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HIGHLIGHTS

TOTAL EQUITY

R1.83 billion
(2016: R1.64 billion)

NET ASSET
VALUE PER ORDINARY
SHARE

TOTAL CASH AND
CASH EQUIVALENTS

R1.88 billion

48.8 cents

(2016: R1.83 billion)

EARNINGS
PER SHARE

13.0 cents
(2016: 33.0 cents)

HEADLINE EARNINGS
PER SHARE

13.0 cents
(2016: 34.0 cents)

HEADLINE
EARNINGS / (LOSS)
PER SHARE FROM
CONTINUING OPERATIONS

(2016: 35.7 cents)

EARNINGS / (LOSS)
PER SHARE FROM
CONTINUING
OPERATIONS

13.7 cents
(2016: (6.5) cents)

13.7 cents
(2016: (6.5) cents)
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ABOUT AFRICAN PHOENIX
African Phoenix Investments Limited (“African Phoenix” or
“Phoenix” or “the Company”) is an investment holding company
based in the Republic of South Africa. Its income is generated
through interest, investment income and dividends received from
its wholly owned subsidiary, The Standard General Insurance
Company Limited (“Stangen”). Stangen provides a range of
quality, personalised and affordable insurance products in the
retail market.
The shares of African Phoenix are listed and tradeable on
the Johannesburg Stock Exchange (“JSE”). Please refer to
the Shareholder Information section in the Annual Financial
Statements for the Company’s registration details and share
codes.

A signed copy of the annual financial statements and the independent auditor’s report is available for inspection at our
registered office.
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LEADERSHIP REPORT
OVERVIEW

African Phoenix, previously African Bank Investments
Limited (“ABIL”), and its wholly owned subsidiary,
Stangen, delivered notably better financial outcomes
in comparison to those reported in the 2016 financial
year and are well positioned for future success.
The change in the name of the Company took place on
1 February 2017, the same day trading in ordinary and
preference shares under its new share codes commenced.
Replacement share certificates for holders of ABIL shares
were issued on 6 February 2017.

GOVERNANCE

African Phoenix is committed to good corporate governance
as expressed in the King IV Report on Corporate Governance
for South Africa (2016) (“King IV”) as well as established
principles of best governance practice.
In line with the principles outlined in King IV, the Company
has, in particular continued to strengthen its board of
directors (“Board”) throughout the course of the year. This is
evident in the number of new appointments that took place
during the period. The complementary knowledge, skills and
experience of the new directors has significantly enhanced the
Board’s overall capacity and capability, and has contributed to
diversity in terms of both race and gender.
With regard to executive leadership, the short-term contract
of Dr Enos Banda (“Enos”), who was the Company’s Chief
Executive Officer (“CEO”) for just over a year, expired in
November 2017. The Board is currently in the process of
recruiting a suitable replacement and will advise shareholders
and other stakeholders as soon as an appointment has
been made.
With regard to the independence of its directors,
African Phoenix is chaired by an independent non-executive
director and most of its Board members are independent
non-executive directors. As a governing body, the Board
ensures that African Phoenix complies with the listing
requirements of the JSE and all applicable legislation.
The Board is responsible for the Company’s strategic direction
and performance, and is accountable to both regulators
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and shareholders. At subsidiary level, this responsibility is
delegated to an independent Board, which is responsible for
the good governance and financial performance of Stangen.
Stangen is accountable to its shareholder, African Phoenix,
for its financial performance and is required to comply with
African Phoenix’s policies.
African Phoenix continues to evaluate the composition of
its Board on an ongoing basis and will appoint additional
members as and when necessary. The Board will seek
appropriate external advice as required in discharging
its duties.

STRATEGY

As a publicly listed investment holding company, African
Phoenix’s primary aim is to create and sustain long-term value
as measured by consistent growth in net asset value, before
distributions to shareholders.
Accordingly, the Board has chosen to position African
Phoenix as an investment holding company, managed
primarily by black South Africans who have a proven track
record of deploying capital in a manner that generates longterm economic value.
It is the Company’s intention to reach its long-term goal by
owning meaningful equity interests in a range of diverse
businesses that have either a proven track record or a proven
business concept. These businesses should demonstrably
generate or be able to generate cash and should earn
acceptable returns in relation to the initial capital invested.
While African Phoenix is a listed company, it is able to benefit
from the advantages of operating as a private equity investor
without the limitations of a typical private equity structure,
which usually demands an exit from investee companies
within a defined period. Investments are selected with a
long-term view in mind and the intention is that they will be

maintained for as long as they continue to meet the Company’s investment criteria. Conversely,
investments will be disposed of should they fall short of these criteria.
The performance of deployed capital is actively assessed against the investment criteria on an
ongoing basis to make sure that African Phoenix meets its long-term objective of growing the
Company’s net asset value by more than the cost of capital at portfolio level.

OUTLOOK

African Phoenix will continue to use its strong balance sheet to take advantage of appropriate
investment opportunities and to build shareholder value.
At subsidiary level, Stangen will continue to strengthen its distribution network and to actively
seek out synergies that will enable it to secure its long-term sustainability.
For and on behalf of the Board

Morris Mthombeni
Chairman
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LEADERSHIP REPORT continued

BOARD OF DIRECTORS
NON-EXECUTIVE DIRECTORS

MORRIS MTHOMBENI
(“MORRIS”)
Chairperson

Independent NonExecutive Director
BProc, LLB, B Juris, MBA
(Finance), PhD Fellow
(University of Pretoria)
Morris is currently an
executive director at the
University of Pretoria’s
Gordon Institute of Business
Science (GIBS), a governance
practitioner and a mass-tech
entrepreneur. Prior to this, he
pursued an executive-level
career in financial services
for a period of two decades,
during which time he held,
amongst others, the position
of CEO at a large investment
management business and
the position of Executive
Director at a large insurancebased financial services
company.
Morris chairs the Board and
serves on the Remuneration,
Nomination, Transformation,
Social and Ethics Committee
(“RNTSE Committee”).
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ALETHEA CONRAD
(“LEA”)

Independent NonExecutive Director
BA, LLB (Rhodes),
Management Advancement
Programme (Wits Business
School), International
Executive Development
Programme (Wits Business
School and London
Business School)

CARMEN LE GRANGE
(“CARMEN”)
Independent NonExecutive Director

BCom, CA(SA), PostGraduate Diploma in
Accountancy (University of
KwaZulu-Natal)

While at Oceana, Lea led
the process required to
ensure that the group was
included on the JSE’s Socially
Responsible Investment Index
for 10 consecutive years. Lea
also successfully led the longterm commercial fishing rights
allocation process (licence to
operate) for the group. She
also created and established
the Oceana Empowerment
Trust in 2006, through
which more than 2 600
black employees now own
13.8 million shares in Oceana.

Carmen has 22 years of
experience in auditing
and consulting in the
accounting profession and
was previously a partner at
PricewaterhouseCoopers
Proprietary Limited (PwC).
She headed up the Business
Resilience practice for Africa
and was part of the global
risk leadership team. She
also headed up the Advisory
human capital function
where she was responsible
for 1 400 staff members,
served as the Advisory
Transformation Leader and
was a member of the PwC
southern Africa Governing
Board. She is the CEO of
a power and infrastructure
maintenance business and
runs a consultancy practice
that specialises in corporate
governance, risk management,
organisational and financial
transformation and diversity.
Carmen is a member of the
South African Institute of
Chartered Accountants, the
Independent Regulatory Board
of Auditors and the Black
Management Forum.

Lea chairs the RNTSE
Committee.

She is chairperson of the
Audit and Risk Committee.

Lea has extensive executive
experience, which was gained
from serving as an executive
director of the JSE-listed
group, Oceana. Prior to joining
Oceana, Lea held legal advisory
and strategy positions at
Transnet Limited and practised
as an attorney. She is highly
skilled in scenario planning
as it relates to future policies
and strategy development,
particularly within highly
regulated industries.
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OYAMA ANDREW
MABANDLA
(“OYAMA”)
Independent NonExecutive Director

BA (Political Science)
(University of California),
Juris Doctorate (Columbia
University School of Law)
Oyama joined the
Johannesburg Bar as a
practising advocate in January
1999 after working as an
investment banker for the
Union Bank of Switzerland.
He was then headhunted by
South African Airways (“SAA”)
as general counsel, later
becoming the Deputy CEO
of SAA. He has held various
positions during his career,
including board chairperson at
both Vodacom Group Limited
and Consol Glass Proprietary
Limited; director of Group
Five Limited and Mvela Group
Limited; and as a member
of the JP Morgan African
Advisory Board.
Oyama is chairperson of the
Investment Committee and
is a member of the RNTSE
Committee.

NON-EXECUTIVE DIRECTORS

SAMUEL SITHOLE
(“SAM”)

Non-Executive Director
CA(SA) ACA(UIC) CA(Z)
PLD (Harvard Business
School)
Sam is the CEO and cofounder of Value Capital
Partners Proprietary Limited,
a current shareholder
in African Phoenix. He
previously served as the
Group Financial Director of
Brait SE and a member of
the Brait Investment team for
eight years. Prior to that, he
was the Audit Leader for the
Deloitte and Touche Group.
Sam is currently a nonexecutive director for Allied
Electronics Corporation
Limited and Adcorp Holdings
Limited.
He is a member of the
Investment Committee and
the RNTSE Committee.

EXECUTIVE DIRECTOR

NONZUKISO
SIYOTULA (“ZUKIE”)

DANIËL VLOK
(“DANIE”)

CA(SA), MBA (Gordon
Institute of Business
Science), Executive
Leadership Programmes at
INSEAD, Harvard Business
School and Oxford
Business School

BCom, MBA (University of
Pretoria)

Independent NonExecutive Director

Zukie was CEO of Thebe
Capital at Thebe Investment
Corporation from 2014
to 2016, where she was
responsible for managing
a portfolio of strategic
investments. Prior to joining
the Thebe Group, she held
various senior positions at the
Barclays Africa Group, Old
Mutual Retail Mass, Royal
Bafokeng Holdings and South
African Breweries.
Zukie serves on the Audit
and Risk Committee and the
Investment Committee.

Independent NonExecutive Director

Danie has worked in merchant
banking for more than 20 years
and gained a wealth of banking
industry experience during a
five-year tenure at the South
African Reserve Bank. During
his career, he has served as
an executive director of Real
Africa Holdings, as well as on
the board and committees
of all of its subsidiary and
investment companies. He has
also served as a non-executive
director on the board and
committees of a number of
companies operating in the
banking, life assurance, asset
management, technology,
engineering and manufacturing
industries.
Danie serves on the Audit and
Risk Committee.

JOHN EVANS
(“JOHN”)

Financial Director
CA(Aus), CA(SA), BCom
(Wits)
John has 20 years experience
in providing business advisory
services.
Prior to establishing his
company, RS Advisors,
he worked for Deloitte
Reorganisation Services
in Edinburgh and then as
a director in the Deloitte
Corporate Finance team in
the Republic of South Africa,
where his specific focus
was on restructuring and
turnaround management
projects. As an independent
consultant, he has worked
on a number of restructuring
and corporate finance
assignments in the Republic
of South Africa, Europe and
the Middle East.
John was one of the business
rescue practitioners of
ABIL who, together with
Dawie van der Merwe,
oversaw the successful
business rescue of ABIL.
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CORPORATE
GOVERNANCE
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LEADERSHIP AND
GOVERNANCE STRUCTURES
BOARD
Independent Non-Executive Chair: M Mthombeni
Independent Non-Executive Directors: A Conrad, D Vlok, O Mabandla, N Siyotula; C Le Grange
Non-Executive Director: S Sithole
Executive Director: J Evans (FD)
All non-executive directors have access to management and company information as required.
The Board delegates certain functions and oversight to the committees of the Board.

Annual external
review of
Board effectiveness

A third of the Board
members retire at
each AGM

REMUNERATION,
NOMINATION,
TRANSFORMATION AND
SOCIAL AND ETHICS
COMMITTEE

AUDIT AND RISK
COMMITTEE

Chair: A Conrad

Chair: C Le Grange

Chair: O Mabandla

Members: D Vlok,
N Siyotula

Members: S Sithole,
N Siyotula

Members: S Sithole,
M Mthombeni, O Mabandla

INVESTMENT
COMMITTEE

The Board and committees monitor and oversee:

EXECUTIVE
MANAGEMENT

FD: J Evans

African Phoenix INTEGRATED ANNUAL REPORT 2017
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CORPORATE GOVERNANCE continued

The Board provides ethical leadership and is committed to
good governance practices that add value to African Phoenix,
it is the Company’s highest decision-making body and is
responsible for the establishment and maintenance of the
ethical culture of the Company based upon good corporate
governance values. The chairperson of the Board and the
company secretary ensure that a sound structure is in place
to enhance good corporate governance.
The Board recognises that good corporate governance
emanates from effective, responsible leadership, which is
characterised by the values of responsibility, accountability,
fairness and transparency. Its code of ethics provides
guidance to the Company’s executive team to ensure that
they act with uncompromising honesty and integrity in its
interactions with all stakeholders.
The Board also plays a pivotal role in strategic planning and
establishing clear benchmarks against which to measure
the Company’s strategic objectives. It ensures the existence
of necessary committee structures, with clear terms of
reference that assist the Board committees in discharging
their responsibilities and upholding the Company’s ethics and
strategic objectives.

GOVERNANCE OBJECTIVES

African Phoenix recognises that the principles of good
corporate governance and transparent, comprehensive
business practices are essential to protect the interests of
all of its stakeholders and is committed to ensuring that
it remains a responsible corporate citizen. The Board is
responsible for the Company’s compliance with applicable
laws, rules, codes and standards which is an integral part of
the Company’s culture, and key to ensuring it achieves its
strategy. The Board is satisfied that African Phoenix complied
with all King IV recommendations.

THE BOARD

The Board reviews and approves the strategic objectives
and policies of the Company, and provides overall strategic
direction within a framework of incentives and controls.
It ensures that the executive team maintains an appropriate
balance between promoting the long-term sustainable growth
of the Company and delivering short-term performance
objectives. The newly approved strategy is robust, targets
areas for growth and will be implemented so as to balance
value creation with maintaining sound controls and a strong
focus on risk management. In setting African Phoenix’s
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strategy the Board considered future trends and economic
assumptions and identified opportunities and risks that
could impact the Company’s growth ambitions. The Board
approved strategy is more comprehensively set out on page 4
of the annual report.
The Board delegates authority to the executive team to
manage the Company’s day-to-day affairs. In this regard
the Board regularly monitors and reviews the delegated
authorities to ensure that they are aligned with principles
of best practice as well as the recommendations set out in
King IV. The Audit and Risk Committee reviews the delegation
of authority and presents its findings to the Board annually.

THE BOARD CHARTER

The Board operates under an approved charter which
regulates the way business is conducted, in line with the
principles of sound corporate governance and King IV, and
provides that the Board has ultimate accountability and
responsibility for the Company’s performance and affairs.
The Board is satisfied that it has fulfilled its responsibilities in
accordance with the charter.

BOARD MEETINGS

Board meetings are held at least quarterly. The agenda and
relevant supporting documents are distributed to directors
before each board meeting and the appropriate executive
director will explain and motivate items where decisions
should be taken by the Board.

BOARD APPOINTMENTS

The Board, assisted by the RNTSE Committee, appoints
new directors through a formal, fair and transparent process.
The RNTSE Committee consists of a majority of independent
non-executive directors and those discussions pertaining to
the nomination and appointment of new directors is chaired
by the Board chairperson.
The Board, together with the RNTSE Committee, considers
diversity in terms of race, gender and skills when making
new appointments.

CHANGES TO THE BOARD

Carmen was appointed to the Board as an independent
non-executive director on 28 March 2017.
Zukie was appointed to the Board as an independent
non-executive director on 22 September 2017.
Oyama was appointed to the Board as an independent
non-executive director on 22 September 2017.

Sam was appointed to the Board as a non-executive director
on 22 September 2017.
Issac Shongwe resigned as a chairperson and a member of
the Board on 31 July 2017.
Peter Mountford was appointed to the Board as an
independent non-executive director on 28 March 2017 and
resigned on 19 July 2017.
On 30 November 2017 Enos’ contract as CEO of African
Phoenix expired and he was appointed as a non-executive
director of the Company. Enos resigned as a non-executive
director on 15 January 2018 to focus on other business
responsibilities. The Board thanks Enos for his contributions
to the Company and wishes him well in his future endeavours.
An abbreviated curriculum vitae of each newly appointed
director appears on pages 6 and 7.

BOARD COMPOSITION AND
SUCCESSION PLANNING

The Board is comprised of eight directors: one executive,
one non-executive and six independent non-executives.
The Board is satisfied that it has the requisite balance of skills,
knowledge, experience and diversity to make it effective.
The Board evaluates its composition on an ongoing basis
and will appoint additional members as and when the
need arises.

BOARD EVALUATION AND
INDEPENDENCE

As required by King IV, board evaluations are conducted
on an annual basis with further reviews being conducted
at appropriate intervals as and when required. Areas of
improvement are noted and addressed on an ongoing basis.
The evaluations conducted assess the Board’s effectiveness
as a team, how well the Board committees function and
discharge their duties as stated in the respective terms of
reference, as well as the commitment and performance of the
individual directors.

The Board specifically considers the independence of
directors and their commitments on the date of appointment
and annually thereafter. This evaluation is done to determine
whether a director has sufficient time to discharge his or her
duties effectively and is free from conflicts that cannot be
managed satisfactorily.

COMPANY SECRETARY

The company secretary (“Acorim”) provides the Board with
guidance in respect of the discharge of directors’ duties and
responsibilities, and regarding legislation, regulatory and
governance procedures and requirements. The Board has
access to, and is aware of, the responsibilities and duties of
the company secretary, who also acts as secretary to the
Board appointed committees.
The Board is satisfied that Acorim has the required
knowledge, skill and discipline to perform the functions
and duties of the company secretary. In its assessment of
the company secretary the Board concluded that Acorim
maintains an arm’s length relationship with the Company and
its Board in that no Acorim employees are directors of the
Company, nor do they have any interests or relations that may
affect independence.

ROLES AND RESPONSIBILITIES

The Board and its committees are structured to ensure that
African Phoenix delivers on its mandate and responsibilities
as an investment holding company, while simultaneously
adhering to the principles of good governance set out in
King IV. Within that framework, the Board and its committees
strive to ensure that the Company delivers good performance
and always operates ethically and with a social conscience.
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CORPORATE GOVERNANCE continued

MAIN FUNCTIONS OF THE BOARD AND COMMITTEES

BOARD

REMUNERATION,
NOMINATION,
TRANSFORMATION AND
SOCIAL AND ETHICS
COMMITTEE

• Strategy

• Nominations

• Corporate governance

• Committee charters

• Legislative and regulatory compliance

• Delegation of authority

• Financial performance

• Oversight and accountability

• Formulation, implementation and monitoring of
Executive Remuneration Policy, Transformation Policy,
Gender Equity Policy, and Social and Ethics Policy
• Nomination of directors

• Oversight of all financial and sustainability reporting, including legal, regulatory
and tax compliance

AUDIT AND RISK
COMMITTEE

• Review of financial viability, solvency and going concern status
• Oversight of external audit processes and internal financial controls
• Risk governance and oversight of risk management
• Information technology governance

INVESTMENT
COMMITTEE

12

• Development, implementation and
monitoring of investment strategy in
consultation with the Board
• Consider and recommend
transactions and investment
proposals to the Board for approval
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• Identification and assessment of
investment
• Review and assessment of
capital structures and funding
requirements

BOARD COMMITTEES

The Board delegates certain functions to various committees
in which independent non-executive, non-executive and
executive directors participate. The Board committees
fulfil their obligations contained in the Companies Act and
the Company’s Memorandum of Incorporation, as well as
the recommendations contained in King IV. As and where
necessary the committees execute further duties delegated to
them by the Board.
In discharging its duties, the Board delegates authority
to the committees and individuals through clearly defined
terms of reference, which it reviews regularly. The Board
maintains effective control through a well-developed
governance framework that provides for the delegation of
authority. The chairperson of each committee is elected by
the members of the relevant committee, who themselves are
appointed by the Board.
The duties and responsibilities of the various committees do
not reduce the individual and collective responsibilities of the
Board in respect of the carrying out of their fiduciary duties
and legal obligations.

AUDIT AND RISK COMMITTEE

The Audit and Risk Committee has specific statutory duties
to shareholders which are described in its terms of reference.
The Audit and Risk Committee was chaired by Morris, an
independent non-executive director, until 19 September 2017
when he was appointed as chairperson of the Board. Morris
was replaced by Carmen on 22 September 2017.
Responsibilities of the Audit and Risk Committee
The Audit and Risk Committee responsibilities are set out
in the Audit and Risk Committee’s report on page 30 of the
annual financial statements.
The Audit and Risk Committee considered and satisfied itself
of the appropriateness of the expertise and experience of the
FD, whose qualifications appear on page 7 of this Report.

the year ahead. Their statement in this regard is contained in
the directors’ approval to the financial statements. Refer to
page 30 of the annual financial statements for the Audit and
Risk Committee’s report.
The Audit and Risk Committee performed an assessment on
the suitability of the JSE-accredited auditors, Grant Thornton
Johannesburg Partnership and Soné Kock, as the designated
individual registered auditor for re-appointment as the
Company’s external auditors. Based on the assessment
which concluded that both the audit firm and the individual
auditor understand their roles and have the competence,
expertise, experience and skills required to discharge their
specific audit and financial reporting responsibilities, the
committee recommended to the Board that they be reappointed to continue as the Company’s external auditors.

THE INVESTMENT COMMITTEE

The Investment Committee consists of three non-executive
directors who consider all cash and other investment
opportunities and capital expenditure proposed by the
Company’s executive. The Investment Committee can
recommend such investment opportunities and capital
expenditure to the Board for final approval.
The Investment Committee’s duties and responsibilities are
governed by its terms of reference, which is reviewed annually
by the Board.
Responsibilities of the Investment Committee
The Investment Committee is responsible for the following:
• Development, implementation and monitoring of
investment strategies in consultation with the Board;
• Identification and assessment of investment opportunities;
• Review and assess capital structures and funding
requirements; and
• Consider and recommend transactions and investment
proposals to the Board for approval.

The Audit and Risk Committee considered and satisfied itself
regarding the appropriateness of the expertise, adequacy of
the resources of the Company’s financial function and are of
the opinion that the Company will remain a going concern in

African Phoenix INTEGRATED ANNUAL REPORT 2017
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CORPORATE GOVERNANCE continued

BOARD MEETING ATTENDANCE

Summary of Board meeting attendance by non-executive directors

Total number of meetings
In attendance
M Mthombeni

Board

Audit & Risk
Committee

Remuneration,
Nomination,
Transformation
and
Social & Ethics
Committee

9

5

4

4

9

5

2

3

Investment
Committee

A Conrad

9

4

4

n/a

C Le Grange

3

2

n/a

1

P Mountford

1

n/a

1

3

I Shongwe

7

n/a

4

n/a

D Vlok

9

5

n/a

3

Notes:
1. Lea was a member of the Audit and Risk Committee until 14 June 2017.
2. Morris, Carmen and Danie were members of the Investment Committee until 19 September 2017.
3. Morris was chairperson of the Audit and Risk Committee until 19 September 2017.
4. Isaac Shongwe was chairperson of the Board until 31 July 2017.
5. Peter Mountford was member of the Board, Investment Committee and RNTSE Committee from 28 March 2017 to 19 July 2017.
6. Isaac Shongwe and Peter Mountford attended all meetings held in the period that they were members of the Board.

AFRICAN PHOENIX RISK ANALYSIS
OVERVIEW

As an investment holding company, African Phoenix’s
main assets comprise a combination of investments in
going concerns, cash and other short-term investments.
The Company following the conclusion of the business
rescue process is in a sound financial position.
The Company has one operating subsidiary, Stangen.
An analysis of the Stangen specific risks is set out below.

RISK MANAGEMENT

African Phoenix has a robust risk management framework in
place and associated policies, risks, controls and mitigating
actions are reviewed on an ongoing basis by the Board and
Audit and Risk Committee. No material weaknesses have
been identified in the control environment that could adversely
impact the Company from achieving its strategic objectives.

RISK RATINGS

The Company’s financial position is sound, as such financial
and solvency risks were rated as low.
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Operational risks relating to the risk of loss resulting from
inadequate or failed internal processes, people and/or
systems or from external events was rated as low.
Strategic risks were rated as moderate and are discussed in
more detail below.

STRATEGIC RISKS

Strategic risk is the risk of an organisation not being able to
fulfil its strategic objectives or implement its business plan.
The main factor influencing strategic risk relates to the
appointment of a new CEO and management team.
Strategic risks will only reduce once the aforementioned
appointments have been made. Thereafter, the biggest risk
we face as African Phoenix in implementing our strategy is
not finding those deals that would properly utilise our cash
and leverage our strong balance sheet.
The Investment Committee reviews the cash investment
strategies used by management on a regular basis.
The Investment Committee assesses and must consider and
recommend all non-cash investment opportunities, potential
corporate activity, mergers and acquisitions and capital
expenditure to the Board for approval.

STANGEN RISK ANALYSIS
OVERVIEW

Stangen is the sole operating subsidiary of African Phoenix.
It successfully applied for and received its own Financial
Services Provider licence in November 2016.
Stangen’s management has conclusively dealt with all
legacy issues arising from the financial settlement reached
in the 2016 financial year with regard to the credit life book
originated by African Bank Limited and Residual Debt
Services Limited.
The legal transfer of the run-down credit life portfolio to
Guardrisk Life Limited was approved by the Financial Services
Board (“FSB”) on 8 June 2017, with an effective date of
30 June 2017. The transfer was a major milestone for Stangen
and has resulted in Stangen no longer having any legacy issues
or risks arising from its historic relationship with African Bank
Limited.
Stangen essentially operates as a start-up niche direct life
insurer, but with the benefit of a small in-force portfolio that
was retained and which will accelerate its development
to maturity.

RISK MANAGEMENT

Stangen’s risk management and control environment has
stabilised following a major review and significant changes
during the 2016 financial year. The risk management
framework and associated policies are reviewed on an
ongoing basis by the Stangen Board and Risk Committee
in line with insurance industry regulatory requirements.
No material weaknesses have been identified in the
control environment.
The Stangen Board submits regulatory returns and Own Risk
and Solvency Assessment Reports to the FSB on a regular
basis. These detail Stangen’s exposure to current and future
risks, as well as the interrelationships between the risks. They
also set out the appropriate minimum levels for the regulatory
and internal capital requirements necessary to meet prevailing
regulatory solvency requirements and Board-approved
strategic imperatives.
These assessments take place within the framework of the
risk appetite defined by the Stangen Board, which targets
a minimum return for shareholders taking into account the
appropriate risk framework. Stangen has hosted regular
onsite visits from the FSB over the past three years and
no major issues have been raised by the regulator about
Stangen’s ability to operate.

RISK RATINGS

Financial- and solvency-related risks were rated to be minor
during the reporting period due to the strength of Stangen’s
balance sheet.

Operational, business and strategic risks were however rated
as major risks by the Board given the infancy of Stangen’s
new operating model. This was an expected outcome as the
business model had been completely revamped and many
operational processes had been changed during the 2016
financial year. While significant progress had been made by
management in these areas by the 2017 year-end, it was still
too soon to adjust the risk rating to moderate.
Regulatory risks were rated as major, given the pace and
extent of regulatory change.

OPERATIONAL RISK

Operational risk is the risk of loss resulting from inadequate
or failed internal processes, people and/or systems or from
external events.
• The Stangen team remains small, managing multiple
functions and, as such, both staff retention risk and
succession planning risk remain a concern.
• New sales and partner risks are mitigated by:
–– Actively monitoring outsourced functions and engaging
regularly with business partners; and
–– Implementing new sales processes, which are
continuously monitored and improved whenever
necessary.

STRATEGIC AND BUSINESS RISK

Strategic risk is the risk of an organisation not being able to
fulfil its strategic objectives or implement its business plan.
Business risk is the risk of changes occurring in the external
environment that may have a direct or indirect impact on
the business and its ability to fulfil its strategic objectives or
implement its business plan.
Stangen is focusing on improving the quality of new business
as well as the company’s overall collection rates despite
the fact that it is operating in a very constrained economic
environment, which naturally impacts on affordability and
policy lapse rates.

REGULATORY RISK

Regulatory risk is the risk of losses arising from changes in
legislation or regulation.
Stangen operates in a highly regulated insurance industry
environment. While the Board does not expect any material
impact due to regulatory changes during the 2018 financial
year, the pace and extent of change is onerous. The Board
therefore actively monitors changes to the regulations
affecting the insurance industry, including changes to
International Financial Reporting Standards accounting
standards, Protection of Personal Information Act and other
regulations such as the Financial Sector Charter Code.
African Phoenix INTEGRATED ANNUAL REPORT 2017
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REMUNERATION, NOMINATION,
TRANSFORMATION AND SOCIAL
AND ETHICS COMMITTEE REPORT
We are pleased to present the RNTSE Committee report
for the 2017 financial year. As African Phoenix is relatively
small in size, it has a single Board committee that deals with
remuneration, nomination, transformation and social and
ethics matters.

RNTSE COMMITTEE

The RNTSE Committee is chaired by an independent
non-executive director and has three further members,
two of whom are independent non-executive directors.
The committee has been incorporated as a sub-committee
of the Board in terms of the guidelines specified in King IV.
The members of the RNTSE Committee, as at the date of this
report, are as follows:
Name

Date appointed

Directorship status

A Conrad

28 September 2016 Independent
Non‑Executive Director
and Chair

M Mthombeni

19 September 2017 Independent
Non‑Executive Director

O Mabandla

22 September 2017 Independent
Non‑Executive Director

S Sithole

16 November 2017 Non-Executive Director

The RNTSE Committee is responsible for the following in the
area of remuneration policy and practice:
• Defining, implementing and monitoring a remuneration
policy that is aligned with the strategy of the Company and
is linked to individual performance;
• Ensuring that the remuneration policy reflects the interests
of stakeholders, is comparable to the general remuneration
environment in the sector, and complies with relevant
principles of corporate governance;
• Ensuring that the directors, both executive and nonexecutive, are fairly and responsibly rewarded;
• Considering the performance of the directors and
executive management when determining their
remuneration;
• Reviewing the terms and conditions of remuneration
packages for directors and executive management at least
once each year;
• Reviewing the terms and conditions of executive servicelevel agreements at least once each year; and
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• Reviewing and recommending to the Board performancerelated incentive schemes, performance criteria and
measurements.
In respect of nominations and appointments of directors, the
RNTSE Committee is responsible, inter alia, for the following:
• Establishing formal processes for the appointment of
directors;
• Succession planning for the offices of chair and executive
directors;
• Identifying suitably qualified and experienced individuals for
appointment to the Board and the committees; and
• Performance evaluations of directors.
In the areas of transformation, social issues and ethics, the
RNTSE Committee is responsible for the following:
• Ensuring that the Board, executive, management and staff
of the Company fairly represent the demographics of the
Republic of South Africa;
• Implementing and monitoring the Company’s gender
equity policy;
• Providing guidance on the development, implementation
and monitoring of a corporate social investment policy;
• Providing guidance on the development, implementation
and monitoring of a social and ethics policy;
• Assisting the Board in creating and sustaining an ethical
business culture aligned to the principles defined in
King IV; and
• Monitoring compliance with ethical business principles.

REMUNERATION

Executive remuneration is a key focus area for the RNTSE
Committee as the executive team needs to be remunerated
and incentivised in a way that promotes the behaviours and
actions required to deliver on the Company’s strategy and to
grow shareholder value.
Key aspects of the RNTSE Committee’s work during the
reporting period included:
• The development of a remuneration framework that
will complement the Company’s strategy and facilitate
the employment of a suitably qualified and experienced
executive team to deliver on that strategy;
• The retention and strengthening of the financial
management team;

• The recruitment of new members to the Board; and
• Undertaking the process of recruiting a permanent CEO.
During the 2017 financial year, the Company only had two
employees, both of whom were executive directors. They
held the positions of CEO and FD. They were rewarded on
a guaranteed pay basis only and were neither granted nor
received any incentives.
In view of the limited number of executives and the need to
meet the responsibilities of the RNTSE Committee, greater
input was needed from its members, requiring additional
meetings to be held during the year.
Shortly after the financial year-end the CEO’s contract came
to an end. The Board has embarked on the process of
recruiting a new CEO and expects to be able to do so early
in 2018. In order to attract a new CEO and an executive
team with the requisite skills to implement the Company’s
strategy, the RNTSE Committee recognises the need to offer
a competitive remuneration package that encompasses both
fixed and variable pay structures. It has therefore appointed
advisors to assist in benchmarking executive salaries.
The Company’s intention is to appoint a management team
with demonstrable skill in deploying capital and generating
value for the Company. Consequently, the RNTSE Committee
has already begun work simultaneously with the recruitment
process to develop a comprehensive remuneration framework
to align the executive team with delivery of the strategy.

REMUNERATION POLICY

African Phoenix is committed to being a high-performing
investment holding company. The Company’s remuneration
policy reflects this objective and aims to reward highperforming individuals for their contribution to the successful
implementation of the business strategy. In line with this,
its remuneration framework is modelled on those used by
private equity fund managers with remuneration linked to
value creation. The executive will be offered a fixed salary
component with incentives aligned to performance and
value creation.
The remuneration policy aims to:
• Provide a framework for the management of total reward
within the Company;
• Reward and retain employees with the necessary skills to
foster the continuous growth of the Company;
• Encourage sustainable long-term performance that will be
in the best interests of the Company;
• Support and encourage behaviour consistent with its
values and culture;

• Promote an appropriate balance between the needs,
expectations and risk exposure of its stakeholders in order
to ensure the creation of sustainable long-term value;
• Demonstrate transparency based on external benchmarks
in order to ensure fairness and equity; and
• Ensure alignment with the principles of good corporate
and compensation governance.
The RNTSE Committee will review the remuneration policy
on an annual basis in order to ensure that it is robust enough
not only to support the Company’s strategic objectives, but to
ensure that it is aligned to best market practice. It will be put
to a shareholder vote at the AGM every year.

REMUNERATION ELEMENTS

The executive reward framework is designed to fairly and
transparently reward each individual’s contribution and value
to the Company. The remuneration of executive directors will
consist of a mix between guaranteed pay and variable pay
which is linked to performance. This is to ensure that there
is alignment between the interests of the executives and
the Company.
The different elements include:

COST TO COMPANY

The Company benchmarks executive remuneration against
comparable companies in order to ensure that the cost-tocompany element is market-related and fair. As a general
guideline, the Company aims to remunerate employees
who perform as expected at the median. This principle can,
however, be adjusted if necessary in order to attract and
retain scarce human resources.
The following factors are taken into consideration when
determining salary increases:
• Company performance;
• Market conditions;
• Overall affordability;
• Inflation; and
• Individual performance.

SHORT-TERM INCENTIVE

The aim of the short-term incentive (“STI”) scheme is to
encourage the achievement of results within an agreed risk
appetite framework and to encourage behaviour aligned with
the Company’s values and the interests of its shareholders
and other stakeholders.
An STI scheme will be implemented to reward members of
executive management a cash bonus based on financial
returns over a specified period. The STI will be determined
based on performance scorecards.
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RNTSE continued

IMPLEMENTATION

LONG-TERM INCENTIVE

A long-term incentive (“LTI”) scheme will be developed and
implemented as a means to retain employees and to align the
interests of executives with those of shareholders.

The remuneration policy has been implemented as per
the above. Following the previous AGM we engaged with
shareholders to obtain their specific feedback on the
remuneration report. For the 2016 financial year, the Company
received a 50.72% non-binding advisory vote in favour of
the remuneration policy. We have taken cognisance of the
engagement feedback received, which in brief, related to the
limited implementation of the remuneration policy, particularly
as it related to linking remuneration to performance.

EXECUTIVE DIRECTORS’ REMUNERATION

Basic remuneration, benefits and bonuses paid to executive directors

Salary

Retirement,
medical aid
contributions
and other
payments

2017

R000

R000

E Banda1

2 483

–

–

2 483

–

2 483

3 196

–

1 329

4 525

–

4 525

5 679

–

1 329

7 008

–

7 008

J Evans2

1

2

3

18

Total costto-company
package

Annual
bonus

Total
cost-tocompany
package

R000

R000

R000

R000

Other fees3

Enos was appointed as non-executive chairperson on 6 September 2016, executive chairperson on 1 October 2016 and, subsequently, as CEO on
14 December 2016. Enos’ term as CEO ended on 30 November 2017. He subsequently served as a non-executive director until his resignation on
15 January 2018.
John was appointed as FD on 1 October 2016. Prior to his appointment, he was one of the Company’s two business rescue practitioners for the period
5 June 2015 to 19 May 2016.
Other fees:
The other fees received by John Evans were in respect of his appointment as one of the joint business rescue practitioners for African Phoenix.
These fees, incurred and paid in the reporting period, relate to assets established and preserved during business rescue and realised during that period.
The fees were paid in terms of the business rescue contract signed with the Company.
All fees received by the business rescue practitioners in the 2016 financial year were disclosed as part of related party transactions.
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40. DIRECTORS’ REMUNERATION continued
40.2 NON-EXECUTIVE DIRECTORS’ REMUNERATION
2017

2016

Services Services to
to the other group
company companies
R000
R000
5(KHTZ
E Banda
A Conrad
4.\TIP
53HUNH9V‘KZ
*3L.YHUNL
44VNHZL
P Mountford
44[OVTILUP
0:OVUN^L
1:‘TTVUKZ
D Vlok

–

–

714
–

–

263
–

173

916

612
–

–

–

–

–

–

Total
R000

Services Services to
to the other group
company companies
R000
R000

–

¶

–

¶

714

¶

–

¶

–

¶

–

263

¶

¶

–

173

¶

¶

–

391
–

–

Total
R000

–

¶

¶
¶

1 307
612
–

693

–

693

3 371

391

3 762

¶
¶
¶

;OLUVUL_LJ\[P]LKPYLJ[VYZHYLWHPKIHZLKVUH˜_LKYL[HPULYMVY[OLPYYLZWVUZPIPSP[PLZHUKK\
HZIVHYKTLTILYZWS\ZHWLYTLL[PUNMLLMVYIVHYKHUKJVTTP[[LLTLL[PUNZH[[LUKLK;OL‘KV
UV[WHY[PJPWH[LPUHU‘VM[OLJVTWHU‘»ZIVU\ZHUKPUJLU[P]LZJOLTLZHUKULP[OLYKV[OL‘YLJLP]L
HU‘V[OLYILUL˜[ZMYVT[OLJVTWHU‘
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