this community are
limited. For example, there are four water tanks and one
toilet for every 33 “streets” that are cleaned twice weekly.
Rubble and sewage overflow the area where hundreds of
pre-school children are left to play unsupervised every day.
A local NPO, SA Cares for Life, has intervened and
launched a variety of projects that will uplift this
community. One of these is to establish pre-school
facilities in insulated mobile containers that will enable
the community to better care for its children. Together
with some other local businesses, we spent the day
bringing colour to these container classrooms.

More than R400 000
in study loans awarded to employees.
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Our key relationships
We engage with multiple stakeholders across different levels of society and
different geographic locations, our stakeholder relationships are critical to our
strategy and continued sustainable growth.
Our stakeholders are those individuals or organisations that have an interest in and whose actions impact on our ability to execute
our strategy. Our intention is to build and promote stakeholder engagement activities and relationships that are meaningful, and
support us in fulfilling our purpose, enhancing our reputation and meeting regulatory requirements.
To do this, we apply a highly stakeholder-centric business model, which is nurtured and preserved through consistent interaction
with our employees and consultants across all levels of the Group. To remain focused on our strategy and achieve our objectives,
we engage with these stakeholders as follows:

Employees and contractors
Nature of relationship

A team of individuals employed in specialised functions to provide service to clients
across Ecsponent’s service offerings.

Stakeholders’ needs and expectations

Career and personal development in a quality work environment within a successful
and stimulating organisation, that ensures employment security and appropriate
award for performance.

How we engage

Ongoing formal and informal engagement, managed primarily by the Group’s
business unit leaders, with the support of executives and the Group’s Human
Resources services, to provide employees with the guidance, motivation, feedback
and recognition they require.

How we create value

›
›
›
›
›

Associated six capitals

Attracting and retaining committed people with the right skills and capabilities.
Employing citizens in the jurisdictions where we operate to harness the potential
of a multigenerational, pan-African local workforce.
Creating new job opportunities as we grow.
Developing our employees to further their careers and improve our services and
products and rewarding them for the value they add.
Motivating and energising our workforce.

Human, financial, social and relationship.

Society and communities
Nature of relationship

Society and communities represent the citizens of the countries in which we operate,
comprising individuals, local business and suppliers.

Stakeholders’ needs and expectations

Sound corporate governance and acting as a responsible corporate citizen, using
resources to promote social, environmental and other common agendas to build a
thriving society.

How we create value

›
›

›
›
›
›
Associated six capitals
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Building a sustainable business model to position the Group for long term growth.
Accelerating inclusive economic growth largely by developing entrepreneurs to
establish economically viable business ventures in previously disadvantaged
communities.
Investing in sub-Saharan Africa’s infrastructure, notably that of renewable energy,
financial services and health.
Supporting innovation and investment that drives financial inclusion, education
and a green economy.
Harnessing the commercial opportunities of addressing societal challenges.
Making a difference through our partnerships and CSI activities.

Human, Intellectual, Social and relationship.

Regulators and industry bodies
Nature of relationship

›
›
›

Central banks in all areas of operation.
Local financial services regulators of countries in which we have representation
or operations.
Various government departments, and exchanges.

Stakeholders’ needs and expectations

›
›
›
›
›

Maintaining the required levels of solvency and liquidity.
Responding to the heightened risk environment, particularly cybercrime.
Implementing strategies to prevent financial crime, fraud and money laundering.
Complying with all legal and regulatory requirements.
Being a responsible taxpayer in all jurisdictions where we conduct business.

How we engage

In all jurisdictions where we conduct business, we:
›
Strive to comply with legal and regulatory requirements and maintain direct
relationships with role players.
›
Are responsible taxpayers and equitable employers.

How we create value

Embracing sustainable business practices and regulatory compliance that enable a
safe and stable economic system and a thriving society.

Associated six capitals

Intellectual, social and relationship, manufactured.

Client
Nature of relationship

›
›
›
›

Emerging businesses and individuals
Small and Medium Enterprises (SME)
Large corporate businesses
Green project developers

Stakeholders’ needs and expectations

›
›

Excellence in client service.
Ongoing and sustainable credit supply that improves and grows the clients’
business and results in greater economic development.
Responsible business services and solutions, and a trusted credit partner.

›
How we engage

Agreed and documented terms, fee structures and operating procedures,
supplemented by regular communication.

How we create value

Understanding our clients’ needs and developing innovative solutions that meet
these specific needs.

Associated six capitals

Financial, human, intellectual, social and relationship.

Shareholders and funders
Nature of relationship

›
›

Stakeholders’ needs and expectations

The assurance that the Group will continue generating sustainable, above average
returns through capital appreciation and regular dividend payments to preference
shareholders. Additionally, ongoing company communication regarding the
Company’s performance and strategy.

How we engage

Formal published communications via SENS, annual reports, the Group’s website,
shareholder meetings, investor presentations, and in the media.

How we create value

›
›
›

Associated six capitals

Financial, social and relationship.

Ordinary and preference shareholders, and prospective investors.
Retail investors and local and international investors and funders.

Increasing net asset value, returns and share price.
Maintaining a strong balance sheet to protect against downside risk.
Continuing to reward preference shareholders with stable, predictable dividend
returns in return for the capital they provide for our expansion.
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RISK
MANAGEMENT
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Sibebe Rock, a massive granite dome hulking over the
surrounding countryside in Sibebe, Eswatini. It’s the world’s
second-largest monolith countryside.
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Risk Management

Risk is inherent within our business
activities. Accordingly, our risk
management framework and governance
structures are designed to achieve an
acceptable balance between risk and
reward.
Susan Zindoga
Chief Risk Officer

The risk management framework consists of a comprehensive set of policies, standards, procedures and processes designed to
identify, measure, monitor, mitigate and report significant risk exposures in a consistent and effective manner across the Group.

54

Risk measurement
The Group uses a variety of techniques to measure
risk. These include risk rating, stress testing and
benchmarking.

Risk mitigation
The Group has specific measures to minimise or
eliminate unacceptable risks. These include covenants
(positive, negative and financial), insurance and
collateralisation.

Risk monitoring and control
The Group reviews risk management policies and
systems regularly to reflect changes in markets,
products and emerging best practices. Risk
management professionals monitor risk exposures
and adherence to approved risk limits.

Risk reporting
The Group allocates resources to achieving
continuous compliance with approved risk limits.
It has set guidelines for reporting to relevant
management bodies, including the Board and the
Executive Committee.
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Risk governance and organisation
The Board articulates the level of risk that the Group is willing
to accept in the normal course of business (‘risk appetite’) and
thus sets the overall risk profile for the Group. It supervises risk
management through the Audit and Risk Committee of
the Board.
The Audit and Risk Committee proposes risk policies and
the overall approach to risk management and monitors the
adequacy of controls, compliance with risk policies and the
Group’s risk profile. The Chief Risk Officer reports to the Audit
and Risk Committee.
The Audit and Risk Committee ensures that the financial
activities of the business are subject to independent review
and external audit.

The Chief Risk Officer is the Group’s most senior risk
management officer, responsible for all risk activities, thus:
›
Develops the risk management strategy, principles,
framework and policies;
›
Implements appropriate risk management processes,
methodologies and tools;
›
Advises and instructs management and business units on
risk management;
›
Monitors the application and effectiveness of risk
management processes; and
›
Co-ordinates appropriate and timely delivery of
risk management information to the Audit and Risk
Committee.
The Chief Risk Officer reports functionally to the Audit and Risk
Committee and administratively to the Chief Executive Officer.

Lake Malawi.
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Major risk types and risk management approach

CREDIT RISK

The risk of loss arising out of the failure of obligors to meet their
financial or contractual obligations when due. The types of credit
risk at Group includes the following:
Country risk
This is the uncertainty that obligors (including the relevant
sovereign and subsidiaries in a county) will be able to fulfil
obligations due to the Group, given political or economic
conditions in the host country. Approach:
›
In 2018 the Group enhanced the credit governance
structure with the appointment of the Chief Risk Officer
who is responsible for ensuring that there are resources,
expertise and controls in place for the efficient and effective
management of credit risk across the Group.
Contagion risk
The risk that developments in one country lead to a rating
downgrade or adverse credit conditions not only for that country
but also in other countries where the Group has interests.
Approach:
›
Ecsponent’s Credit Committee takes a conservative view
when managing credit risk.
›
Credit exposure is reviewed monthly and adjusted to reduce
credit risk and further improve the quality of assets held.
›
Credit process and credit governance are managed
competently, with a growth enabling risk appetite.
Pre-settlement risk
The risk of default before settlement, arising when a counterparty
defaults before the contract matures and the Group suffers a
financial loss in the process of replacing the unexecuted contract.
Settlement risk becomes direct credit risk at the time of default.
Approach:
›
All credit transactions are secured so that the Group is never
in an unsecured position.
Concentration risk
Significant loss arising from concentrated exposure to a
particular counterparty or group of counterparties (e.g. creditors,
investments, asset class). Approach:
›
Concentration risk is managed by addressing credit quality
and portfolio diversification. With respect to credit quality, the
probability of default by risk factor (for example, geography,
sector, or product) is the main driver for limit setting.
›
With regards to portfolio diversification, concentration risk
is managed through monitoring and determining of
investment risk.
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Market Risk

Market risk, the risk of loss arising from adverse changes in
market conditions during the period required to close out the
Group’s positions. The key categories of market risk are as
follows:
Foreign exchange risk
The risk that earnings and capital arising from fluctuations in
currency exchange rates. It can arise directly through making
loans in a currency other than the local currency of the obligor,
buying foreign-issued securities or issuing foreign currencydenominated debt as a source of funds. It can also arise when
assets and liabilities are denominated in different currencies.
The Group is also exposed to foreign exchange risk arising from
translation of carrying values and income streams from local
currencies to the South African Rand, the Group’s reporting
currency. Approach:
›
The responsibility of asset and liability management lies
with the Treasury Department.
›
On a regular basis, management reviews the structure
and pricing of Group assets and liabilities, to agree on the
optimum maturity profile and mix of incremental assets
and liabilities, to evaluate inherent market risks in new
products.
Interest rate risk
This is the risk of exposure of earnings and capital to adverse
changes in the level of interest rates. Exposure to interest rate
risk can result from a variety of factors:
(i) Repricing risk, due to differences in the timing of
instruments’ repricing; and
(ii)	Yield curve risk, due to mismatched maturities of
instruments.
Market risk also includes equity price risk, the risk of loss from
share price movements.

Liquidity Risk

The risk that the Group cannot maintain or generate sufficient
cash resources to meet its payment obligations in full as they
fall due. There are two types of liquidity risk.
Funding liquidity risk
The risk that funds will not be available when needed to meet
our financial commitments. Approach:
›
Liquidity risk is currently managed using a balance sheet
approach that estimates all sources and uses of liquidity,
including loans, investments, deposits and borrowings, as
well as contingent off-balance sheet exposures.
Trading liquidity risk
The risk that assets cannot be liquidated at reasonable market
prices. This can happen when market liquidity disappears,
making it difficult or costly to close or modify positions without
incurring losses.
Interest rate risk and liquidity risk are interconnected in
management of assets and liabilities. Approach:
›
Treasury is responsible for formulating the liquidity and
contingency planning strategies and identifying, monitoring
and reporting on all liquidity risks.
›
The main tools used for liquidity risk measurement are the
contractual and behavioural maturity gaps, ratio analysis
and stress testing.

Operational Risk

The risk of loss suffered as a result of the inadequacy of, or
failure in, internal processes, people and/or system or from
external events. Operational risk events give rise to reputational risks.
Approach
The Group’s control environment has been strengthened
significantly by the recent investments in people, systems
and processes.
People
To create a more effective approach to risk identification,
control testing and the enhancement of the first level
controls; qualified and experienced staff have been hired and
redeployed, strengthening the competence of the team.

People Risk

People risk refers to the negative impacts associated with
difficulties attracting and retaining skilled and committed
people and failure to enable people to grow and remain relevant
in a rapidly evolving world of work.
People risk also refers to harm being caused to the Group, its
clients and markets due to inappropriate execution of business
activities.
Approach
The Group has reward and recognition initiatives which
support customer centricity, retaining top talent and ensuring
sustainable long-term performance.
The Group maintains zero tolerance for all dishonest acts
and imposes a Code of Ethics on all staff. Management has
implemented a number of control measures, including more
on-site reviews, heightened control awareness training,
employee screening and disciplining staff involved in dishonest
behaviour.

Tax risk

Unanticipated tax liabilities from strategic decisions or from
unexpected changes in tax legislation may cause significant
financial loss.
Approach
Tax risk is managed through the ongoing advice from
independent tax specialists.

Strategic risk

This is the risk that our strategy may fail, causing damage to
the Group’s ability to generate or retain business.
Approach
In making strategic decisions, the Group carefully assesses the
impact of external factors and the feedback from customers,
shareholders and regulators.

Systems
Systems have been implemented to enhance fraud prevention,
conduct control testing and improve reporting of open risks
Group-wide.
Processes
We have improved processes of risk and control governance,
reviewed high risk Group wide policies, and amended Group
procedures.
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Reputational risk

The perceptions of stakeholders, such as the media,
competitors and the general public, can influence the Group’s
ability to maintain existing relationships, generate new
business or maintain access to sources of funding.
Approach
The Social and Ethics Committee oversees and reviews the
positioning of the Group’s brand. In doing this, the committee is
working with various stakeholders within the Group in ensuring
that there is a clear strategy being delivered which increases
the value of the brand and the Group’s standing, reputation and
legitimacy in the eyes of all stakeholders.

Environmental AND Social Risk

Environmental risk is the risk of pollution or destruction of
the natural environment (land, water, air, natural habitats, and
animal and plant species) through accidental or deliberate
actions, and social risk is the risk of a customer not meeting
acceptable standards related to employment, working
conditions and business ethics.
Approach
The Groups’ risk management framework was amended to
incorporate the identification, assessment and evaluation of
Environmental and Social Risks associated with investments,
reviewed high risk Group wide policies, and amended Group
procedures.
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Legal and Compliance Risk

The risk of legal or regulatory sanction, financial loss or
damage to reputation that the Group may suffer as a result of
its failure to comply with laws, regulations, codes of conduct
and standards of good practice applicable to its financial
services activities. Compliance risk is heightened when
applicable rules or regulations are ambiguous.
Disclosure risk is the risk which is due to reporting of
incomplete or false information, or not meeting accounting
and reporting requirements of regulatory, supervisory or fiscal
authorities.
Approach
The Group continues to provide attention and resources to
ensure that regulatory reforms and their related disclosure
requirements are embedded in our policies, processes,
products and operations.

OUR OUTLOOK
Strategy
Servicing our various stakeholders and providing attractive returns remains
at the centre of our strategy. We therefore endeavour to ensure that the Group
remains an attractive destination which is key to the growth of our business.

Over the years, we have catered for our investors’
various financial needs. Our most recent MyBucks
acquisition enables us to provide financial solutions
in regions where access levels are low, coupled with
our existing financial products and services. Investors
from several economies will benefit from attractive
investment offerings as well as innovative banking
solutions.

We will continue to address SMEs’ needs for
financing and skills. Through our robust, secured
financing solutions, we will ensure that we assist SMEs
with their financing needs whilst also upskilling them
to grow their businesses. Doing so will create a healthy
ecosystem that not only encourages financial inclusion
but also enables large corporations to improve
their procurement spending recognition; ultimately
contributing to economic growth.

Our investment philosophy remains unchanged,
we invest in niche, high barrier to entry and high
growth sectors. Our most recent MyBucks investment
has enabled us to expand our operational footprint
substantially in a greatly reduced time-frame.
We will continue to leverage our investment in growing
our business.

During the financial period under review, we have taken calculated risks that we strongly believe will position the
business for substantial growth in the future. We will continue to provide innovative investment products and financing
solutions that will improve the rates of financial inclusion. In addition, we will continue banking more of the unbanked
and generating wealth for stakeholders in all areas of operation.
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