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ABOUT THIS REPORT
Our integrated annual report for the year ended 30 September 2014 reflects our second
full year as a listed entity. It explains the group’s business model and strategy, analyses its
financial, operational, social and governance performance in relation to opportunities,
and sets out management’s expectations for the future.
S C OPE AND B OUN DARY
The scope of this report covers the group holding company and its subsidiaries, which are set out in the group structure and
profile on page 4. The group operates primarily in South Africa. The report excludes Paycorp Holdings Proprietary Limited
(Paycorp) and Bayport Financial Services 2010 Proprietary Limited (Bayport) which were disposed of early in the year
under review.
Group executive management was significantly involved in the preparation of the integrated annual report, and believes the
information provided covers all the factors deemed to be material to our ability to create value. The report is considered to be
relevant to all our stakeholders but focuses on information relevant to providers of financial capital, in their assessment of
Transaction Capital’s ability to create value over the short and medium term.
The group executives, with input from the divisional chief executives, determine materiality with reference to stakeholder
intelligence gathered through engagement at group and subsidiary levels. The discussion of our material issues, starting
on page 22, specifically sets out to answer the key questions raised in our engagements with the relevant stakeholders
in each case.

Subsequent to the disposal of Paycorp and Bayport, the group restructured its operating
divisions as illustrated on page 4. For the purposes of this report, retrospective information
is reported according to the previous structure (i.e. SA Taxi and Rand Trust under assetbacked lending; and MBD CS and Principa Decisions under credit services), whereas
forward-looking and strategic information is reported as per the new divisional structure.
This report includes financial results (page 83 to 86), with the full annual financial statements available at Transaction Capital’s
registered office and on the group website, www.transactioncapital.co.za.

R EP ORT I NG FRAMEWORKS
This report is prepared in accordance with International Financial Reporting Standards (IFRS), the JSE Listings Requirements and
the South African Companies Act, 71 of 2008. This year we have also considered the International <IR> Framework of the
International Integrated Reporting Council (IIRC), released in December 2013.
We applied most of the principles contained in the King Code on Governance Principles for South Africa 2009 (King III).
Where we depart from certain principles, this is explained in the governance report starting on page 62 and the King III
register available online.

A S SURA NCE OF TH E REPORT
External
Deloitte & Touche audited the annual financial statements. The scope of the audit was limited to the information set out in the
annual financial statements and does not extend to the content of the integrated annual report. The unmodified assurance
statement is available online as part of the annual financial statements.
The group has not sought external verification of the non-financial content of the integrated annual report.

Internal
The audit, risk and compliance committee acknowledges its responsibility on behalf of the board to ensure the integrity of the
integrated annual report. The committee has accordingly applied its collective mind to the report and believes that it
appropriately and sufficiently addresses all material issues, and fairly presents the integrated performance of Transaction Capital
and its subsidiaries for the year, within the stated scope and boundary. The audit, risk and compliance committee recommended
this integrated annual report to the board for approval. The board approved the integrated annual report for distribution to
stakeholders on 19 January 2015.
DAVID HURWITZ, Chief Executive Officer
MARK HERSKOVITS, Chief Financial Officer
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INTRODUCTION
Transaction Capital is a non-deposit taking
financial services group operating in the
asset-backed lending and specialist risk
services segments of the South African
financial services sector.
Transaction Capital’s businesses operate in market segments
that are perceived to be of higher risk and are therefore
under-served. By applying its specialised credit, risk and
capital management competencies, Transaction Capital develops
its businesses to achieve scale and leading positions in these
market segments. At a divisional level, the group focuses on
augmenting and refining the distinctive competencies required
to achieve deep vertical integration in its chosen market segments
and to move into adjacent market segments. This progressively
enhances the customer value propositions and sustainable
competitive advantage of its divisions.
Transaction Capital’s unique business model rests on excellent
human and highly differentiated intellectual capital and draws
on an entrepreneurial culture that has driven the group’s progress
since its origin. Utilising these strengths, the group intentionally
positions its businesses to take advantage of opportunities arising

from South Africa’s macro- and socio-economic context.
This translates into the creation of stakeholder value, as well
as societal relevance by fulfilling the specific finance needs of
small-and-medium enterprises and other entities that are unable
to access conventional credit and, through its risk services,
contributing to the effective functioning of the broader
credit system.
The origin, development and selected financial performance
indicators of Transaction Capital are illustrated below.
This report sets out the next phase of Transaction Capital’s
evolution as it refines its strategy and business model. While these
have remained largely consistent, the subtle changes made in the
last year reflect the group’s agility in responding to its operating
context and in managing its assets in a way that will create
maximum value for its stakeholders over time. This is apparent in
the restructuring of the group into two divisions, following the
disposals of Paycorp and Bayport, and the focused intervention
over the year to develop the business models and strengthen the
competitive positions of the divisions.
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MBD CS, CMS, SA Taxi
and Principa Decisions,
all commonly owned by
the same founding
shareholders, are
merged with Paycorp to
form Transaction Capital.

Transaction Capital
acquires 90% of
Rand Trust.

2007

2008

2009

2010

Transaction Capital
acquires 82.65% of
Bayport.

2010
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In separate transactions,
Transaction Capital disposes
of Paycorp and then Bayport,
distributing a portion of the
proceeds to shareholders
(210 cents per share or
R1.2 billion in total).

Transaction Capital lists
on the JSE on 7 June.

2012

2014
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542.9

520.2

378.8
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10 180

405

3 169

9 690
351
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Total assets (Rm)

2 546

2012

Total income (Rm)

2013

Headline earnings (Rm)

2014

Net asset value per share (cents)

Prior year numbers presented above have not been restated on a continuing operations basis to effectively illustrate the chronology and growth
of Transaction Capital.
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GROUP STRUCTURE AND PROFILE
TRANSACTION CAPITAL GROUP

Headline earnings from continuing
operations1

R330 million

Total income 2

R2 546 million

GROUP CEO: David Hurwitz (43) BAcc (Hons), HDipTax, CA(SA). Group/subsidiary tenure – nine years
The group was restructured following the disposal of Paycorp and Bayport. In January 2014, the board and
its sub-committees were reconstituted to support the strategic objectives and accommodate the requirements of
this new group structure. Concurrently, most group office functions were either decentralised or reduced,
resulting in a simplified group executive office, enabling the devolving of responsibility and authority to
subsidiaries, and realising cost savings.
During the 2015 financial year, the new divisional group structure, which encompasses asset-backed lending
and risk services, will be further bedded down with the purpose of maximising current market positioning.

ASSET-BACKED LENDING

The asset-backed lending division, led by Terry Kier, operates as an innovative
asset-backed lender, currently focusing predominantly on the financing of
independent small-to-medium enterprises (SMEs) mainly in the minibus taxi industry,
but with the intention to expand into adjacent markets and asset classes.

CEO: Terry Kier (48)
BA (Hons), PDM
Group/subsidiary tenure – seven years
BUSINESS TYPE: SA Taxi provides loans through finance leases
together with insurance and other related products, utilising its
credit assessment, collections and capital management
competencies, together with operational competencies including
vehicle and spare parts procurement, direct vehicle sales,
vehicle refurbishment, short-term comprehensive insurance
and telematics.
SOCIETAL RELEVANCE: SA Taxi supports and finances SMEs
that may not otherwise have access to credit from traditional
banks, contributing to job creation, and enabling and improving
the safety of public transport in South Africa.
EMPLOYEES: 560

Headline earnings

R176 million
(53% of group)

Total income

R1 433 million
(56% of group)

Gross loans and advances

R6 240 million

1 Headline earnings includes the group executive office, which contributed R38 million to headline earnings for the year.
2 Total income includes the group executive office, which contributed R141 million to total income for the year.
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RISK SERVICES
The risk services division will entrench its market position by combining and then
augmenting its distinctive competencies across the businesses in the division.
David McAlpin, previously the CEO of Principa Decisions, was appointed with effect
from 1 October 2014 to the newly created role of CEO of the risk services division.
The division provides a comprehensive range of structured credit risk management, debtor management, collection, customer
engagement and capital solutions, focusing predominantly on the consumer credit lifecycle as well as commercial solutions
for SMEs.
As with the asset-backed lending division, the intention is to enhance and broaden its value proposition thereby deepening its
penetration into its client base and expanding its competitive presence. In addition, the division will leverage its core skills set
to access adjacent market segments, such as the public and commercial sectors.

Headline earnings
CEO: David McAlpin (53)
BCom, MBA, ACMA
Group/subsidiary tenure –
six years

CEO: Ian Read (48)
UK Finance House Diploma
Group/subsidiary tenure –
eight years

BUSINESS TYPE: MBD CS
provides a comprehensive range
of structured credit risk
management, collection and
capital solutions to South Africa’s
largest credit providers.

BUSINESS TYPE: Provider of
customer engagement solutions,
focusing predominantly on the
consumer credit lifecycle.

SOCIETAL RELEVANCE:
By specialising in the acquisition
and collection of distressed book
debts, MBD CS allows credit
providers to realise value from
their non-performing loans.
This improves their liquidity and
capacity to originate new loans,
which contributes to ensuring the
continued supply of debt finance
to the consumer market.

SOCIETAL RELEVANCE: Principa
Decisions works with a wide
range of credit providers in South
Africa to ensure credit is granted
responsibly and only marketed
and provided to individuals who
have the appropriate financial
capacity and ability to repay.
EMPLOYEES: 69

EMPLOYEES: 2 960
CEO: Deon Pienaar (42)
BCom (Hons), CA(SA), CISA
Group/subsidiary tenure –
seven years
BUSINESS TYPE: Provider of
working capital and commercial
debtor management solutions
to SMEs.
SOCIETAL RELEVANCE: Rand
Trust provides business support
and finance to SMEs that may not
otherwise have access to credit
from traditional banks, thereby
facilitating SME growth.
EMPLOYEES: 95

R116 million
(35% of group)

Total income

R972 million
(38% of group)

EBITDA

(MBD CS and Principa Decisions)

R159 million
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PERFORMANCE OVERVIEW
Transaction Capital group performance indicators are calculated on a continuing operations basis unless stated otherwise. Paycorp and
Bayport are excluded from comparatives. Retrospective information is reported according to the previous group structure (i.e. SA Taxi
and Rand Trust under asset-backed lending and MBD CS and Principa Decisions under credit services).
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VALUE DISTRIBUTED TO STAKEHOLDERS
B-BBEE LEVEL:

R641 million

FIVE

PAID TO 3 719
EMPLOYEES

2013: Four

Asset-backed lending

NUMBER OF MINIBUS TAXI SMEs
FINANCED AT YEAR-END:

24 346

SOCIAL PERFORMANCE

AVERAGE VALUE OF LOANS GRANTED:
PER LOAN

NUMBER OF SMEs FUNDED BY
RAND TRUST AT YEAR-END:

196 WITH

TOTAL CAPITAL ADVANCED OF

R1.9 billion
Credit services

ENHANCED LIQUIDITY OF CREDIT
PROVIDERS BY ADVANCING
CAPITAL OF

R214 million

ASSETS UNDER MANAGEMENT:

R31.7 billion

NUMBER OF COLLECTION AGENTS:

2 695

R2 227 million value distributed

12%
<1%

28%

5%

1%

24%

R74 million

3%

27%

PAID IN TAXES*

BRINGING THE TOTAL NUMBER
OF MINIBUS TAXI SMEs
FINANCED BY SA TAXI TO OVER 41 000

R303 303

WHOSE TALENT AND EFFORTS DETERMINE
OUR PROGRESS

2014

TO FINANCE THE OBJECTIVES OF
NATIONAL GOVERNMENT

2013
R1 969 million value distributed

R104 million
PAID TO SHAREHOLDERS
WHO PROVIDE THE EQUITY TO
ENSURE OUR SUSTAINABILITY

12%
<1%

5%

28%

22%

2%

R599 million

4%

27%

INTEREST PAID TO DEBT FUNDERS
WHOSE INVESTMENT FACILITATES OUR
NON-DEPOSIT TAKING BUSINESS MODEL

2012

R1.2 billion

<1%
<1%

CAPITAL DISTRIBUTED
TO SHAREHOLDERS

R1 768 million value distributed

13%
28%

22%
3%
4%

R274 million

30%

RETAINED IN
THE BUSINESS

Employees

Executives

Funders

Government

TO FUND GROWTH

Suppliers

Communities

Shareholders

Retained

* Taxes include income tax, value added tax not recoverable, skills development levies and property rates and taxes.
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HOW
WE
THINK
our MISSION
describes how we apply our competencies to achieve our vision

our VALUES
describes how we act to achieve our vision

our VISION
describes our definition of victory

These statements go beyond inspirational eloquence, to
provide specific qualitative templates against which our
performance and behaviour can be measured.

Integrated Annual Report 2014

TRANSACTION CAPITAL

10

Mission and investment case

12

Values and vision

14

Business model
16

Divisional value proposition: Asset-backed lending

18

Divisional value proposition: Risk services

20

Our strategy

22

Material issues

36

Directorate

our BUSINESS

is to apply specialist competencies to create leading
competitive positions in under-served market segments

MODEL
our STRATEGY
our MATERIAL
ISSUES

is to enhance the competitive positions of our businesses
over their lifecycle within the group

are actively managed as they have the most material
impact on our ability to create value
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HOW WE THINK

MISSION AND INVESTMENT CASE
The effective execution of our mission will result in a compelling investment case
and financial outperformance.

>

THE FEATURES THAT
POSITION US FOR GROWTH

OUR INVESTMENT CASE

WHAT
DIFFERENTIATES US

OUR MISSION

Transaction Capital
provides specialised
financial and
allied services in
selected higher
risk and underserved segments of
the South African
financial services
sector through
its specialised
businesses, which:

>

>

>

WELL POSITIONED
STRATEGICALLY TO
OPTIMISE GROWTH AND
RETURNS IN RELATION TO
THE MARKET, INDUSTRY
AND MACRO-ECONOMIC
ENVIRONMENT

w

w

Positioned to service
under-served and higher risk
segments of the financial
services market.
Unique competencies enabling
asset-backed lending growth
despite difficult credit market
conditions.

w

Counter-cyclical opportunities
within risk services, as credit
providers display an increased
demand for structured
outsourced credit management
solutions.

w

Ability to grow businesses
organically and acquisitively.

benefit from value
accretive and
defensible competitive
strategies, supported
by viable business
models;
through deep vertical
integration individually
achieve scale and
leading market
positions;

UNIQUE SPECIALISED
FINANCIAL AND ALLIED
SERVICES BUSINESS

w

Deep vertical integration into
our chosen market segments.

w

Specialised businesses with
strong market positions.

w

Decentralised expertise,
capabilities and skills.

w

Businesses capable of being
self-sustaining and sizable in
their own right.

are adequately
capitalised with equity
capital;
are appropriately
geared with debt
capital, accessed
through diversified
funding structures that
are attractive to a
broad range of local
and international
investors, who
have an in-depth
understanding of the
underlying businesses
and asset classes;

BESPOKE AND
ROBUST CAPITAL
STRUCTURE

w

Sufficient capitalisation to
optimise equity and debt
structures, fund organic
growth, and underpin
medium-term acquisitive
activity to yield an acceptable
risk-adjusted return to
shareholders.

w

Proven ability to raise debt
capital efficiently from a
diversified range of debt
investors.

Integrated Annual Report 2014

>

assess and mitigate
credit (i.e. assets),
liquidity (i.e. liabilities)
and operational risk to
acceptable levels via
vertical integration,
management focus,
proven operational
capabilities, and
leading and proprietary
technologies in credit,
risk, collections,
information management
and human capital;

>

>

FOCUSED ON ASSET
QUALITY AND RISK
MANAGEMENT ACROSS
THE FULL VALUE CHAIN

w

Major investment in skills and
information technology for
productivity, asset management
and risk mitigation.

w

Capital rationing ensures focus
on credit quality via the
origination of high quality
assets.

w

operate within a
strong governance
framework and in
strict compliance
with regulatory
requirements; and

Experienced, diverse,
independent directors at group
and subsidiary level.

w

Institutionalised governance,
regulatory and risk
management practices
at group and subsidiary level.

operate under the
active direction and
management of an
experienced team
which, through strategic
insight, financial
acumen, credit risk
expertise, entrepreneurial
creativity and deep
market knowledge, has
established a proven
record of value creation
and growth in
unconventional assets.

LED BY AN EXPERIENCED
AND PROVEN
MANAGEMENT TEAM

ROBUST GOVERNANCE
FRAMEWORK

w

TRANSACTION CAPITAL

w

Experienced and specialised
leadership with proven
entrepreneurial, merger and
acquisition, technical, financial
and risk management skills.

w

Appointing, developing and
over time devolving
responsibility to competent
divisional executives and
management.

w

Continual group-wide
investment in executive
education, expertise and
experience.

Deep vertical integration in its
chosen market segments.
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HOW WE THINK

VALUES
Our values provide the foundation for effective
leadership and are the basis for all
deliberations, decisions and actions at board
level as well as within every area of the
business. While Transaction Capital subscribes
to a single set of core values across the group,
each of its businesses may have a different
business culture that is relevant to its business
model, employees and customers.

We value

INTEGRITY before all else.

Integrity goes beyond complying with the law and
company policy, to having strong moral principles.
Strong moral principles demand that we are firstly true to
ourselves and totally honest and consistent in our dealings
with our families, friends, business colleagues, clients,
customers and the company.

We value COMPETENCE as the foundation
of personal and corporate progress.
Competence is more than just knowing how to do the task
we are employed for; it comes from knowing that we have
taken the time to prepare ourselves for the next challenge in
our careers.

We value RESPECT for all who come
into our lives.
Respect means that we treat everyone we meet in the same
way that we would like to be treated.
South Africa’s history of discrimination means that we are
particularly sensitive to respecting people of different races,
language, gender, disability and sexual orientation.
We know that respect is earned and those of us who are
privileged to be in positions of leadership strive to earn
respect through service, rather than through authority and
arrogance.
We regularly make the effort to understand and appreciate
people who have a different history to ours.

We value INNOVATION as the solution to
every challenge or problem we will face.
Innovation helps us to compete, overcome challenges, deal
with new and difficult situations, and discover new ways to
solve problems for our company, our clients and ourselves.
In a world of constant improvement and rising
expectations, innovation is the only way to remain ahead
of our competitors and to ensure that growth and progress
provides exciting opportunities for all our stakeholders.

VISION
CLIENTS will regard Transaction Capital’s businesses
as their first choice when utilising the cost-effective,
specialised, innovative and differentiated services they
provide, while acknowledging our expertise, value and
market reputation.

EXECUTIVES and MANAGERS will regard
Transaction Capital’s strategy of empowering executives
and devolving responsibility as intellectually stimulating
and intrinsically rewarding, while demanding high
quality and thought leadership.
EMPLOYEES will regard Transaction Capital and its
businesses as prestigious and the preferred employer
in financial services, providing personal development,
advancement and highly competitive compensation in
exchange for commitment and performance.
FUNDERS will regard Transaction Capital and its
businesses as a financially stable counterparty that
exemplify the highest standards of risk management,
transparency, disclosure, prudence, innovation,
compliance, governance and ethics.

SUPPLIERS will regard Transaction Capital and
its businesses as a demanding but fair client whose
expertise, interpersonal skills, efficient administration,
financial stability and long-term orientation make them
desirable business partners.
SHAREHOLDERS will regard Transaction Capital
and its businesses as a well understood, respected,
transparent and ethical specialised financial services
investment that renders a consistent growth of high
quality risk-adjusted returns through innovative
entrepreneurship, exceptional risk management
and prudence.

LAW MAKERS and REGULATORS will
regard Transaction Capital and its businesses as an
approachable, transparent and societally relevant
corporate citizen that complies fully with the letter and
spirit of all laws, regulations and codes.

SOCIETY will regard Transaction Capital and its
businesses as a responsible, caring and societally
relevant corporate citizen deeply committed to investing
and contributing to our community.
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Our success will be determined by the positive opinion of our stakeholders. In crafting our vision, we
have carefully defined the manner in which each of our stakeholder constituencies will come to perceive
Transaction Capital. Our vision is our definition of victory, which we strive for in how we think, how we
act and how we’re managed.

HOW WE ARE ACHIEVING OUR VISION
w
w
w

w
w
w
w

w
w
w

w
w
w

w
w

w
w
w
w
w
w

w
w

w
w

The scope and value of our customer value propositions are augmented through deeper vertical integration within our chosen
market segments.
Our businesses continue to deepen their customer value propositions by addressing risks and opportunities identified through
customer engagement.
Applying our specialised expertise, operational capacity, experience and capital to serve our customers strengthens our
reputation and leadership in our market segments.
Diligent adherence to recruitment, assessment, development and succession policies.
Compensation has been aligned to both the specific performance of each business as well as the Transaction Capital group
performance.
Further devolvement of operational functions and accountability for performance to the executives of our businesses.
Participation by executives in the “Top 50” executive programme and the Transaction Capital Share Appreciation Rights Plan.

The implementation of appropriate employee value propositions in each business.
Work that is meaningful with direct societal impact.
Competitive remuneration policies for all staff, with select employees participating in the Transaction Capital Share
Appreciation Rights Plan.

Creation of new funding structures and channels through which to invest, thereby further diversifying our investor base.
Managing and mitigating risk effectively in difficult market conditions, as evidenced by stable and improved credit ratings
and a lower average cost of debt.
Enhancing relationships with funders via ongoing engagement, informal feedback and formally researched funder needs.

Ensuring appropriate executive committee-level interface with providers of goods, services and professional counsel in
all businesses.
Enhancing the ability to design and implement products and controlling the allocation of capital through supplier engagement
(mainly in the insurance business within asset-backed lending) thereby enhancing the customer value proposition.

Maintaining stable earnings and book growth, while rationing capital for credit quality.
The disposal of Paycorp and Bayport in response to emergent opportunities realised value for shareholders while reducing
the range and complexity of risks facing the group.
A capital distribution of approximately R1.2 billion (210 cents per share) returned to shareholders.
The restructure of central overheads and devolvement of certain functions to our businesses resulting in cost efficiencies
and reductions.
The continual development of the asset-backed lending and risk services divisions.
Enhancing investor relationships via ongoing engagement, informal feedback and formally researched shareholder needs.

Embedding a centralised legal function, with appropriate expertise at subsidiary level, to closely monitor regulatory
developments.
Ongoing engagement with regulators and appropriate representation on industry bodies, with a view to gaining
an early understanding of proposed legislation and appropriately positioning Transaction Capital for change.

Ensuring that our customer value propositions deliver financial services that enhance societal good.
Continued corporate social investment to reduce societal inequity.
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HOW WE THINK

BUSINESS MODEL
Transaction Capital’s business model supports the execution of its strategy to apply its specialist
competencies in creating leading positions in under-served market segments, and to augment
and refine the distinctive competencies of its divisions to achieve deep vertical integration
within these market segments and to move into adjacent and new sub-segments. This enhances
the value proposition to customers, and creates value for the group’s stakeholders. The group’s
business model and its application in each of the divisions is depicted below.

Realising value through disposal
Realise value when our efforts produce
only marginal or diminishing returns

3

Shareholder value

RETURN

2

rn
tu
re
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tur

on
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tu
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sk/

np

t ri

rke

Ma

Leverage capabilities
and resources
to enhance the
competitive position
of businesses

pti

e
erc

Distinctive
competencies

1

RISK

Market
Acquire or establish niche businesses
in viable market segments

1

2

We acquire or establish niche businesses which:

We enhance the
competitive positioning
within a business by
leveraging its distinctive
competencies, thereby
creating societal and
stakeholder value.

t
t
t
t
t

PQFSBUFXJUIJOWJBCMFNBSLFUTFHNFOUT
GPDVTPOQSFWJPVTVOEFSTFSWFENBSLFUT
IBWFTUSBUFHJD PQFSBUJOHBOEGJOBODJBMNFSJU
IBWFQPUFOUJBMGPSTPVOEPSHBOJDHSPXUI
IBWFUIFBCJMJUZUPHBJOTJHOJGJDBOUDPNQFUJUJWF
BEWBOUBHFBOE
t DBOMFWFSBHFMFBEJOHBOEQSPQSJFUBSZ
technology to achieve operational excellence.

3
We realise value from businesses through disposal when:
t UIFWBMVFPGUIFCVTJOFTTDBOCFFOIBODFECZBOPUIFS
PXOFSPSCZJUCFJOHJOEFQFOEFOUMZPXOFE
t XFBOUJDJQBUFEJNJOJTIJOHSFUVSOTPOPVSJOWFTUNFOUPGUJNF 
capital and resources. This can occur through changes in:
o UIFNBDSPBOENJDSPFDPOPNZ
o UIFDPNQFUJUJWFFOWJSPONFOU
o DPVOUFSQBSUZTUSBUFHJFTBOEQPMJDJFT SFHVMBUJPOBOE
o SJTLBOE
t UIFCVTJOFTTJTOPMPOHFSBTUSBUFHJDGJUGPSUIFHSPVQ

The composition of the group’s portfolio and the structure of its divisions is therefore always subject to review
in the interests of shareholders, with due regard to other stakeholders.
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Narrow market: Niched financial and
allied services in under-served markets.

ENHANCING THE COMPETITIVE POSITION OF BUSINESSES

Lifecycle: Businesses have achieved scale
and have market-leading positions.

High competitor barrier to entry:
)JHIMZSFHVMBUFEQFSDFJWFEIJHIFSSJTL
mitigated via distinctive and specialised
DPNQFUFODJFTDBQJUBMGVOEJOH
SFRVJSFNFOUTIJHIMZTQFDJBMJTFE
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Opportunities: Narrow adjacent
NBSLFUTEFFQFSWFSUJDBMJOUFHSBUJPO
BDRVJTJUJWFQSPTQFDUTEFGFOTJWFCVTJOFTTFT
such as the challenging consumer
environment which stimulates demand for
complex, structured credit risk
management and capital solutions to
better manage credit and operational risk,
decrease costs, simplify processes, raise
capital and improve working capital and
cash flow. Contrary to this, a buoyant
consumer environment stimulates
collections revenue.

narrow adjacent
markets

Distinctive competencies

Market

Stakeholder
value

deeper vertical
integration

Resources

Capabilities

Experienced executives: Responsibility and
authority is devolved to experienced executives
within businesses who possess specialised skills
and have experience in asset classes beyond the
size currently managed.

Entrepreneurial flair: Management’s ability to distinguish
between actual risk and perceived risk provides it with the unique
ability to enter and exit markets timeously which results in significant
stakeholder value.

Capital and funding: Adequately capitalised
businesses appropriately geared with debt capital,
accessed through diversified funding structures
that are attractive to a broad range of local and
international investors that have an in-depth
understanding of the underlying businesses
and asset classes. This is further sustained by
robust liquidity and debt capital positions.
Leading and proprietary technologies:
In credit risk, collections, information management,
analytics and human capital.
Substantial data: Transaction Capital critically
analyses data arising from years of operations
in niche markets to mitigate risk and enhance
profitability, understand client behaviour and
deliver differentiated customer value propositions.
Strong and efficient governance
structures: Allows businesses to make
and implement decisions efficiently without
bureaucracy while allowing for the necessary
collaboration and oversight.

Strategic thinking: Transaction Capital is able to competitively
position businesses within market segments by applying its distinctive
competencies to provide differentiated customer value propositions.
Capital raising and management: Proven equity and debt
capital raising, allocation and management skills.
Risk mitigation: Excellent risk mitigation skills, strong corporate
governance and strict compliance with regulatory frameworks.
Operational capabilities: Management possess an aptitude
to critical processes, resources and technologies according to the
overall guiding vision and customer-focused value propositions.
These processes are delivered effectively and efficiently, demonstrated
by SA Taxi’s ability to procure vehicles and spare parts, refurbish
vehicles and insure vehicles (both new and refurbished).
Stakeholder management: Transaction Capital has defined
success through its vision as its stakeholders’ opinions of it.
Management therefore constantly engage with all stakeholders
to understand and address risks and opportunities.
Societal relevance: This is achieved by aligning the financial
products and services offered by the group with the financial and
social needs of the developing and underprivileged segments of
South African society.

16

HOW WE THINK | BUSINESS MODEL continued

DIVISIONAL VALUE PROPOSITION:
ASSET-BACKED LENDING
COMPETENCY ADVANCED

COMPETENCY IN PLACE BUT REQUIRES REFINEMENT

GROWTH OPPORTUNITY

MARKETS
MATURE

16 Seater
minibus
taxi 1

Long
distance
minibus
taxi 2

PILOT

New/
evolved
taxi
brands 3

FUTURE
POSSIBILITIES
(Research phase)

Bakkie

EQUITY AND
DEBT CAPITAL
MANAGEMENT
LOAN
ORIGINATION/
SALES CHANNEL
CREDIT
MANAGEMENT

DISTINCTIVE COMPETENCIES

Credit scoring
Collections
Repossession
INSURANCE

REFURBISHMENT
OF VEHICLES TO
HIGH QUALITY

Procurement of
high quality parts
at low value
Refurbishment
capabilities
PROCUREMENT
OF VEHICLES FOR
DIRECT SALE

(THEREBY RETAINING
MARGIN)

RESALE OF
PRE-OWNED
VEHICLES
TELEMATICS AND
DATA ANALYSIS
1 Premium experience brands e.g. Toyota 2 e.g. Mercedes Benz 22-seater 3 e.g. Nissan
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ASSET-BACKED LENDING (COMPRISING SA TAXI)
The asset-backed lending division actively contributes to building economic capacity by providing developmental finance, insurance
and other ancillary services, and thereby increasing customers’ likelihood of success.
Specialised credit assessment, collections and risk management competencies, together with distinctive vehicle and parts procurement,
vehicle refurbishment, direct vehicle sales, insurance and telematics capabilities enable the division to serve customers innovatively
and protect the value of the assets it finances. These competencies are leveraged to create and enhance differentiated value
propositions for its clients, and expand its competitive presence into existing, adjacent and new market segments.

CUSTOMER VALUE ENHANCERS

ENHANCING THE CUSTOMER VALUE PROPOSITION
AVAILABILITY OF
DEBT CAPITAL
LINES

Funding cost is a significant expense element in the pricing model when determining the
lending rate to customers. Specific well-priced local and international funding opportunities
are currently available for developmental purposes in our diversified and innovative
funding structures, thus reducing financing costs to the customer.

LEVERAGE
HISTORICAL
TELEMATICS
AND
CREDIT DATA

The viability of each small business is evaluated by calculating the profitability per route.
This is performed as part of the credit assessment process which includes proprietary
elements built up from large data models over time. The ability to more effectively evaluate
the credit risk of a customer increases their opportunity of success.

SHAYELA
REWARDS
PROGRAMME

The Shayela rewards programme supports customers’ success by rewarding good
behaviour such as maintaining effective telematics units, keeping instalments up to date
and ensuring proper servicing and maintenance of vehicles. Rewards for good behaviour
include safety kits, business and driving courses for owners and operators, cash back on
insurance premiums, subsidised parts and services and subsidies on loan instalments.

KHUSELA
INSURANCE

Through client research and engagement processes it was identified that customers suffer
severe financial stress when minibus taxis are not operating due to accidents. Launched
during the year, the Khusela Business Protect insurance product services a customer’s loan
instalment in case of an accident, to provide sufficient time for the repair of the vehicle.
This further reduces the credit risk to the credit provider.

ALTERNATIVE/
ADDITIONAL
REVENUE
STREAMS

SA Taxi Media provides the opportunity to earn additional advertising revenue streams
thereby increasing the business’ potential for success and reducing credit risk to the credit
provider.

REFURBISHMENT
AND
REFINANCING
OF PREMIUM
VEHICLES

The refurbishment and refinancing of high quality premium vehicles allows for customers to
enter the market in a high quality vehicle at a lower cost. The customer is therefore provided
with the opportunity to contend with a competitor operating a lower quality entry-level vehicle
at a similar instalment. The refurbishment and refinancing further results in a lower cost of
credit as it reduces the cost of impairment when a vehicle is repossessed. This benefit is
passed on to the customer.

HOW WE THINK | BUSINESS MODEL continued
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DIVISIONAL VALUE PROPOSITION:
RISK SERVICES

COMPETENCY ADVANCED

COMPETENCY IN PLACE BUT REQUIRES REFINEMENT

GROWTH OPPORTUNITY

NOT A CURRENT FOCUS AREA

MARKETS
CONSUMER

Retail
DATA SERVICES

New client
acquisitions
Total bureau
solutions
CREDIT LIFECYCLE
CONSULTING

DISTINCTIVE COMPETENCIES

COLLECTION
SERVICES:
AGENCY
CAPITAL
SOLUTIONS

Book acquisitions
Invoice discounting
Other capital
solutions
Hybrid
INFORMATION
TECHNOLOGY

Software sales
and development
Software
implementation
Consulting
COMPLEX
SOLUTIONS

Banking

Other

SME

Public
sector
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RISK SERVICES (COMPRISING MBD CS, PRINCIPA DECISIONS AND RAND TRUST)
The challenging consumer environment provides substantial opportunity for the newly defined risk services division to entrench its
market position by augmenting and combining its distinctive competencies across the businesses in the division.
Many of its clients, being some of South Africa’s largest credit providers, are demanding structured and complex credit risk
management and capital solutions to better manage credit and operational risks, reduce costs, simplify processes, raise capital and
improve working capital cash flow. As challenges in the consumer environment are starting to exert pressure in the SME sector, cost
containment and working capital management are becoming increasingly pertinent.
In bringing together the distinctive competencies of these businesses under one go-to-market strategy, the intention is to enhance and
broaden the division’s value proposition thereby deepening its client offering and expanding its competitive presence. In addition,
the division will leverage its core skills set to access adjacent market segments, such as the public and commercial sectors.

CUSTOMER VALUE ENHANCERS

ENHANCING THE CUSTOMER VALUE PROPOSITION

DATA SERVICES

Robust customer management is crucial to maintaining and growing a profitable customer
base, and is enhanced by having access to reliable data and related services. The
division has deep expertise in data solutions such as advanced analytics and reporting
for marketing and customer retention as well as credit scoring through optimised use of
bureau data.

CREDIT
LIFECYCLE
CONSULTING

The division’s analytical specialists assist in gaining greater insights into debtors’ book
performance and customer behaviour. Through using the latest technology and industry
expertise, these specialists develop statistical models using various behavioural
characteristics to drive strategies, whether it be to forecast profitability, affordability,
collection levels or provisioning of bad debt.

COLLECTION
SERVICES:
AGENCY

The current consumer environment is resulting in more consumers defaulting on credit
agreements, putting pressure on credit providers to increase their collection efforts which in turn
drives costs. The division is a leading collector of distressed debts on behalf of leading credit
providers, with the scale and infrastructure to realise significant cost efficiencies. In addition, the
division provides SMEs with commercial debtors’ management solutions, which is particularly
relevant given the limited capability of SMEs to weather working capital constraints.

CAPITAL
SOLUTIONS

The increase in consumers defaulting on their debt is putting greater pressure on all dominant
credit providers. The deep understanding we have of our clients’ value chains and debtors’
books allows us to take on risk by injecting money into their working capital cycles or
acquiring their distressed book debts. For SMEs, invoice discounting creates a buffer
against delays in receiving payment, thus mitigating the risk of working capital constraints.

INFORMATION
TECHNOLOGY

Having the right technology in place can greatly improve clients’ credit management
capability and lower associated costs. The division’s software solutions include best
practice account origination, collections and scoring systems, data management and
account processing.

COMPLEX
SOLUTIONS

The division is able to combine the service expertise of its constituent businesses to offer clients
more complex solutions that fulfil a unique need. The group’s strong capital position enables
the division to structure a capital solution together with its services to support a client’s cash
flow, which often involves a mix of the following: the partial or complete outsourcing of
collections, taking over or re-employing staff, assuming ownership of certain operating
processes and associated costs, or acquiring an operating division or book in its entirety.
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OUR STRATEGY
TRANSACTION CAPITAL ENHANCES THE COMPETITIVE POSITIONS OF ITS BUSINESSES WITHIN THEIR
CHOSEN MARKET SEGMENTS BY:
Formulating value accretive and defensible
DPNQFUJUJWFTUSBUFHJFT
Defining and developing the specialised credit,
collection, risk and capital management
competencies required for the execution of viable
business models, effectively differentiating between
BDUVBMBOEQFSDFJWFESJTL
"MMPDBUJOHBOEJOWFTUJOHBQQSPQSJBUFFRVJUZDBQJUBM
Raising high quality, competitive and diversified
EFCUGVOEJOH
Utilising distinctive competencies to achieve deep
vertical integration of businesses across the
WBMVFDIBJO
Identifying opportunities in adjacent market segments
where these distinctive competencies could be
MFWFSBHFE

STRATEGIC THRUST 1

Providing oversight through well-defined governance
structures, and establishing a strong culture of
BDDPVOUBCJMJUZ FUIJDTBOEUSBOTQBSFODZ
Scaling businesses to achieve an acceptable
SJTLBEKVTUFESFUVSOBOE
Designing organisational structures that devolve
responsibility to executive leaders with deep
experience (beyond the size of assets currently
managed) and ability to design and implement
strategies effectively and innovatively.

2

STRATEGIC THRUST 2
LEVERAGE DISTINCTIVE COMPETENCIES TO
DEEPEN PENETRATION WITHIN EXISTING,
ADJACENT AND NEW MARKET SEGMENTS,
THEREBY DRIVING ORGANIC GROWTH.
Transaction Capital’s specialised competencies are
leveraged in higher risk and under-served market segments
of the financial services sector. The asset-backed lending
and risk services divisions focus on identifying, developing
and then offering highly customised financial products and
services in their chosen market segments.
Over the years, the group’s businesses have developed
viable business models, transitioning beyond their
entrepreneurial origins to achieve scale and leading
positions in their chosen market segments. The benefits of
scale not only allow for greater penetration of their products
and services, strengthening their competitive positions, but
over time also allow for reduced pricing and greater
product differentiation as the benefits of scale are passed
on to customers.
The ability to achieve deep vertical integration by
leveraging our distinctive competencies within multiple value
DIBJOTFOBCMFTFBDICVTJOFTTUPHSPXJUTDMJFOUCBTF
EFWFMPQOFXQSPEVDUTBOETFSWJDFTFOIBODFUIFDVTUPNFS
value proposition by offering existing clients additional
QSPEVDUTBOETFSWJDFTBOENPWFJOUPBEKBDFOUBOEOFX
market sub-segments.

TARGET AND INTEGRATE VALUE ACCRETIVE
ACQUISITIONS WITHIN EXISTING DIVISIONS.
Transaction Capital has a proven record of creating value
by identifying, pricing, acquiring and integrating new
businesses, and then developing them to achieve scale
and leading positions in their market segments.
This is achieved by: evaluating, managing and mitigating
JEFOUJGJFESJTLTUPBDDFQUBCMFMFWFMTBMMPDBUJOHFRVJUZ
capital and introducing appropriately priced wholesale
EFCUGVOEJOHUPTVDICVTJOFTTFTBUUSBDUJOHBOESFUBJOJOH
UIFSFRVJTJUFUBMFOUBOEFTUBCMJTIJOHTVJUBCMFNBOBHFSJBM
and governance practices to generate an attractive
risk-adjusted return.
Although there are sufficient opportunities to drive organic
growth in the short to medium term within its existing
operations, Transaction Capital will consider acquisition
and capital deployment opportunities that augment its
specialist and distinctive capabilities. These opportunities
are expected to be within the existing divisions.
Furthermore, we have a conservative approach in selecting
assets for acquisition and favour a narrow focus on assets
whose competitiveness and value can be enhanced by
active management within our existing divisions.
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The following four strategic thrusts,
which underpin the group’s strategy,
detail how the group will execute its
strategy in the short to medium term.

STRATEGIC THRUST 4
STRATEGIC THRUST 3

EQUITY CAPITAL ALLOCATION AND
APPROPRIATE DEBT GEARING TO SUPPORT THE
GROUP’S ABILITY TO GROW AND GENERATE
RETURNS.
Since 2006, Transaction Capital has issued more than
R24 billion of debt, established a favourable liquidity and
funding position with limited exposure to short-term debt
instruments, maintained a positive liquidity mismatch where
average debt maturities exceed average asset durations,
and has not accepted deposits.
Transaction Capital’s ability to expand and improve the
competitive positions of its businesses depends in part on
the group’s ability to access capital. Transaction Capital is
sufficiently capitalised to optimise equity and debt structures,
fund organic growth in the short to medium term, and
support acquisitive growth and other capital deployment
opportunities within the existing businesses in the medium
term to yield acceptable risk-adjusted returns for
shareholders.
In addition, Transaction Capital is appropriately geared,
with debt capital accessed through diversified funding
structures attractive to a broad range of local and
international investors who have an in-depth understanding
of the underlying businesses and their asset classes.
The group operates a dedicated capital markets team to
structure and raise debt and equity capital for its businesses.
We believe that Transaction Capital’s ability to source
appropriate debt capital results in part from the
BUUSBDUJWFOFTTPGJUTIJHIZJFMEJOHPQFSBUJOHBTTFUTJUT
BCJMJUZøUPBTTFTT NBOBHFBOENJUJHBUFSJTLJUTUSBOTQBSFOU 
SJOHGFODFEGVOEJOHTUSVDUVSFTBOEJUTEJSFDUBOETUSPOH
relationships with capital investors.
It is likely that a significant portion of the group’s financing
will continue to be sourced from ring-fenced, limited
recourse asset-backed funding structures. These funding
structures facilitate investor diversification and avoid
cross-subsidies or risks across businesses, while the group
retains residual exposure through equity or subordinated
financing and servicing obligations.

ENHANCE RETURNS THROUGH TALENT
MANAGEMENT, OPERATIONAL EXCELLENCE
AND GOVERNANCE.
Enhanced performance is achieved through a superior
ability to assess and direct the management of credit and
PQFSBUJPOBMSJTLFGGJDJFOUBMMPDBUJPOPGFRVJUZDBQJUBMUIF
SBJTJOHPGDPNQFUJUJWFEFCUGVOEJOHUIFNBOBHFNFOUPG
MJRVJEJUZ GVOEJOHBOEJOUFSFTUSBUFSJTLBOEUIF
development and oversight of strategic plans. This
requires the highest calibre of leadership and specialist
technical expertise. The group’s continued investment in
people and enabling technology has resulted in higher
productivity, cost reduction, increased value for customers
and risk mitigation.
The group’s executives are appropriately qualified and
many have deep and lengthy experience within their
areas of specialisation. This intellectual capital is typically
applied over a much smaller asset base than in larger
organisations with an accompanying expectation of
higher performance. Appointing, developing and over
time devolving responsibility to competent management
is a priority.
The most senior management of the group have been
recognised by their membership of the Top 50. The
compensation, benefits and programmes attached to
this membership facilitate the attraction, retention and
development of key management. Transaction Capital’s
aim is to preserve sufficient flexibility to support
management’s entrepreneurial spirit and innovation,
while maintaining management accountability and robust
risk processes.
Financial services in South Africa are subject to a wide
range of laws, regulations, compliance and disclosure
requirements. Transaction Capital and its subsidiaries
have embraced and institutionalised the governance
and control systems these requirements necessitate
through the composition of board committees and
the levels of managerial oversight formally imposed
on the operating entities.
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MATERIAL ISSUES
DEFINING, MEASURING AND
COMMUNICATING HOW TRANSACTION
CAPITAL CREATES STAKEHOLDER VALUE

ISSUE 1
material issue

KEY QUESTIONS FROM STAKEHOLDERS

How does Transaction Capital enhance the growth and performance of its divisions?
What are the key criteria when considering potential acquisitions?
What will Transaction Capital look like in the medium term?

Transaction Capital’s approach to creating stakeholder value is premised on strategic
clarity. This involves leveraging the specialised competencies at group level to position
its businesses to provide unique value propositions in their markets, and developing
the distinctive operational competencies required to do so. The following objectives are
aligned to achieving strategic clarity in each of the group’s divisions and to managing
risk across the portfolio, to generate competitive risk-adjusted returns.
PERFOR MANCE AGAINST OBJECTIVES IN 2014
OBJECTIVES

PERFORMANCE

REGULAR REVIEW OF THE
OPERATING AND COMPETITIVE
ENVIRONMENT.

In anticipation of market developments and in response to emergent strategic
opportunities, Transaction Capital revised its strategy and restructured its
portfolio. The change to the portfolio was occasioned by the sale of Paycorp and
Bayport. In addition to realising significant value, this reduced the range and
complexity of risks to which the group is exposed.

REFINE THE BUSINESS MODEL,
ORGANISATIONAL STRUCTURE,
LEADERSHIP AND EXECUTIVE
STRUCTURE.

Transaction Capital continuously assesses and refines the business model,
organisational structure and executive teams at group and divisional level.
Once these are optimised at divisional level, responsibility is systematically
devolved to the respective executive leaders who possess the ability to design
and implement strategies effectively and innovatively.
Refer to material issue 5 (page 35).

BUDGETARY CONTROL.

The group executive office structure was simplified as most group office functions
were rationalised or decentralised to businesses. This achieved cost savings and
devolved the appropriate responsibility and authority to the businesses.
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PERFORMANCE
Enhancing the unique value propositions of each division has strengthened their
competitiveness. This has created value for customers and, given the under-served
markets in which we operate, broader societal value.

FORMULATING VALUE ACCRETIVE
AND DEFENSIBLE COMPETITIVE
STRATEGIES, INCLUDING:
w

w

Defining, developing and leveraging
distinctive credit, collection, risk,
capital and operational
competencies required for executing
viable business models, and
effectively differentiating between
BDUVBMBOEQFSDFJWFESJTL
Utilising distinctive competencies to
achieve deep vertical integration of
CVTJOFTTFTBDSPTTUIFWBMVFDIBJO

w

Identifying opportunities in adjacent
market segments where its distinctive
DPNQFUFODJFTDPVMECFMFWFSBHFE
and

w

Scaling businesses to achieve an
acceptable risk-adjusted return.

PERCENTAGE EARNINGS
GROWTH TARGET OF MID-TEENS.

The asset-backed lending division entrenched its dominant market position,
encompassing the entire value chain within the minibus taxi industry. This was
achieved by developing competencies beyond its advanced credit assessment,
collections and capital mobilisation and management capabilities to include
vehicle and spare part procurement, direct vehicle sales, vehicle refurbishment,
short-term comprehensive insurance and telematics. The division also expanded
its competitive presence through new product offerings such as SA Taxi Media
(i.e. advertising in taxis), a stand-alone insurance offering branded Khusela Taxi
Insurance, and a successful direct sales programme of new and refurbished
vehicles which facilitates product margin and superior credit performance.
In addition, the division continued to leverage its distinctive competencies to
create defensible positions within identified adjacent market segments, such as
the financing of light commercial vehicles (specifically “bakkies”), with 246 deals
on book at 30 September 2014.
In the newly defined risk services division, the challenging consumer environment
provides substantial opportunity to leverage its strong market position and
reputation by applying its combined credit and collections expertise, operational
capacity, database, experience and capital to its client base, which includes
South Africa’s largest credit providers. Many of these clients are displaying an
increased demand for structured and complex credit risk management and
capital solutions to better manage credit and operational risks, reduce costs,
simplify processes, raise capital and improve working capital cash flow.
The risk services division will entrench its market position by augmenting and
combining its distinctive competencies across its constituent businesses. As with
the asset-backed lending division, the intention is to enhance and broaden its
value proposition thereby deepening its offerings to its clients and strengthening
its differentiation in the market, and to leverage its core skill set to access
adjacent market segments such as the public and commercial sectors.
Transaction Capital’s continuing operations strengthened their leadership
positions in their market segments, which contributed to the 17% growth in
continuing headline earnings and 18% growth in continuing headline earnings
per share.

KEY CRITERIA WHEN CONSIDERING CHANGES TO P ORTFOLIO
Transaction Capital continues to assess any changes to the portfolio, from acquisition through to intervention and ultimately disposal,
against the criteria set out in the business model on page 14. In this regard, we seek to maximise the creation of shareholder value.
The group is comfortable with the current composition of its portfolio, which is intentionally positioned to take advantage of South Africa’s
macro- and socio-economic context. The two-divisional structure, being asset-backed lending (comprising SA Taxi), and risk services
(comprising MBD CS, Principa Decisions and Rand Trust), will enable us to continue strengthening the market positions of each division.
The group’s focus going forward is to seek acquisition and capital deployment opportunities in its existing divisions, targeting
BNJOJNVNSFUVSOJOUIFNFEJVNUFSNUIVTUIFBEEJUJPOPGBUIJSEQJMMBSJTVOMJLFMZ

24

HOW WE THINK | MATERIAL ISSUES continued

ISSUE 1: DEFINING, MEASURING AND COMMUNICATING HOW TRANSACTION CAPITAL CREATES
STAKEHOLDER VALUE continued
Transaction Capital executives and management continue to actively seek attractive and appropriate acquisition targets and capital
deployment opportunities, supported by the group’s strong capital position and access to debt capital markets. In terms of acquisitions,
when potential opportunities arise, they are assessed as follows:

CRITERIA

PERFORMANCE

VIABLE SELLER:

During the year a target was declined as the owner/managers wanted to exit
beyond the point that Transaction Capital was comfortable with. The group
prefers to operate with owner/managers such that all interests are aligned.

w

Is the current owner and/or
management amenable to a
transaction?

STRATEGIC FIT:
w

Does the target augment or refine the
distinctive competencies of one of
Transaction Capital’s divisions, to
achieve deep vertical integration
within the chosen market segment?

w

Will the acquired business be
enhanced by Transaction Capital’s
resources and capabilities?

w

Does the target have potential to
leverage the distinctive competencies
of one of Transaction Capital’s
divisions, to create a new defensible
position within an identified adjacent
market segment?

w

Does the target have potential to
achieve market leadership within its
niche?

OPERATIONAL FIT:
w

Will Transaction Capital’s effort
generate sufficient return?

FINANCIAL VIABILITY:
w

Does the purchase price represent
good value?

w

Will Transaction Capital obtain an
acceptable risk-adjusted return on
investment?

Transaction Capital continues to assess targets with specific distinctive
competencies.
No targets were identified where Transaction Capital could utilise its distinctive
competencies to reduce perceived risks associated with the target to such a level
as to create stakeholder value.
A target was declined as it was not considered to be a leader within its
market sector.

A specific target was declined as it was not considered a good fit within the
group, while several smaller targets were declined as the necessary effort could
not be justified.
A number of targets are still under active consideration as these are considered
to be of a good operational fit.
Several targets were declined as the risks embedded in the transaction were not
justified by expected returns.

W HAT WILL T RANSACTION C A PITAL LOO K LI KE IN THREE YEARS’ TI M E?

Transaction Capital expects sustainable headline earnings growth from continuing operations in the medium to long term. This organic
growth may be enhanced by acquisitive or other capital deployment activity which the group actively continues to seek. These
opportunities are expected to ensue within the existing divisions, where the group’s distinctive competencies can be leveraged.
Following the reorganisation of the group, Transaction Capital’s solid platform together with significant cash on hand and access to
funding, positions it well to pursue organic and acquisitive growth opportunities with a view to render sustainable risk-adjusted returns
to shareholders.
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MANAGING THE ADEQUACY
AND ALLOCATION OF CAPITAL

material issue

KEY QUESTIONS FROM STAKEHOLDERS

How does Transaction Capital ensure optimal deployment of capital to achieve
its stated objectives?
How will Transaction Capital manage excess capital arising from disposals?
C HALLENGES ENCO UNTERED IN 2014

The challenging consumer environment has heightened concerns regarding the risk in debt
and equity markets, driving up the cost of both debt and equity.
Heightened activity around credit ratings. This activity focused around the declining
sovereign rating for South Africa and the large South African banks. These factors alerted
rating agencies to the risks in the South African economy and therefore its issuers.

Despite an extremely challenging environment, Transaction Capital has managed to
further diversify its funder base and funding structures, reduce the cost of funding,
improve liquidity and solvency positions and improve its capital adequacy ratio.
The group is well positioned for organic and acquisitive growth.
PERFOR MANCE AGAINST OBJECTIVES IN 2014
OBJECTIVES

OBTAIN THE NECESSARY DEBT
AND EQUITY CAPITAL TO
SUPPORT THE MAINTENANCE
AND GROWTH OF EACH
BUSINESS.

EFFECTIVE ALLOCATION AND
MANAGEMENT OF CAPITAL.

PERFORMANCE
w

Current equity levels are considered appropriate other than excess capital not
yet deployed following the disposal of Paycorp and Bayport.

w

15 institutions invested R3.3 billion of debt capital.

w

Eight new debt investors were introduced to the group.

w

Cost of borrowing decreased from 10.8% to 10.4%.

w

Capital adequacy ratio improved from 41.6% to 49.5%.

w

Successful bond auction of R665 million during June 2014 under SA Taxi’s
Transsec securitisation programme. The listing was successful, with the cost of
borrowing significantly lower than historical pricing and the attraction of five
new investors to SA Taxi.

w

The group treasury function continued to manage excess capital centrally.

w

Excess capital was redeployed to other areas where necessary.

w

Excess cash was deployed more efficiently by delaying debt issuance and
investing more efficiently in money markets.

w

Adequate funding lines (set out on the following page) underpin stability of
budgeted debt capital.

HOW WE THINK | MATERIAL ISSUES continued

26

ISSUE 2: MANAGING THE ADEQUACY AND ALLOCATION OF CAPITAL continued
OBJECTIVES

PERFORMANCE

MAINTAIN CREDIT RATING.

WITHSTAND POSSIBLE SHOCKS.

ACHIEVE ADEQUATE RISKADJUSTED RETURN ON CAPITAL
INVESTED.

w

Maintained Moody’s credit rating for SA Taxi Securitisation of As2.za (sf)
on senior notes with mezzanine notes upgraded to A3.za (sf).

w

Obtained credit rating from Standard & Poor’s of AAA for more than 60% of
Transsec’s maiden issue of R665 million (AAA R401 million, AA R93 million,
A- R39 million, BBB R76 million).

w

Internally generated capital adequacy models indicate that sufficient capital
exists within each business to absorb potential unexpected losses.

w

Focused on the optimisation of return on assets (ROA), to obtain adequate
return on equity (ROE).

w

ROA of 3.5% (2013: 3.7%).

w

ROE of 10.9% (2013: 15.4%).

w

Gearing of 3.3 times (2013: 4.0).

w

Return on invested capital (ROIC) measure utilised as part of the executive
management incentive scheme.

2014

2013

Change
%

Rm
Rm
Rm
Rm
Rm
Rm
%

2 963
1 267
4 230
(192)
4 038
8 153
49.5

3 895
2 131
6 026
(594)
5 432
13 064
41.6

(24)
(41)
(30)
(68)
(26)
(38)
19

%
%

34.0
15.5

25. 3
16.3

34
(5)

Capital adequacy ratio
Equity
Subordinated debt capital
Total capital
Less: goodwill
Total capital less goodwill
Total assets less goodwill and cash and cash equivalents
Capital adequacy ratio
Equity
Subordinated debt

F UNDING RU NWAY

SA Taxi

Rand Trust

MBD CS

8 months

12 months

12 months

Months = number of months of funded budgeted origination. Principa Decisions does not require any third-party funding.

POSITIVE LIQUIDITY MISMATCH
Rm
3 500 3 383

2 778

3 000
2 500
2 000
1 500

1 993

2 328
1 628

1 390
845

1 000
500
0

0–6
months
Assets

1 178

2 963
2 375
1 837

1 438 1 566
900

1 175

510

902

1 132

364

6 – 12
months
Liabilities

2 650

1–2
years
Cumulative

2–3
years

3–4
years

4–5
years

6
5+
years
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KEY RIS K S AND RIS K M ITIGATION
RISKS
LIQUIDITY RISK, WHICH MAY
ARISE DUE TO AN INABILITY TO
MAINTAIN FUNDING RUNWAYS,
AND INADEQUATE POLICIES AND
ACTIONS TO MANAGE SHORTTERM DEBT IN ISSUE.

MITIGATION
w

Liquidity is unlikely to be a risk in the short term due to the group’s current
capital position.

w

The capital markets team monitors liquidity on an ongoing basis.

w

The capital markets team reports to the audit, risk and compliance (ARC)
committee through the asset and liability management committee (ALCO).

w

The ALCO meets quarterly.

w

Maintained incentives based on ROE across the group in 2014.

w

The environment is constantly scanned for acquisition and capital deployment
opportunities, particularly in the focus areas of asset-backed lending and risk
services, targeting a minimum 20% return.

w

Capital of 210 cents per share was distributed to shareholders during the year.

w

Quarterly ALCO review.

w

Monthly management review of capital levels.

w

Meeting financial covenants.

INADEQUATE ROE.

INADEQUATE CAPITAL LEVELS.

O BJECTIVES FOR 2015
OBJECTIVES

ACTIONS
w

The environment is constantly scanned for acquisition opportunities particularly
in the focus areas of asset-backed lending and risk services. The group chief
executive officer (CEO) and chief financial officer (CFO), assisted by various
group executives and the CEOs of the asset-backed lending and risk services
divisions, are responsible for this.

w

Capital is raised at a group level and is allocated to divisions to ensure an
appropriate risk-adjusted return. Divisions operate robust pricing models which
target an ROE of 25% on a granular product and customer level.

w

Decisions are then based on the capital available, the estimated ROE, risk
appetite as well as hurdle ROE rates.

CONTINUED ACCESS TO
DEBT CAPITAL MARKETS ON
APPROPRIATE TERMS.

w

Maintain a funding runway of a minimum of six months per business.

MAINTAIN ADEQUATE CAPITAL
LEVELS AND CONTINUE TO
IMPROVE THE TREASURY
FUNCTION.

w

Hold excess funds at group for deployment at higher yield or to delay external
debt draws.

CONTINUED MIGRATION
OF ACTUAL DEBT AND EQUITY
LEVELS TO OPTIMAL
CALCULATED LEVELS.

w

Amend capital structure and secure subordinated debt capital funders where
appropriate.

SUCCESSFULLY DEPLOY EXCESS
CAPITAL.

HEIGHTEN AWARENESS AND
MONITORING OF ROE IN EXISTING
BUSINESSES AND PRODUCTS.
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ISSUE 3
material issue

MANAGING CREDIT RISK

KEY QUESTIONS FROM STAKEHOLDERS

How has Transaction Capital responded to the current lending environment
and increased consumer indebtedness?
How has Transaction Capital positioned itself in the credit markets
compared to its peers?
C HALLENGES ENCO UNTERED IN 2014

Challenging consumer environment.
Regulatory uncertainty.

Transaction Capital’s ability to significantly reduce its credit risk exposure was one of
the major achievements in 2014. This was achieved organically in SA Taxi through
risk management initiatives that yielded positive results and structurally through the
sale of Bayport which reduced the exposure to high-risk consumer consumption-related
credit risk.
The group’s non-performing loan ratio reduced by 11% to 25.7% (2013: 29.0%)
without negatively impacting its ability to achieve revenue targets.
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PERFOR M ANCE AGAINST OBJECTIVES IN 2014
OBJECTIVES

PERFORMANCE
Group:
w Non-performing loans of R1 731 million (2013: R1 716 million).
w

CONTAIN CREDIT LOSSES AND
NON-PERFORMING LOANS
WITHIN BOARD-APPROVED RISK
APPETITE.
RESPOND EFFECTIVELY AND
EFFICIENTLY TO MARKET
CHANGES.

POSITION BUSINESSES IN
MARKET SEGMENTS TO ACHIEVE
SUPERIOR RISK-ADJUSTED
RETURNS.

DIFFERENTIATE THROUGH
PRODUCT DESIGN.

GROW LOANS AND ADVANCES
AT ACCEPTABLE RISK LEVELS
(LOW TEENS).

MAINTAIN ROBUST
GOVERNANCE PROCESSES
ON CREDIT RISK.

ORIGINATE LOANS AT
ACCEPTABLE RISK TOLERANCE
LEVELS TO ACHIEVE AN OPTIMAL
RETURN ON CAPITAL INVESTED.

Credit loss ratio of 5.2% (2013: 5.1%).

SA Taxi:
w Credit performance continues to improve through the business’s focus on
financing premium vehicles, enhancing credit/origination quality, improving
collections and selling new and refurbished vehicles directly to customers.
w

Recent strong collection trends and the tightening of credit-lending criteria have
yielded desirable results. This, together with the accelerated write-off of
entry-level repossessed stock, has resulted in an improved non-performing loan
ratio of 27.7% (2013: 31.0%).

w

The biggest challenge remains the elimination of exposure to entry-level
vehicles, and to refurbish repossessed vehicles into high quality, mechanically
sound vehicles that can be sold for cash or refinanced. Various initiatives have
been undertaken to accelerate the implementation of this strategy (refer to
page 58 to 59 in the CFO’s report).

w

SA Taxi has traditionally competed in a very narrow segment of the market in
XIJDIJUIBTFYUFOTJWFFYQFSJFODFBOEDPOTJEFSBCMFDSFEJUEBUBJUIBTEFGJOFE
the market in which it operates further by providing a differentiated nonfinancial services product to a narrower selection of credit clients.

w

Rand Trust continued to service a narrow selection of SMEs and increased its
exposure to larger clients.

w

SA Taxi’s offering is well differentiated and the business could not easily be
SFQMJDBUFEUIFEFWFMPQNFOUPGDMJFOUTCVTJOFTTFTUISPVHIJOOPWBUJPOJODSFBTFT
SA Taxi’s ability to generate free cash flow.

w

Rand Trust manages credit risk by limiting the ‘loan-to-value’ of total credit
granted to 70% of the total value of the security, while managing its clients’
entire working capital flows.

w

SA Taxi introduced direct sales as part of its business model which: reduced
PSJHJOBUJPODPTUTJNQSPWFEDSFEJURVBMJUZUISPVHIEJSFDUBDDFTTUPQPUFOUJBM
DMJFOUTBOEBMMPXFEBTTVSBODFPOUIFRVBMJUZPGSFGVSCJTIFEWFIJDMFTCFJOH
sold with physical control of vehicles from the workshop direct to the customer.

w

An active strategy to lend to lower-risk clients was continued at SA Taxi.

w

Gross loans and advances grew to R6 737 million (2013: R5 923 million).

w

Group executives are members of the SA Taxi credit committee, which meets
monthly.

w

Heightened awareness and credit policy changes made in response to current
environment.

w

The ARC committee continued to maintain and monitor risk tolerances and
authority frameworks.

w

Continuous advancement of statistical scoring techniques.

w

Disciplined capital structure and framework with focus on ROE and internal
rate of return.
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ISSUE 3: MANAGING CREDIT RISK continued
KEY RISKS AND RISK MITIGATION
RISKS

MITIGATION
w

CONTINUED WEAKENING OF
5)&$0/46.&3&/7*30/.&/5
GROWTH IN UNEMPLOYMENT.

SA Taxi has in recent years tightened its credit-lending criteria and also
developed a direct sales channel. This allows the business to credit vet clients
directly, create a direct relationship with clients and also lower the risk of
vehicle failure which may be heightened when a refurbished vehicle is sold by
a dealer.

O BJECTIVES FOR 2015
OBJECTIVES

ACTIONS
SA Taxi will seek to reduce credit losses by:

REDUCE OR MAINTAIN
NON-PERFORMING LOANS
AND CREDIT LOSS RATIOS
THROUGH GROWTH IN LOANS
AND ADVANCES TO LOWER-RISK
CLIENTS AND VEHICLES.

w

Improving its origination by lending to lower-risk clients with better credit
TDPSFT

w

*NQSPWJOHDPMMFDUJPOTUPSFEVDFUIFSJTLPGMPBOTCFDPNJOHOPOQFSGPSNJOH

w

3FEVDJOHJUTFYQPTVSFUPFOUSZMFWFMWFIJDMFT

w

'VSUIFSJNQSPWJOHEBUBBOBMZUJDT FTQFDJBMMZBTJUQFSUBJOTUPUFMFNBUJDTBOE

w

Driving greater efficiency in Taximart which will result in reduced impairments.
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MANAGING REGULATORY RISK

KEY QUESTIONS FROM STAKEHOLDERS

How does Transaction Capital respond to regulatory uncertainty?
How has Transaction Capital positioned itself in anticipation of regulatory
changes?
Could regulatory change significantly impact future earnings?
What regulatory conditions would enhance Transaction Capital’s performance?
C HALLENGES ENCO UNTERED IN 2014

Regulatory uncertainty and risk in the financial services sector due to inadequate engagement
with industry stakeholders by regulators on the impact (either individually or cumulatively) of
new legislation, and inefficient enforcement of existing laws and regulations.
Remaining abreast of and preparing for the substantial number of regulatory changes – either
pending or imminent – mooted in the past year:
w

Revisions to the National Credit Act which resulted in the passing and signing by the President of the National Credit
"NFOENFOU"DU

w

"DSFEJUJOGPSNBUJPOBNOFTUZ XIJDIDBNFJOUPFGGFDUPO"QSJM 

w

$SFEJUBGGPSEBCJMJUZBTTFTTNFOUHVJEFMJOFT

w

5IF'JOBODJBM4FDUPS$PEF

w

5IF1SFTDSJCFE3BUFPG*OUFSFTU"DU

w

5IF1SPUFDUJPOPG1FSTPOBM*OGPSNBUJPO"DU

w

Changes to labour legislation including the Labour Relations Act, the Basic Conditions of Employment Act and the Employment
&RVJUZ"DU BMMPGXIJDIXFSFQBTTFECZ1BSMJBNFOUBOETJHOFECZUIF1SFTJEFOU BOE

w

The Magistrates Court Act.

Maintaining awareness of, preparing for and participating in the development of
proposed legislation is an ongoing focus of the governance and executive structures
of the group. Dedicated group and subsidiary legal and compliance functions ensure
a systematic approach to regulatory risk management.
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ISSUE 4: MANAGING REGULATORY RISK continued
PERFOR MANCE AGAINST OBJECTIVES IN 2014
OBJECTIVES

PERFORMANCE
w

ATTEMPT TO MITIGATE
REGULATORY UNCERTAINTY.

INTERPRET AND IMPLEMENT ALL
LAWS AND REGULATIONS.

COMMUNICATE AND
DEMONSTRATE TO REGULATORS
TRANSACTION CAPITAL’S
UNEQUIVOCAL COMMITMENT
TO COMPLYING WITH THE LETTER
AND SPIRIT OF ALL LAWS AND
REGULATIONS.

Group and subsidiary directors retained or obtained membership of the
following industry bodies with a view to advance understanding and
proactive influencing of proposed legislation:
○

#VTJOFTT-FBEFSTIJQ4PVUI"GSJDB

○

$SFEJU1SPWJEFST"TTPDJBUJPO

○

/BUJPOBM$SFEJU*OEVTUSZ4UFFSJOH$PNNJUUFF

○

/BUJPOBM%FCU.FEJBUJPO"TTPDJBUJPO

○

"TTPDJBUJPOPG%FCU3FDPWFSZ"HFOUTBOE

○

South African Developmental Credit Providers Association.

w

Transaction Capital submitted extensive comments on proposed new
legislation.

w

Transaction Capital sought advice from senior counsel regarding proposed
regulatory amendments to determine the impact thereof and to formulate
a proactive strategy.

w

The group legal and compliance function gave guidance to subsidiaries on
the interpretation of legal and regulatory requirements, and procured
independent advice from attorneys and senior counsel when necessary.

w

Pending or imminent legislative changes were continually considered by the
HSPVQCPBSEUIF"3$DPNNJUUFFBOEHSPVQFYFDVUJWFT BTSFMFWBOU BOE
divisional CEOs were held accountable for the implementation of the
necessary controls, systems and processes.

w

Compliance functions in all subsidiaries rigorously anticipate and prevent
regulatory breaches.

w

Engagement with regulators to proactively ensure compliance, particularly in
instances where conflicting legislative requirements are imposed.

w

Group and subsidiary directors retained or obtained membership of various
industry bodies, as outlined above.

The group legal and compliance structure and reporting system provides for:

CONSIDER REGULATORY
CONDITIONS REQUIRED TO
ENHANCE PERFORMANCE.

w

Submissions from subsidiaries regarding new legislation or amendments
UPFYJTUJOHMFHJTMBUJPO SFHVMBUJPOTBOEDPEFTPGDPOEVDU

w

Regulatory engagements including requests from regulators for documentation
or other evidence, meetings with regulators, on-site visits, enquiries by and to
SFHVMBUPST

w

.BOBHJOHBOZMJUJHBUJPOUIBUBGGFDUTUIFPQFSBUJPOBMNPEFMPGUIFTVCTJEJBSJFT

w

0CUBJOJOHMFHBMPQJOJPOT

w

3FWJFXJOHBOEESBGUJOHPGNBUFSJBMBHSFFNFOUT

w

Ensuring consistency across the group in interpreting and applying legal and
regulatory provisions through sound decision-making, internal quality
BTTVSBODF TUBGGUSBJOJOHBOELOPXMFEHFNBOBHFNFOUBOE

w

Allowing subsidiaries to make informed decisions about how to achieve
compliance with applicable legislation.
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PERFORMANCE
w

Determining the impact of new regulations on earnings necessitated an
accurate estimation of, and subsequent budgeting for, the direct and indirect
costs of new systems, processes and controls, or the potential reduction of
revenue or profitability.

w

Proposed but uncertain regulatory change was evaluated in each subsidiary
and management’s assessment of the most likely outcome was budgeted for.

w

The investment community considers regulatory uncertainty in their trading
decisions. Although difficult to quantify, this may have impacted the market
value of the company. The CEO and CFO have continued to apprise the
financial community of the expected impact of mooted regulation on earnings.

KEY RIS K S AND RIS K M ITIGATION
RISKS
COMPLIANCE RISK, WHICH IS
THE RISK OF LEGAL OR
REGULATORY SANCTIONS OR
FINANCIAL LOSS THAT THE
GROUP MAY SUFFER AS A RESULT
OF FAILURE TO COMPLY WITH:
LAWS, REGULATIONS AND
SIMILAR STANDARDS APPLICABLE
50*54#64*/&44"/%03
INTERNAL GROUP POLICIES,
AUTHORITY LEVELS, PRESCRIBED
PRACTICES AND ETHICAL
STANDARDS.
INADEQUATE REPORTING AND
TRANSPARENCY REGARDING
COMPLIANCE AND ADAPTING
TO REGULATORY CHANGES.

MITIGATION
w

The group legal and compliance function co-ordinates and reviews regulatory
matters and the group’s responses.

w

The ARC committee reviews compliance and legal risk at each meeting held.

w

Compliance officers are embedded within subsidiaries.

w

The group legal and compliance policy ensures authorised personnel know
and appropriately manage compliance risk.

w

The compliance reporting structure ensures that all compliance matters are
escalated to the compliance officer within the subsidiary, who in turn is
supported by the group legal and compliance function.
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ISSUE 4: MANAGING REGULATORY RISK continued
O BJECTIVES FOR 2015
OBJECTIVES
COMMUNICATE AND
DEMONSTRATE TO ALL
STAKEHOLDERS TRANSACTION
CAPITAL’S UNEQUIVOCAL
COMMITMENT TO COMPLIANCE.

PROACTIVE ASSESSMENT OF
AND RESPONSE TO A FASTMOVING REGULATORY
ENVIRONMENT.

ACTIONS
w

Rapid resolution of enquiries/queries from regulators.

w

Rapid resolution of any non-compliance findings made by external advisors
and/or internal compliance functions.

w

Monitoring of proposed legislative amendments and submitting comments
where appropriate.

w

Obtain advice from external specialists on the impact of proposed legislation.

w

Early development and implementation of measures to comply with new
legislation.

The group legal, compliance and reporting structure will continue to facilitate:

MAINTAIN A ROBUST LEGAL AND
REGULATORY STRUCTURE.

CONTINUED REPRESENTATION
ON INDUSTRY BODIES IN A
RAPIDLY CHANGING
REGULATORY ENVIRONMENT.

w

Informed decisions by subsidiaries regarding compliance with new or
BNFOEFEMFHJTMBUJPO SFHVMBUJPOBOEDPEFTPGDPOEVDU

w

Appropriate engagement with regulatory authorities, including enquiries,
SFRVFTUTGPSEPDVNFOUBUJPO NFFUJOHTBOEPOTJUFWJTJUT

w

5IFNBOBHFNFOUPGBOZMJUJHBUJPOUIBUBGGFDUTTVCTJEJBSJFTPQFSBUJOHNPEFMT

w

0CUBJOJOHBQQSPQSJBUFMFHBMDPVOTFM

w

3FWJFXJOHBOEESBGUJOHPGNBUFSJBMDPOUSBDUTBOE

w

Group-wide consistency in the interpretation and application of laws
and regulations.

w

Industry body representation to be monitored and improved.
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ATTRACTING AND RETAINING
)*()$"-*#3&5"-&/5%&7&-01*/( 
NURTURING AND POSITIONING
LEADERS WITHIN WELL-DESIGNED
03("/*4"5*0/"-4536$563&4
AND DELIVERING A COMPELLING
VALUE PROPOSITION TO ALL
EMPLOYEES AND EXECUTIVES.

KEY QUESTIONS FROM STAKEHOLDERS

How does Transaction Capital attract and retain high-calibre talent?
How does Transaction Capital develop and motivate key individuals?
O RGANISATIONAL DESIGN

L EADERSHI P DEVELO PM ENT

Transaction Capital’s organisational design aims to create an
empowering, high-performance culture by:

Transaction Capital identifies and recognises the most senior
leaders across the group through the Top 50 mechanism created
in 2009. The appointment, performance, development,
succession and compensation of Top 50 members, who are
dispersed throughout the various businesses, is overseen and
directed by the group CEO and his direct reports. There are
currently 45 individuals in this group.

w

Creating clear lines of responsibility and accountability as
delegated by the board to the CEO and downward by the
$&0UPUIFMJOFBOEGVODUJPOBMMFBEFSTIJQPGUIFHSPVQ

w

Ensuring the appropriate calibre of leadership and functional
FYQFSUJTF

w

Maintaining structures and processes that facilitate corrective
or value-adding intervention by the group executive office as
OFDFTTBSZ

w

Combining formal and informal structures and processes that
provide both adequate oversight and control to respond
SBQJEMZBOEFGGJDJFOUMZUPVOGPSFTFFODJSDVNTUBODFT

w

'BDJMJUBUJOHUIFSBQJEGMPXBOEFWBMVBUJPOPGJOGPSNBUJPO

w

,FFQJOHSFQPSUJOHTUSVDUVSFTGMBUBOE

w

Providing opportunities for the exposure and development of
emerging executives.

Substantial resources are devoted to selecting and developing
members of the Top 50, which include assessment, feedback,
performance, development, mentoring and succession
programmes. Given the depth of functional and subject matter
experts in the Top 50, most development initiatives are directed
at enhancing leadership skills and addressing development
needs identified through psychometric, 360 degree and
subordinate assessments. These programmes frequently employ
case studies that focus on achieving results through the effective
leadership of others, using leadership best practice, modelling
and theory. Proprietary techniques are used to achieve
alignment between the unique circumstances, talents and
ambitions of each Top 50 member and the leadership
requirements of Transaction Capital.

These organisational design principles are applied to the
group’s businesses, where relevant, which are given operating
autonomy within the bounds of agreed strategies, budgets and
limits of authority. Crucial to the group’s strategic approach,
operating autonomy is being deepened through devolving
responsibility to executive leaders within businesses.

During the year SA Taxi created a leadership brand to create
a standard for quality leadership within the business. In 2015
SA Taxi will launch a leadership academy to develop all leaders
in the business according to the leadership brand.

The organisational design of each business reflects its particular
business model and the requirements of, and relationships with,
its specific counterparties and stakeholders.

Transaction Capital and its constituent businesses invest heavily
in attracting, developing and retaining the highest calibre of
employees, and specifically in enhancing deep functional
and leadership skills through talent management initiatives.
Excellence is nurtured and rewarded, with individual
performance managed in close alignment with the group’s
strategic objectives. Employees are encouraged to excel both
as individuals and as members of teams.

Importantly, human resources skills at group level have been
devolved into the businesses, together with responsibility and
accountability for developing resourcing strategies. Responsibility
for oversight of the identified Top 50 members lies with the
group executive.

HUM AN CA P ITAL

During the year, MBD CS attained Investor in People
accreditation – an internationally recognised and highly
respected accreditation which requires organisations to meet
stringent criteria. These include aligning people management to
strategy and having appropriate development and recognition
initiatives in place.
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DIRECTORATE

Christopher
SEAB ROO KE
(61)

Dumisani
Phumzile
LANGENI

TAB ATA
(59)

INDEPENDENT NON-EXECUTIVE DIRECTORS

(40)

BCom (University of KwaZulu-Natal),
BAcc (University of KwaZulu-Natal),
MBA (University of the Witwatersrand),
FCMA (UK)

BProc (University of Fort Hare),
LLB (University of KwaZulu-Natal)
BCom (University of KwaZulu-Natal),
BCom (Hons) (Unisa)

CHAIRMAN

Appointed: June 2009

Appointed: June 2009

Appointed: February 2010

Chris is an international financier and
investor who has been a director of more
than 25 listed companies, both in South
Africa and abroad. He is currently chief
executive officer (CEO) of Sabvest
Limited, chairman of Metrofile Holdings
Limited, deputy chairman of Massmart
Holdings Limited and a director of Brait
S.E., Net1 U.E.P.S. Technologies Inc,
Torre Industries Limited and Datatec
Limited. Chris is also a director of a
number of unlisted companies, including
Mineworkers Investment Company
Proprietary Limited and Primedia
Holdings Proprietary Limited. He is a
former chairman of the South African
State Theatre, former deputy chairman of
the founding board of the National Arts
Council and a current member of the
Institute of Directors.

A stockbroker by training, Phumzile is
executive chairman of Afropulse Group
Proprietary Limited, non-executive
chairman of Astrapak Limited and
Mineworkers Investment Company
Proprietary Limited, a non-executive
director of Massmart Holdings Limited,
Imperial Holdings Limited, Primedia
Proprietary Holdings Limited, St Mary’s
Foundation Board and Metrofile
Holdings. Phumzile is also an
independent non-executive director on
the boards of SA Taxi and MBD CS. She
was previously the economic adviser to
the former Minister of Minerals and
Energy, former non-executive director of
Peermont Global Holdings and former
member of Ports Regulator. Phumzile also
previously worked as an executive
director and vice president of dual-listed
junior platinum miner, Anooraq
Resources.

Dumisani was admitted as an attorney of
the High Court of South Africa in 1984,
and in 1996 was appointed as an
acting Judge of the High Court, in which
position he served for three terms. He
was one of the founding partners of
Smith Tabata & Van Heerden in King
William’s Town, where he is today a
director. Dumisani has served as deputy
chairman of the ABSA Bank regional
board in the Eastern Cape. He is an
executive director of Vuwa Investments
Proprietary Limited and director of
Smith Tabata Incorporated East London
and Smith Tabata Buchanan Boyes in
Cape Town and Johannesburg.
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Roberto
RO SSI

Shaun

ZAGN O EV

(52)

(48)

BSc (ElecEng), MSc (ElecEng),
MBA (University of the Witwatersrand)

Appointed: February 2012

Appointed: June 2007

David has over 20 years’ experience in
the financial services industry in both
South Africa and the United Kingdom.
After qualifying as a chartered
accountant, David spent 10 years
working in the investment banking and
derivative industry in London. In 1999,
he returned to South Africa to join BoE
Bank as chief financial officer (CFO) and
in 2001 was appointed to the position of
executive director of BoE Limited. In
2002, David joined African Bank as
group finance director and in 2008, was
appointed as CEO of African Bank
Limited. He now operates as an
independent consultant, director of
companies and private equity investor.

Shaun is currently a partner at Ethos
Private Equity where he has been
involved in investing in a wide array of
businesses for 20 years. Prior to that he
worked as a management consultant with
Gemini Consulting. Shaun has served on
the boards of 21 companies.

NON-EXECUTIVE DIRECTOR

BCom (Hons) (University of KwaZuluNatal), BAccSc (Unisa), CA(SA)

BSC (MechEng) and Graduate
Diploma (IndEng) (University of the
Witwatersrand), BProc (Unisa)

Appointed: September 2003
Roberto founded Miners Credit
Guarantee in 1991 to provide credit
card-type facilities to mine workers. In
1998, Nisela Growth Investments
acquired 50% of the shareholding in
Miners Credit Guarantee. Roberto
assumed an executive role at African
Bank Limited and was subsequently
responsible for the establishment,
acquisition and operation of several of
the businesses owned by African Bank.
After selling his remaining shares in
Miners Credit Guarantee to African Bank
in 2003, Roberto partnered with
Jonathan Jawno and Michael Mendelowitz
to acquire and grow the group of
companies that ultimately merged with
Paycorp Holdings in 2007 to form
Transaction Capital.
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David

HURWITZ
(43)

Jonathan
J AWN O
(48)

BAcc (Hons), HDipTax (University of
the Witwatersrand), CA(SA)

EXECUTIVE DIRECTORS
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BCom (Hons), Graduate Diploma
Accounting (University of Cape Town),
CA(SA)

CHIEF EXECUTIVE OFFICER

EXECUTIVE DIRECTOR

Appointed: April 2012

Appointed: March 2003

David is a chartered accountant having
served his articles at Grant Thornton,
Johannesburg. He has been active in
debt capital markets since 1997, holding
employment at both a specialist
structured finance organisation and a
large local bank. In 2005 he joined
Transaction Capital’s founding
shareholders, Jonathan Jawno, Michael
Mendelowitz and Roberto Rossi, to
acquire African Bank’s Commercial
Vehicle Finance division (now SA Taxi).
Shortly thereafter Transaction Capital
was formed, where David established
and led the capital markets team for a
period of five years, and later served as
the CFO of SA Taxi for 18 months. He
was appointed to Transaction Capital’s
main board as group chief risk officer in
April 2012, thereafter served as the
group CFO and in January 2014 was
appointed as the group CEO of
Transaction Capital Limited.

After completing his articles at Arthur
Andersen, Jonathan co-founded Stratvest
in 1995. In 1997, African Bank (then
Theta Financial Services Limited)
acquired 50% of Stratvest, leading to the
formation of Nisela Growth Investments.
He held the position of joint CEO of
Nisela Growth Investments until 2002
and went on to acquire and grow the
group of companies that was ultimately
merged with Paycorp Holdings in 2007
to form Transaction Capital. Jonathan
was appointed as an executive director
in June 2010.
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Mark

Michael

M ENDEL O WITZ

H ER SK O VITS
(40)

(49)

BCom (Hons), Graduate Diploma
Accounting (University of Cape Town),
CA(SA)

BBusSci (Finance), Postgraduate
Diploma Accounting (University of
Cape Town), CA(SA), CFA

EXECUTIVE DIRECTOR

CHIEF FINANCIAL OFFICER

Appointed: March 2003

Appointed: January 2014

After completing his articles at Deloitte &
Touche in 1990, Michael co-founded
Stratvest in 1995. In 1997, African Bank
(then Theta Financial Services Limited)
acquired 50% of Stratvest, leading to the
formation of Nisela Growth Investments.
Michael held the position of joint CEO of
Nisela Growth Investments until 2002
and went on to acquire and grow the
group of companies that was ultimately
merged with Paycorp Holdings in 2007
to form Transaction Capital. Michael was
appointed as an executive director in
December 2011.

Mark served articles at Deloitte & Touche
in Johannesburg. After remaining on as
a manager until 2001, he joined Rand
Merchant Bank as a corporate bond
investment analyst in the special projects
international division. In 2007, Mark
joined Transaction Capital as an
investment transactor and was involved
in various acquisitions for the group. He
joined the capital markets division in
2009 and was appointed head of the
team in June 2010. He held this position
until January 2014 when he was
appointed to his current position of
group CFO.
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Continuing headline earnings
increased by 17% to
R330 million and most of
the group’s performance
metrics reflected stability
or improvement, despite
the impact of a generally
weak economy.
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Continuing headline earnings per share
Continuing headline earnings
Continuing EBITDA

up 17% to

up 18% to

Credit loss ratio

cents

R330 million

R159 million (services division)

Continuing gross loans and advances
Non-performing loan ratio

up 18% to 57.3

TRANSACTION CAPITAL

up 14% to

R6 737 million

improved by 11% to

25.7%

stable at 5.2%

210 cents per share
net asset value per share down 18% to 520.2 cents

After the capital distribution of

Capital adequacy ratio

up 19% to

Total dividend for the year of
of

49.5%

16 cents per share. Final dividend

10 cents per share

Dividend cover of

3.6 times on continuing headline earnings per share
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CHAIRMAN’S
REPORT

Christopher

SEABROOKE

THE COMPETITIVE ADVANTAGE AND SOCIO-ECONOMIC
BENEFIT THAT COMES FROM BUILDING BUSINESSES, AND
SYSTEMATICALLY DEEPENING VALUE PROPOSITIONS, IN
UNDER-SERVED MARKET SEGMENTS OF THE FINANCIAL
SERVICES INDUSTRY IS A FINE EXAMPLE OF THE CONCEPT
OF SHARED VALUE, AND AUGURS WELL FOR THE PROSPECTS
OF THE GROUP’S BUSINESSES.
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LOOKING BACK ON AN EVENTFU L YEAR

G OVERNANCE

The profile of the group changed materially during the
year following the sale of Paycorp and Bayport, the proceeds
of which funded the payment of a capital distribution of
R1.2 billion to shareholders. As a result of these disposals the
group undertook a restructure which culminated in a smaller
group executive office and more decentralised operations.

The board now comprises 10 directors of whom six are
non-executive and five are defined as independent.

While the financial results for the year ended 30 September
2014 are reported against the previous structure (SA Taxi and
Rand Trust under the asset-backed lending division and MBD CS
and Principa Decisions under the credit services division), the
refocused group structure in the current 2015 financial year is
as follows:
Asset-backed lending – SA Taxi
Risk services – MBD CS, Principa Decisions and Rand Trust
The new group structure is described more fully throughout
this report.
The year also brought various changes to the board and
executive management, occasioned both by the disposals
and subsequent restructure. Most notably:
Mark Lamberti moved from chief executive officer (CEO) to
non-executive chairman and then resigned from this position
pursuant to his appointment as CEO of the Imperial Group;
I was reappointed as independent non-executive chairman;

43

During the year the remuneration and nominations committee
was split into separate committees and the risk and audit
committees were combined. Together with the social and ethics
committee, the board now has four committees, all properly
constituted as required by the Companies Act and King III.

T HE WAY FORWARD
The CEO’s report provides detail of management’s strategic
intentions and expectations for the future.
The board supports the strategies and plans management has
formulated for the divisions, and the growth projections for
the short and medium term. The competitive advantage and
socio-economic benefit that comes from building businesses,
and systematically deepening value propositions, in
under-served market segments of the financial services
industry is a fine example of the concept of shared value,
and augurs well for the prospects of the group’s businesses.

SHAREHO L DER S
I am pleased to welcome all new shareholders who invested in
the group during the year.

Roberto Rossi became a non-executive director after one year
as chief group legal officer;

One of the effects of the sale of shares by former directors has
been an increase in liquidity and in the percentage of public
shareholders. This has also resulted in an increase in the
institutional shareholding in the group.

Cedric Ntumba resigned as a non-executive director;

At the year-end the group had 1 112 shareholders on its register.

Steven Kark resigned as an executive director pursuant to the
sale of Paycorp; and

APP RECIATION

David Hurwitz was appointed CEO;
Mark Herskovits was appointed chief financial officer (CFO);

Ronen Goldstein was appointed as company secretary
subsequent to year-end.
The board is confident that the new divisional structure will deliver
superior returns to shareholders and that the surplus cash of
R1.2 billion arising from the sale of Paycorp and Bayport (net of
the capital distribution) will be deployed in existing businesses
and new expansions and acquisitions to enhance returns.
The board is confident in the capabilities of the executive team
and comfortable that it is constituted appropriately for the size
and complexity of the group.

PERFORMANCE
Continuing headline earnings increased by 17% to R330 million
and most of the group’s performance metrics reflected stability
or improvement, despite the impact of a generally weak
economy.
I refer shareholders to the detailed reviews of the CEO and
CFO for their analysis of the performance of the group and the
macro-economic context within which it was achieved.

I express my thanks to my colleagues on the board and my
appreciation to our highly proficient management teams at
group executive office and at subsidiary levels.
I would also like to take this opportunity to thank our bankers,
funders and advisors for their continued support, particularly
during the restructuring of the group.
CHRISTOPHER SEABROOKE
27 January 2015
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OVERVIEW
Transaction Capital ended its second full year as a public company with a substantially different
portfolio of businesses from those reported at the end of the preceding period.
The disposal of our payment services and unsecured lending businesses, which represented 48%
of the group’s earnings in the 2013 financial year, was in response to emergent opportunities
to realise significant value for shareholders. This course of action also allowed us to reduce the
range and complexity of risks the group faced, and has left the group well capitalised for
organic and acquisitive growth.
In our remaining businesses we continued to clarify and refine our strategies and plans over the
year, which enabled the group to generate 17% growth in continuing headline earnings. This
performance was particularly pleasing in a domestic operating environment that has worsened
considerably since last year.

O PERATING ENVIRONMENT
In South Africa, economic growth weakened further as employment and real wage growth
slowed, inflation eroded disposable income and productivity declined due to a series of crippling
strikes in various sectors. The Monetary Policy Committee of the South African Reserve Bank
increased the repo interest rate by 50 basis points on 30 January 2014 and again by 25 basis
points on 18 July 2014. These conditions have placed pressure on the economy as a whole,
with the consumer and small-and-medium sized enterprise (SME) sectors being hardest hit.
Regulatory uncertainty remains a concern, specifically the lack of transparency and stakeholder
engagement in approving the National Credit Amendment Act. Although the President has signed
the Act, the date of promulgation is yet to be announced. Exacerbating the uncertainty is the
generally low level of enforcement of existing laws and regulations governing the financial
services sector. This constitutes a threat to the most vulnerable consumers, and creates an
unequal playing field that makes it difficult for compliant operators to compete against those
that are less scrupulous. We continue to monitor developments closely and engage frequently
with regulators, to ensure we understand the implications of proposed legislation and are able
to position the group appropriately for change.
Our businesses are well positioned in relation to the opportunities arising from South Africa’s
macro- and socio-economic context. The depressed consumer economy provides Transaction
Capital’s risk services division with substantial opportunity as the demand for credit risk
management and capital solutions intensify. After the sale of Bayport, the group is no longer
directly exposed to the consumer credit environment and the regulations that pertain to it.

TRANSACTION CAPITAL MADE STRONG PROGRESS IN
RELATION TO ITS STRATEGIC AND OPERATING OBJECTIVES
DURING THE YEAR, CULMINATING IN AN EXCELLENT
FINANCIAL PERFORMANCE.
COR P ORATE S TRATEGY
The disposal of our payment services and unsecured lending businesses for the reasons
explained demonstrates a key feature of our strategy. This is to dispose of a business in the
interests of maximum value creation, particularly when the risk-adjusted returns we are able
to generate through active intervention in the business begin to plateau.
This implies another fundamental tenet of our strategy, which distinguishes Transaction Capital
from private equity companies. We have specialist competencies in the group, specifically in
credit risk and capital management, which we apply to strengthen the competitive positions
of our businesses in market segments that are under-served and hence are not over-crowded.
Our leadership positions in these segments, where traditional financial services companies fear
to tread, are built on developing and delivering unique value propositions that create significant
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societal value. Many of the solutions offered by our businesses
support the SME sector, or help to keep the consumer credit
system functioning effectively. This shared value creation at the
heart of the Transaction Capital business model is pivotal in our
ability to create value for our shareholders over time.
Specifically, we are focused on developing the distinctive
competencies within our asset-backed lending and risk
services businesses that enable them to achieve deep vertical
integration in their market segments, and to create defensible
positions in adjacent market segments. As they deepen and
widen their offerings, they enhance the value propositions they
are able to offer their clients, and create new sources of
product and finance margin.
The group executive office supports the businesses in enhancing
their strategic and operational competencies, systematically
devolving responsibility to the executives within the businesses.
The executives we appoint often have experience in managing
considerably larger asset portfolios. Achieving strategic clarity
and depth of understanding in our chosen market segments are
necessary to secure unassailable competitive positions and drive
high performance. The group executive office provides the
appropriate level of oversight through well-developed
governance structures and establishing a strong culture
of accountability, ethics and transparency within each of
the businesses.
Ultimately, our strategic aim is for our businesses to become
autonomous – it stands to reason that they would then have
achieved their full potential to create value for the group. At
this point, we would consider disposing of a business when its
value can be enhanced either by another owner or by it being
totally independent.
In the short to medium term, there are excellent opportunities
for organic growth within our existing businesses. In respect of
acquisitive growth, we believe that our capital and effort would
be best spent on acquiring assets to augment and complement
our existing businesses. This may add a particular capability
that enables deeper vertical penetration within our market
segments, or an ability in an adjacent market, thus opening up
a new opportunity. We will, however, remain vigilant to the
possibility of an acquisition outside the two divisions, if we
believe we can apply the group’s competencies to generate
superior risk-adjusted returns for our shareholders.

GROU P RE STRUCTURE AND P RO SP ECT S
Following the disposal of Paycorp and Bayport, we restructured
Transaction Capital to support our strategic objectives and
accommodate the requirements of a smaller group. The board
and its sub-committees were reconstituted and the group
executive office structure was simplified. Most group office
functions, including the human resources and internal audit
function, were decentralised, and others were reduced. This
is in line with our strategic intention to devolve responsibility
and authority to the operating businesses, and to achieve
cost savings.

The asset-backed lending division, comprising SA Taxi and led
by Terry Kier, operates as an innovative asset-backed lender.
Although its focus is predominantly on the financing of
independent SMEs mainly in the minibus taxi industry, the
division intends to expand into other adjacent markets or asset
classes that are complementary to and can be augmented by
its distinctive competencies. While some of these competencies,
such as credit assessments, collections and capital mobilisation,
are well developed within the taxi space, they require further
refinement and development to be successfully applied to
creating defensible positions in adjacent sectors such as light
commercial vehicles (“bakkies”).
At the same time, other competencies such as refurbishment,
insurance and procurement of vehicles and parts are being
enhanced to achieve deeper vertical penetration into existing
segments. For example, during the year the value proposition
to clients was enhanced through new product offerings such as
SA Taxi Media (advertising in taxis), a stand-alone insurance
offering branded Khusela Taxi Insurance, and a successful
direct sales programme of new and refurbished vehicles which
contributes to product margin and superior credit performance.
The newly created risk services division comprises MBD CS,
Principa Decisions and Rand Trust. The challenging consumer
environment provides substantial opportunity for the division
to entrench its market position by augmenting and combining
its distinctive competencies across its constituent businesses.
Many of its clients, being some of South Africa’s largest credit
providers, are demanding structured and complex credit risk
management and capital solutions to better manage credit and
operational risks, reduce costs, simplify processes, raise capital
and improve working capital cash flow.
In bringing together the distinctive competencies of these
businesses under one go-to-market strategy, our intention is to
enhance the division’s value proposition and thereby to deepen
its client offering and expand its competitive presence. In addition,
the division will leverage its core skill set to access adjacent
market segments, such as the public and commercial sectors.
David McAlpin, previously the CEO of Principa Decisions, was
appointed with effect from 1 October 2014 to the newly created
role of CEO of the risk services division, with Charl van der
Walt taking employment at the group executive office.

CONC L U SION
Transaction Capital has solid operational platforms in place,
significant cash on hand and access to diverse funding sources,
which position the group strongly to pursue organic and
acquisitive growth according to our strategy. I extend my thanks
to the board, our executive teams and our people across the
group for their efforts in extending our track record for creating
shared value.

DAVID HURWITZ
27 January 2015
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KEY
QUESTIONS
from providers of
capital answered

Q: HOW WILL YOU BE DEPLOYING THE CAPITAL

FROM THE DISPOSALS OF PAYCORP AND
BAYPORT?

The team and I have spent a considerable amount of time
looking for and assessing potential acquisitions, and
what’s becoming increasingly clear is that our time, effort
and capital will be best spent on investing in our existing
businesses. This could still mean acquiring something into
a division that complements and enhances its offerings,
but more likely we’ll be looking to deploy this capital to
enhance the organic growth potential of our businesses
– so a series of small transactions as opposed to one
big transaction. Our target is for any acquisition into
a business or other capital deployment opportunity to
generate a minimum 20% return.
In asset-backed lending this deployment will underpin the
growth of a new asset class which either opens up a new
vertical, as we’re doing with our bakkie business, or that
allows us to grow an existing asset class, such as adding
Nissan vehicles to our taxi offering. Here we’ll be able
to apply many of the same competencies that distinguish
the taxi business, and we’re actively building the
less-developed competencies needed for those markets
where we may still be a bit weak.
In risk services we’re looking at creating more complex
solutions that combine capital and services to drive return
on both – so a more structured capital deployment. For
example we could provide a cash flow solution along with
consulting on a client’s information technology (IT), or lend
assistance on a specific part of their book without having to
acquire the book in full.
Q: HOW DID YOU REALISE THE GREAT

IMPROVEMENT IN SA TAXI’S CREDIT METRICS,
PARTICULARLY GIVEN THE CURRENT CREDIT
ENVIRONMENT?
In SA Taxi the two key value drivers are the quantity and
the quality of loans we extend. This year we moderated
the growth in loans and advances specifically because we
wanted to grow the quality of our book and not just the
size. We’ve been successful in doing so, shown by the
growth of our earnings in asset-backed lending and the
reduction in our non-performing loan ratio.
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Making sure we are lending to higher credit quality clients
certainly plays a part here, but as important has been
applying the lessons we’ve learnt over the past few years.
For example we know that inferior quality vehicles break
down more often, which means they spend less time on the
road and make less money for the taxi operator, who then
struggles to make their repayments. For this reason we’ve
been phasing out these entry-level vehicles and focusing
only on premium quality vehicles like Toyota which are
more reliable.
We’ve also got our Taximart facility where we refurbish
repossessed vehicles that can then be sold at a more
accessible rate to a new operator who may just be starting
out, which protects us against losses. Taximart really is
one of SA Taxi’s most significant differentiators – no other
vehicle financier can claim a similar offering, and it’s
something we’ve developed over many years that would
be incredibly difficult for a competitor to replicate.
Q: WHAT DO YOU ANTICIPATE THE BENEFITS TO BE

OF BRINGING TOGETHER MBD CS, PRINCIPA
DECISIONS AND RAND TRUST UNDER THE RISK
SERVICES DIVISION?

What brings them together is a common client base, and
we believe that there is much more that we can do for
these clients by these businesses thinking together and
offering a deeper set of products. You find that some
functions such as business knowledge or data services are
present in different ways in both businesses, so there’s also
an opportunity to bring together their experience into a
consolidated offering. Rand Trust and the presence it gives
us in the SME space is also hugely important for us, and
we look forward to finding synergies between the
businesses to enhance our capabilities there as well.
Bringing the three businesses together makes their
individual client value propositions stronger, will enable
some operational efficiencies and will allow them to work
in combination to provide broader offerings. By combining
their offerings under a more coordinated go-to-market
strategy – both the book buying and collection capability
as well as the IT and consulting services, plus the ability to
provide capital – we’re able to provide more unique and
complex solutions that will really differentiate this business
in the market.
We’ve appointed David McAlpin from Principa as CEO
of the new division, and we’ll be working together with
him over the coming year to find the best ways for
these businesses to work together to extend their value
propositions for both existing and new clients.
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INTRODUCTION
The change in portfolio, occasioned by the sale of our payment services and unsecured lending
divisions, was a response to emergent opportunities to generate significant returns and realise
value for shareholders while reducing the range and complexity of risks facing the group.
The sale of Paycorp became effective on 1 November 2013, and the sale of Bayport on
31 December 2013, with total proceeds of approximately R2.3 billion received.
Transaction Capital’s continuing operations strengthened their leadership positions in their market
segments through the delivery of unique value propositions to stakeholders, delivering pleasing
results in line with expectations, despite challenging market conditions.
Other notable performance highlights included growth in total income of 13% to R2 546 million
(2013: R2 248 million). Non-interest revenue grew 11% to R1 133 million (2013: R1 023 million)
and gross loans and advances grew 14% to R6 737 million (2013: 5 923 million). Return on
assets of 3.5% and return on equity of 10.9% were however down on the prior year (2013: 3.7%
and 15.4% respectively), due to the retained proceeds on the sale of Paycorp and Bayport
earning a low yield.

TRANSACTION CAPITAL’S CONTINUING OPERATIONS
STRENGTHENED THEIR LEADERSHIP POSITIONS IN THEIR
MARKET SEGMENTS THROUGH THE DELIVERY OF UNIQUE
VALUE PROPOSITIONS TO STAKEHOLDERS, DELIVERING
PLEASING RESULTS IN LINE WITH EXPECTATIONS, DESPITE
CHALLENGING MARKET CONDITIONS.
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HEADLINE EARNINGS

EQUITY/NET ASSET VALUE (NAV) PER SHARE

Rm

57.3

350

Cents

48.5

300
37.1

250
150

283

100

50
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30

330

20

193

Cents

5 000

40

200

Rm

60

10

1 000

0

0

2014

Headline earnings – continuing (Rm)
Headline earnings per share
– continuing (cents)

520.2

600
500

2 000

0

2013

542.9

3 000

50
2012

700

637.7

3 895

2 963

3 304

2012

2013

2014

400
300
200

Total equity (Rm)
NAV per share (cents)

FINANCIA L P O S ITION
Assets

2014
Rm

2013
Rm

Change
%

Cash and cash equivalents
Inventories
Loans and advances
Purchased book debts
Other investments
Intangible assets
Property and equipment
Goodwill
Non-current assets classified as held for sale
Other assets

1 345
4
6 386
552
238
19
51
192
–
903

673
85
10 232
420
481
21
96
594
769
960

100
(95)
(38)
31
(51)
(10)
(47)
(68)
(100)
(6)

Total assets

9 690

14 331

(32)

Loans and advances
ASSET QUALITY
%
30
25

29.0
25.7

25.0

20
15
10
5
0

22.1

19.2

19.2

4.8

5.6

5.7

2013

2014

2012

Non-performing loan ratio (%)
Non-performing loan coverage (%)
Provision coverage (%)

In line with the group’s strategy to grow gross loans and advances moderately while focusing
on credit quality, growth in loans and advances of 14% to R6 737 million was achieved while
keeping the Rand value of non-performing loans (NPLs) stable, thus improving the credit quality
of the book.
Consequently, the group NPL ratio showed excellent improvement from 29.0% to 25.7% as
a result of stricter credit origination criteria, effective collection strategies and a decrease in
repossessed stock held via the accelerated write-off of entry-level stock. Provision coverage over
the NPL balance was strengthened from 19.2% to 22.1%. Despite this, the credit loss ratio
remained almost flat at 5.2%.
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The current and comparative NPL ratio is calculated consistently according to a revised definition,
considered to be more appropriate for SA Taxi and adopted during the first half of the 2014
financial year (see formulae and definitions on the inside back cover for further detail).

Purchased book debts
Credit providers continued to realise capital and value through the sale of late stage debtors’
books, with high activity levels in the purchase of distressed debt being a feature of the 2014
financial year. MBD CS was an active bidder on most books that came to market, albeit at lower
prices than in the past. During the year, MBD CS acquired book debts with a face value of
R2.5 billion for a cost of R214 million, and incurred an amortisation cost of R82 million due
to the cash flows generated by the larger portfolio. Newly acquired portfolios need to season
depending on the nature of the book and the collections environment, thus it takes time to realise
the benefits of these portfolios. MBD CS currently owns 147 diversified principal book portfolios.

Cash and cash equivalents
Cash and cash equivalents of R1.2 billion are available as at year-end, based on the proceeds
from the disposal of Paycorp and Bayport less the R1.2 billion distributed shareholders
(210 cents per share).

Other investments
Other investments represent the group’s investment in the insurance cell captives of the
asset-backed lending business. The investment is carried at fair value while movements
are recognised in the available-for-sale reserve.

Equity and liabilities

2014
Rm

2013
Rm

Change
%

Equity
Ordinary share capital
Reserves
Retained earnings

483
96
2 384

1 779
385
1 551

(73)
(75)
54

Equity attributable to ordinary equity holders
of the parent
Non-controlling interests

2 963
–

3 715
180

(20)
(100)

Total equity

2 963

3 895

(24)

Liabilities
Bank overdrafts
Tax payables
Trade and other payables
Provisions
Interest-bearing liabilities

101
2
242
18
6 178

71
2
361
27
9 601

42
–
(33)
(33)
(36)

4 911
1 267

7 470
2 131

(34)
(41)

186

194

(4)

–

180

(100)

Total liabilities

6 727

10 436

(36)

Total equity and liabilities

9 690

14 331

(32)

Senior debt
Subordinated debt
Deferred tax liabilities
Liabilities directly associated with non-current assets
classifies as held for sale
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C A P ITA L MANAGEMENT
CAPITAL STRUCTURE
Rm

Times

14 000

4.0

4.0

12 000

3.3

10 000
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4 000
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2 000
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3 895

2012
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0

Equity (Rm)
Subordinated debt (Rm)

1 267
2 963
2014

4.5
4.0
3.5
3.0
2.5
2.0
1.5
1.0
0.5
0

Senior debt (Rm)
Gearing ratio (times)

Generating an appropriate risk-adjusted return on the capital deployed within the business
remains a strategic objective.
Following the disposal of Paycorp and Bayport and the capital distribution of 210 cents per
share to shareholders, the group’s equity and debt capital position remains strong. The capital
adequacy level of 49.5% is particularly robust and the group retains sufficient access to debt
capital markets. On 5 June 2014, SA Taxi’s Transsec securitisation funding programme was
launched on the JSE Limited, with an inaugural issue of R665 million at a cost of funding
approximately 200 basis points lower than historic rates. In total 11 investors participated
in the programme, including five first time funders to SA Taxi.
The group’s capital adequacy ratio improved to 49.5% at 30 September 2014, of which 34.0%
comprises equity with the balance of 15.5% being subordinated debt, resulting in a gearing
ratio of 3.3 times. The group is favourably capitalised and well positioned to fund organic
growth opportunities.
Capital adequacy calculation
Equity
Subordinated debt capital
Total capital
Less: goodwill
Total capital less goodwill
Total assets less goodwill and cash
and cash equivalents
Capital adequacy ratio
Equity
Subordinated debt

2014

2013

2012

Rm
Rm
Rm
Rm
Rm

2 963
1 267
4 230
(192)
4 038

3 895
2 131
6 026
(594)
5 432

3 304
1 477
4 781
(927)
3 854

Rm
%

8 153
49.5

13 064
41.6

10 786
35.7

%
%

34.0
15.5

25.3
16.3

22.0
13.7
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E QUITY MANAGEMENT
The disposals of Paycorp and Bayport enhanced the group’s capital adequacy levels.
The decline in the group’s return on equity ratio to 10.9% was due to the negative impact of the
very high capital adequacy ratio.
The board approved a capital distribution of 210 cents per share out of the proceeds arising
from the disposal of Paycorp and Bayport.
The board approved and declared a final dividend of 10 cents per share on 25 November 2014,
bringing the total dividend declared for the year to 16 cents per share. Dividend cover of
3.6 times is in line with the group’s revised dividend policy of maintaining a cover ratio of three
to four times of annual headline earnings.

D EBT MANAGEMENT
Transaction Capital, as a non-deposit taking financial services business, relies on a proven
wholesale funding model. In the year, the group continued to find support in debt capital
markets, accessing approximately R3.3 billion in debt from 15 institutions and attracting eight
new debt investors. Interest-bearing liabilities decreased by 36% to R6 178 million following
the disposal of Bayport.
Transaction Capital’s wholesale funding model continues to incorporate the following
conservative principles:
A ‘positive liquidity mismatch’ is maintained, such that the average debt duration exceeds
average asset duration, and cash collections from assets are used to redeem amortising debt.
Thus, debt is raised primarily to fund asset growth and not to refinance mismatched debt;
Term instruments are generally issued on an amortising basis to reduce liquidity risk and
match cash flows;
No exposure to overnight or twelve-month rolling debt instruments exists;
Direct relationships between Transaction Capital’s capital markets team and the debt capital
market participants allow debt investors to gain an in-depth understanding of the group’s
business;
The majority of debt is raised in ring-fenced funding structures with no cross-default clauses,
allowing investor diversification, ensuring no co-mingling of risk, and leveraging capital
optimally per individual asset class; and
Capital adequacy levels are targeted per asset class, using a bottom-up approach to capital
management.
It was expected that the significant corporate defaults during the past twelve months could have
a ripple effect through the funding markets in South Africa, including a likely increase in pricing
of debt and the basic availability of funding being adversely affected, particularly for mezzanine
debt. Although investors have been more cautious in their approach with credit approval
processes taking longer than in the past, the capital markets team have been successful in raising
the requisite senior funding for the businesses. Pricing has also been comparable to issuances
prior to the corporate defaults. This is an encouraging sign for the stability and sustainability of
the group’s funding platform.
Rand Trust and MBD CS both secured additional term facilities which will be drawn down over
the relevant availability periods.
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P ERFORMANC E
2014
Rm

2013
Rm

Change
%

814
(322)

686
(283)

19
14

492
1 133
(1 220)
1
3

403
1 023
(1 071)
–
4

22
11
14
100
(25)

Profit before tax
Income tax expense

409
(79)

359
(76)

14
4

Profit from continuing operations
Profit from discontinued operations

330
607

283
303

17
100

Profit for the year

937

586

60

937
–

544
42

72
(100)

Net interest income
Impairment of loans and advances
Risk adjusted net interest income
Non-interest revenue
Operating costs
Non-operating profit
Equity accounted earnings

Attributable to ordinary equity holders of the parent
Attributable to non-controlling equity holders

Headline earnings
Continuing headline earnings for the year ended 30 September 2014 grew 17% to R330 million.
A combination of incremental contributions from all of the group’s divisions, in terms of revenue
growth and cost containment, underpinned this result.
HEADLINE EARNINGS
Rm
550
500
450
400
350
300
250
200
150
100

110
128

Continuing
headline
earnings
2013

1

(39)

283

Net interest
income

Impairments

(149)

Non-interest
revenue

Operating
costs

Non-operating
profit

330
(1)

(3)

Equity
accounted
earnings

Income
tax
expense

Continuing
headline
earnings
2014

Net interest income
Net interest income grew 19% to R814 million, with the net interest margin improving by 5%
to 13.1%.
NET INTEREST MARGIN
%
15
3.1

14
13

13.1

12.5

(0.9)

12
(1.6)

11
10

2013

Cost of debt

Capital
structure

Yield
on advances

2014
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Net interest margin
The cost of funding increased due to the increase in the repo interest rate during the year, by
50 basis points in March 2014 and another 25 basis points in July 2014. In addition, the cost
of borrowing at MBD CS has increased due to certain loans being changed to a fixed interest
rate during the current financial year.
The capital structure shifted further to equity during the year, thus the implied interest cost that
has been saved has increased the net interest margin by 3.1%. A reduction in yield on gross
loans and advances placed negative pressure on the net interest margin of 0.9%. This is due to
margin pressure in Rand Trust on new product offerings such as trade finance, and reduced
margins in SA Taxi due to a shift in the mix of loans and advances towards premium vehicles
and away from the higher yielding entry-level vehicles.

Impairment of loans and advances
The group’s credit loss ratio remained stable at 5.2%. Credit quality improved as a result of
stricter credit origination criteria, effective collection strategies and a decrease in repossessed
stock held via the accelerated write-off of entry-level stock.

Non-interest revenue
Non-interest revenue grew 11% to R1 133 million mainly due to the 14% growth in gross loans
and advances, which drove fee and commission income as well as growth in insurance-related
income.

Operating costs
The cost-to-income ratio remained stable at 62.7% through the restructure of the group executive
office and excellent cost containment and efficiencies in all businesses. Total expenses grew 14%
to R1 220 million as assets in the asset-backed lending division and revenue generating activities
in the credit services division expanded. This required additional investment in human capital
and technology.

Income tax expense
Investment income earned from our insurance partners in asset-backed lending is received by the
group as a dividend. This resulted in an effective tax rate for the group of 19.3%, down 9%
mainly due to an increase in this investment income.

Profit from discontinued operations
Profit from discontinued operations represents the results of Paycorp and Bayport included in the
profit for the year as well as the profit on disposal of these investments.
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S UMMARI S ED S EGMENT R EP ORT
Asset-backed lending

Credit services

2014
Rm

2013
Rm

2014
Rm

2013
Rm

Summarised income statement
for the year ended 30 September 2014
Net interest income
Impairment of loans and advances
Non-interest revenue
Total operating costs
Non-operating profit
Equity accounted earnings

741
(320)
250
(455)
–
–

667
(281)
218
(403)
–
–

(10)
(2)
861
(713)
1
3

(1)
(2)
790
(666)
–
4

Profit before tax

216

201

140

125

Impact of classification to held for sale
Profit from discontinued operations
Headline earnings

–
–
188

–
–
163

–
–
104

–
–
95

Total headline earnings

188

163

104

95

Return on average assets (ROA) (%)
Return on average equity (ROE) (%)
Services: EBITDA
Net interest margin (%)
Cost-to-income ratio (%)
Average cost of borrowing (%)
Credit loss ratio (%)
Number of employees

2.7
21.1

2.7
32.3

12.0
26.4
159

12.2
27.3
135

12.0
46.0
9.5
5.2
655

12.2
45.6
10.1
5.2
564

84.0
9.9

84.4
8.2

3 029

3 039

Summarised statement of financial position
at 30 September 2014
Assets
Cash and cash equivalents
Loans and advances
Purchased book debts
Other investments
Non-current assets classified as held for sale
Other assets and receivables

254
6 351
–
238
–
551

226
5 577
–
175
–
453

39
35
552
–
–
259

32
47
420
–
–
234

Total assets

7 394

6 431

885

733

100
5 115
915

71
4 398
1 078

1
177
45

–
151
–

–
201

–
185

–
217

–
204

Total liabilities

6 331

5 732

440

355

Total equity

1 063

699

445

378

31.9
5.5
30.7
18.1
25.9
21.4

31.7
5.5
34.3
15.9
29.2
18.6

54.0

48.7

31.7
2 695

25.8
2 744

Liabilities
Bank overdrafts
Interest-bearing liabilities
Group
Liabilities directly associated with non-current
assets classified as held for sale
Other liabilities and payables

Capital adequacy ratio (%)
Provision coverage (%)
Non-performing loan ratio – original (%)
Non-performing loan coverage – original (%)
Non-performing loan ratio – revised (%)
Non-performing loan coverage – revised (%)
Assets under management (Rb)
Number of collection agents
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Group executive office

Group – continuing

Discontinued operations
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Group

2014
Rm

2013
Rm

2014
Rm

2013
Rm

2014
Rm

2013
Rm

2014
Rm

2013
Rm

83
–
22
(52)
–
–

20
–
15
(2)
–
–

814
(322)
1 133
(1 220)
1
3

686
(283)
1 023
(1 071)
–
4

–
–
–
–
–
–

–
–
–
–
–
–

814
(322)
1 133
(1 220)
1
3

686
(283)
1 023
(1 071)
–
4

53

33

409

359

–

–

409

359

–
–
38

–
–
25

–
–
330

–
–
283

11
10
–

15
247
–

11
10
330

15
247
283

38

25

330

283

21

262

351

545

3.5
10.9
159
13.1
62.7
10.4
5.2
3 719

3.7
15.4
135
12.5
62.7
10.8
5.1
3 673

159

135

35

70

3 719

3 673

1 052
–
–
–
–
359

36
–
–
–
769
300

1 345
6 386
552
238
–
1 169

294
5 624
420
175
769
987

–
–
–
–
–
–

379
4 608
–
306
–
769

1 345
6 386
552
238
–
1 169

673
10 232
420
481
769
1 756

1 411

1 105

9 690

8 269

–

6 062

9 690

14 331

–
886
(960)

–
922
(1 295)

101
6 178
–

71
5 471
(217)

–
–
–

–
4 130
217

101
6 178
–

71
9 601
–

–
30

180
71

–
448

180
460

–
–

–
124

–
448

180
584

(44)

(122)

6 727

5 965

–

4 471

6 727

10 436

1 455

1 227

2 963

2 304

–

1 591

2 963

3 895

49.5
5.7
30.5
18.7
25.7
22.1

41.6
5.6
34.0
16.3
29.0
19.2
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SEGMENT REVIEW
Headline earnings per segment
Contribution to headline
earnings
Segment
Asset-backed lending
Credit services
Group executive office
Headline earnings from
continuing operations
Headline earnings from
discontinued operations
Headline earnings

2014
Rm

2013
Rm

Change
%

2014
%

2013
%

188
104
38

163
95
25

15
9
52

54
29
11

30
17
5

330

283

17

94

52

21

262

(92)

6

48

351

545

(36)

100

100

A SS ET-BACKED L ENDING – SA TAXI AND RAND TRUST
Financial and operating performance
Gross loans and advances grew 14% to R6 690 million, yielding a 15% increase in headline
earnings to R188 million.
SA Taxi is an innovative asset-backed lender, focusing predominantly on the financing of
independent SMEs, mainly in the minibus taxi industry. The estimated national fleet of 200 000
privately owned minibus taxis remains the primary means of transport for most South African
commuters. The replacement of ageing vehicles continues to create robust demand for the
services provided by SA Taxi.
Growth in gross loans and advances has contracted slightly as new vehicle origination is now
entirely comprised of premium vehicles and credit-lending criteria have been tightened further.
The number of entry-level vehicles on book continues to decrease resulting in better credit quality.
The better credit performance of the portfolio together with a somewhat more conservative
provisioning stance has resulted in a stable credit loss ratio of 5.2%, still well within the 6%
upper tolerance level. Recovery rates remain stable at approximately 70%, owing to the nature
of the loan which is secured by an asset of value which can be enhanced through the Taximart
refurbishment operation, further differentiating SA Taxi from its competitors.
Recent strong collection trends and the tightening of credit-lending criteria have yielded desirable
results. This, together with the accelerated write-off of entry-level repossessed stock, has resulted
in an improved NPL ratio of 25.9% from 29.2% the year before.
The NPL definition was amended in the first half of the 2014 financial year to take into account
the irregularity and cash deposit nature of payments made by taxi owners, thereby better aligning
the classification of NPLs with customers that exhibit real risk of impairment. The original and
revised definitions have proven to be highly correlated and from the next reporting period only
the revised ratio will be reported.
The division’s cost-to-income ratio remains lean at 46.0% resulting from continued operational
efficiencies, specifically within the procurement, repair and resale operations of Taximart, one
of the largest Toyota repair centres in southern Africa.
The division’s net interest margin has decreased slightly from 12.2%, but remains healthy at
12.0%. The following factors are supporting this margin:
The weighting of the portfolio towards lower-risk premium vehicles, which are accordingly
priced at a lower interest rate than the higher risk entry-level vehicles; and
The introduction of new lower-yielding products aimed at improving our value proposition to
clients, thereby deepening our penetration and extending the client’s lifecycle with Rand Trust.
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Rand Trust is a provider of working capital and commercial debtor management solutions to
SMEs. The SME sector of the South African economy remains depressed, providing Rand Trust
with opportunity to apply its existing credit and collections expertise, operational capacity,
experience and capital to the SME market, who in turn are displaying an increased demand for
working capital and commercial debtor management solutions.
Although a small part of Transaction Capital’s earnings and assets, Rand Trust experienced
growth of 33% in gross loans and advances, yielding improved earnings and allowing the
business to achieve greater economies of scale. As the business targets its new product offerings
to larger clients over a larger geographic area, management is applying the necessary caution
to mitigate any resultant credit and operational risk.
Financial performance
Financial measures
Net interest margin
Average cost of borrowing
Cost-to-income ratio
Return on assets (ROA)
Credit performance
Non-performing loans – revised
Non-performing loan ratio – revised
Non-performing loan coverage – revised
Credit loss ratio
Provision coverage
Impairment provision % repossessions
Status – SA Taxi
Number of loans
Average gross loans and advances
% Leases/repossessions (loans and advances)
% Premium/entry-level (gross loans and
advances)
Originations – SA Taxi
Number of loans originated
Value of loans originated
New existing clients
New vehicle originations
% Premium/entry-level (disbursements)
Average origination value

2014

2013

Change %

%
%
%
%

12.0
9.5
46.0
2.7

12.2
10.1
45.6
2.7

(2)
(6)
1
–

Rm
%
%
%
%
%

1 731
25.9
21.4
5.2
5.5
34.4

1 716
29.2
18.6
5.2
5.5
30.7

1
(11)
15
–
–
12

Number
Rm
%

24 346
5 823
95/5

23 453
5 181
93/7

4
12

%

84/16

80/20

Number
Rm
%
Rm
%
R

6 116
1 855
75/25
1 400
100/0
303 303

5 811
1 560
80/20
1 217
97/3
268 479

5
19
15
13

CREDIT S ERVICE S – MBD C S AND PRINCI PA DECIS IONS
Financial and operating performance
The credit services division faced difficult trading conditions as the softer consumer credit
environment affected both collections and credit consulting. The division increased its headline
earnings by 9% to R104 million.
Collections revenue in MBD CS remained subdued due to pressure on the repayment ability
of consumers in the current consumer credit environment. Encouragingly, better growth was
achieved in the second half of the financial year as MBD CS continued to make progress within
the municipal sector, achieving strong initial yields, investing capital and gaining further traction
within new municipalities.
The propensity of credit providers to realise capital and value through the sale of late stage
debtors’ books created a steady supply of lower-priced books on which MBD CS was an active
bidder, with purchased book debts to the value of R214 million acquired during the financial
year. See page 51 for further detail.
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The division has continued to focus on effective cost management resulting in a marginal
improvement in the cost-to-income ratio from 84.4% to 84.0%.
Legislation around the changes in the application of the principle of prescription has not yet
been enacted. In anticipation thereof the business has aligned all its operational procedures
to be fully compliant, and the pricing of new purchased book debts reflects the impact of the
forthcoming changes. The business continues to evaluate the impact of the changes on the
valuation of its existing purchased book debt portfolio but does not expect there to be any
material change in this regard.
Principa Decisions is a provider of customer engagement solutions, focusing predominantly on
the consumer credit lifecycle. Revenue and earnings remain subdued but are not deteriorating
in the current consumer credit environment. It is encouraging that the Middle East joint venture,
Qarar, and the expansion of its proprietary Smart software product suite continued to contribute
to earnings.
Financial performance
Financial measures
Services EBITDA
Average cost of borrowing
Cost-to-income ratio
Principal revenue as % of average book
value of purchased book debts
Assets under management
Agency
Principal
Average book value of purchased book debts
Agency/principal collections revenue split

2014

2013

Change %

Rm
%
%

159
9.9
84.0

135
8.2
84.4

18
21
(0)

%
Rb

58.2
31.7

65.1
25.8

(11)
23

Rb
Rb

17.9
13.8

14.4
11.4

24
21

Rm
Value

528
51/49

393
54/46

34
(6)

68
10
2 695
2 960

66
9
2 744
2 962

3
11
(2)
(0)

Status – MBD CS
Number of agency clients
Number of call centres
Number of collection agents
Employees

GROU P EXE CU TIVE OFFICE
The group executive office structure has been simplified, with most group office functions being
devolved into subsidiaries or reduced, enabling various cost savings. Total costs in the second
half of the financial year have reduced when compared to the first half, and this trend will
continue into the 2015 financial year.

A CCOUNTING P O L ICIE S AND E S TIMATE S
It is Transaction Capital’s objective to ensure that appropriate, understandable and sustainable
accounting policies are adopted and implemented, while ensuring alignment with our
commercial realities, risks and strategies to the greatest extent possible. There were no
significant changes in accounting policies during the year. Accounting estimates have also
been assessed for appropriateness and validity.

APP RECIATION
My thanks to the group and operational finance teams for their diligence in ensuring that
Transaction Capital is able to provide stakeholders with an accurate and meaningful analysis
of its financial and operating performance, in line with the objectives we set at the time of listing
the group.
MARK HERSKOVITS
27 January 2015
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The board maintains a high
level of individual and collective
responsibility, accountability,
fairness and transparency, which
together drive a culture of risk
awareness, ethical behaviour
and value creation throughout
the group.
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GOVERNANCE REPORT
The Transaction Capital board of directors is the focal point of the group’s corporate governance system. The
group follows a stakeholder-inclusive approach to governance, with the board being ultimately responsible and
accountable to stakeholders for the performance, activities and control of the group.
The board maintains a high level of individual and collective responsibility, accountability, fairness and
transparency, which together drive a culture of risk awareness, ethical behaviour and value creation throughout
the group.
The board is responsible for strategic direction and sets the group’s values and ethics charter. The group’s values,
set out on page 12, provide the foundation for effective leadership and are the basis for all deliberations,
decisions and actions at board level as well as within every area of the business.

LINE OF AUTHORITY
BOARD AND
SUB-COMMITTEES

TRANSACTION CAPITAL
BOARD
CEO

SUBSIDIARY BOARD
AND SUB-COMMITTEES

SUBSIDIARY CEO

SUBSIDIARY EXECUTIVE COMMITTEE

Act as advisory committees to the group board
and the group and subsidiary CEOs, respectively.

GOVERNANCE AND COMPLIANCE FRAMEWORK
The group’s governance and compliance framework facilitates the board’s role of providing direction and
oversight. It sets a high level of accountability to support consistent compliance with regulatory requirements and
the group’s risk appetite, and at the same time encourages entrepreneurial behaviour as a key driver of group
performance.
Each of the group’s operating subsidiaries has its own board of directors, and each subsidiary’s governance
processes are aligned to the group’s governance framework, which appropriately allocates various levels of
authority to individuals and committees throughout the organisational hierarchy. The strategies, business plans
and performance criteria for each subsidiary are clearly defined, with appropriate key performance indicators
having been implemented to measure and monitor performance against their strategies.
The subsidiary boards play an advisory and oversight role within each business, which includes reviewing
and providing opinions on the corporate strategy, business plans, risk propensity, budgets and sustainability
of their respective businesses. These boards include non-executive directors, some of who may be executive
or non-executive directors of Transaction Capital.
Directors of subsidiary boards are of sufficient calibre, experience and number for their views to carry significant
weight in the decisions of the group chief executive officer (CEO) and subsidiary CEOs.
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KING III
Transaction Capital’s governance structures are in accordance
with the principles and recommended practices, where
applicable, of the King Code on Governance Principles for
South Africa 2009 (King III). In addition, the board is committed
to complying with all legislation, regulations and best practices
relevant to the group. The board regards the process of analysing
and monitoring adherence to adopted governance standards as
dynamic and endeavours to continually improve the governance
structures within the group.
The directors are not aware of material non-compliance with the
principles as set out in King III, other than the following
exception:

The board is satisfied that it has discharged its duties and
obligations during the year under review.

BOARD APPOINTMENTS, EVALUATIONS
AND PROCESSES
Transaction Capital has a unitary board structure comprising the
following members:

Independent non-executive directors
Christopher Seabrooke (chairman)
Phumzile Langeni

Although a process for independent assurance of
sustainability-related information and disclosure has not been
implemented, a sustainability policy has been approved by
the board and adopted by the company. In addition, the
audit, risk and compliance (ARC) committee oversees the
preparation of the integrated annual report, with certain
sections being reviewed by the external and internal auditors
where appropriate.

David Woollam

The board provides effective and responsible leadership based
on an ethical foundation by directing strategy and operations in
a way that supports sustainable business, while considering the
short and long term impacts on society, the environment and
stakeholders.
The board is responsible for appointing the CEO and for
monitoring their management of the performance of the assets
and resources of the group against approved strategic and
financial objectives.
The board recognises that strategy, risk, performance and
sustainability are inextricably linked. The board informs and
approves the strategy and ensures that it is aligned to the
purpose of the company, its value drivers and the legitimate
interests and expectations of its stakeholders.
The board is specifically responsible for monitoring the
management of risks in the reputational and sustainability risk
categories of the enterprise-wide risk management framework.
Details of risk categories managed by the board sub-committees
are included in the material issues section of this report starting
on page 22.
The board delegates specific responsibilities to appropriately
mandated and constituted sub-committees, which are set out
on page 65. The ARC committee and the social and ethics
committee both fulfil the statutory governance requirements
on behalf of the company and all the group’s subsidiaries.
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The board acts as the custodian of governance and has
approved a formal charter that sets out its responsibilities in
this regard.

Principle 9.3 Sustainability reporting and disclosure should
be independently assured:

BOARD OF DIRECTORS
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Dumisani Tabata
Shaun Zagnoev

Non-executive director
Roberto Rossi

Executive directors
David Hurwitz (CEO)
Mark Herskovits (chief financial officer) (CFO)
Jonathan Jawno (executive director)
Michael Mendelowitz (executive director)
Biographies of group directors are set out on pages 36 to 39
of this report.

Chairman
Christopher Seabrooke is the independent non-executive
chairman of the Transaction Capital board and is responsible
for leading the board in fulfilling its mandate. The offices of
chairman and CEO are separate. The board appoints the
chairman from among its members and, together with the
nominations committee, is responsible for the succession plan
of the chairman. The chairman’s performance is reviewed as
part of the board’s annual self-assessment.

Chief executive officer
David Hurwitz is the CEO of the group and is responsible for
the leadership thereof. The board appoints the CEO and sets the
terms of their employment contract. The CEO directs the
company and implements the strategies, structures and policies
adopted by the board.
The board and its sub-committees have delegated authority to
the CEO and management as per an approved authority
framework. Each year during November, the chairman and
company secretary facilitate a formal performance appraisal
of the CEO comprising a self-evaluation and an evaluation by
each director.
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Company secretary
In December 2014 Ronen Goldstein replaced Peter
Katzenellenbogen as company secretary. Ronen is a chartered
accountant (SA) and CFA charter holder, and has been a
member of Transaction Capital’s company secretarial team since
his employment with the company in April 2012. The board is
satisfied that his qualifications, experience and competence
are adequate for his position.
All directors have access to the services and advice of the
company secretary, and he supports the board as a whole
and the directors individually in fulfilling their duties.
The company secretary is required to fulfil his duties under the
Companies Act and the JSE Listings Requirements, and to ensure
that appropriate procedures and processes are in place for
board proceedings. He is a resource in the company on
governance, ethics and legislative changes. He is entitled to
obtain independent advice to achieve these objectives.
The board confirms that the company secretary is not a director
of the company and maintains an arm’s length relationship with
the board.

Skill, expertise and experience requirements
The directors bring independent judgement and experience to
the board’s deliberations and decisions. Non-executive directors
are chosen based on the appropriateness of their business skills
and expertise to the strategic direction of the company. The
nominations committee and the board take into account the
diversity of academic qualifications, technical expertise, industry
knowledge, experience, business acumen, race and gender
when board appointments are considered.

Appointment and induction process
The nominations committee assists with identifying suitable
board members and performs background and reference checks
prior to their appointment. No one individual or group of
individuals has unfettered powers of decision-making. New
directors are introduced to the group through a formal induction
programme which is the responsibility of the company secretary
and, where appropriate, consists of an information pack,
detailed discussions on the environment and operations of each
of the major subsidiaries as well as site visits.

Consultation process
Directors are encouraged to take independent advice,
where necessary, for the proper execution of their duties and
responsibilities. This is done at the company’s expense, after
consultation with the chairman. In addition, directors have
unrestricted access to the group’s auditors and professional
advisers, and to the advice and services of the company
secretary.

After advising the CEO of their intention to do so, directors may
attend any committee or subsidiary board meeting and have
unrestricted access to any executive, manager or employee in
the group as well as to any information generated by the group.

Assessment of the effectiveness of the board
and its committees
A formal performance evaluation of the board and its
committees is conducted annually by means of a self-evaluation
questionnaire, to review the mix of skills, performance during
the year, contribution and independence of individual directors
and the effectiveness of committees. Results of the evaluations
provide the basis for improvement of the board and its
committees for the following year.
Based on the annual evaluations undertaken during November
2014, the board is satisfied that:
All directors are committed to their roles and are performing
to acceptable standards;
The board and its committees are effective and operating to
an appropriate standard;
The group’s risk management processes are operating
effectively;
All directors and committee members are considered to have
the appropriate qualifications, experience and skills required
to fulfil the respective committee’s mandate;
Independent non-executive directors meet the criteria for
independence in terms of King III; and
The expertise, performance and experience of the chairman,
CEO, CFO and company secretary are adequate.

Succession planning
The nominations committee is responsible for formulating the
formal succession plans of the board, the CEO and the CEO’s
direct reports. The committee reviews these succession plans
annually. On approval of the succession plans, the CEO
conducts alignment discussions with potential successors, where
necessary, which may result in direct development interventions.
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BOARD SUB-COMMITTEES
The governance function of the board sub-committees is outlined in the respective approved committee terms of reference. A brief
description of each committee’s mandate can be found on the company website. Included in each committee’s terms of reference is the
imperative to enhance the standard of governance within the group together with clearly defined delegated authority and reporting
procedures. The board receives formal feedback from the chairman of each committee at each board meeting. Copies of the minutes of
committee meetings are included in board documentation.
In January 2014, the audit committee and the risk and compliance committee were combined to form the audit, risk and compliance (ARC)
committee. The asset and liability committee became a management committee with oversight from the ARC committee. The nominations
and remuneration committee was split into the nominations committee and the remuneration committee. In addition, the executive
committee was converted into a management committee under the direction of the CEO.

NOMINATIONS

REMUNERATION

SOCIAL AND
ETHICS

AUDIT, RISK AND
COMPLIANCE

Chairperson

Christopher Seabrooke1

Dumisani Tabata1

Phumzile Langeni1

David Woollam1

Members

Dumisani Tabata1
Roberto Rossi2

Christopher Seabrooke1
Jonathan Jawno3

David Hurwitz3
Mark Herskovits3

Phumzile Langeni1
Christopher Seabrooke1

Functions
managed

People
Succession

People
Remuneration

Transformation
Sustainability

Accounting/tax/compliance
Information technology
Internal audit
Funding/capital
Operational
Credit
Insurance

Number of
meetings per year

At least two

At least two

At least two

At least three

Composition

Non-executive directors,
the majority of which
are independent.
The chairperson is the
independent, nonexecutive chairman of
the board.

A majority of
independent nonexecutive directors

The chairperson is an
independent non-executive
director

Independent non-executive
directors

1 Independent non-executive director.
2 Non-executive director.
3 Executive director.
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BOARD MEETINGS
Directors are required to attend all board meetings. The board works to a formal work plan that includes strategy, operational
performance, risk and governance. Progress against the group’s strategic thrusts is reported on at each meeting.
The company secretary is responsible for circulating the agenda and other meeting papers in good time. Formal board papers are
prepared for each item on the meeting’s agenda including reports by the executive office. At least four board meetings are held annually,
one of which includes a strategic review.
Board and committee meeting attendance is detailed in the table below:

Board
No. of meetings held for the year

ARC†

Audit†

5

2

3

1

1

1

1

2

0/1

1/1

1/1

1/1

2/2

Board Members

Status

Christopher Seabrooke

Independent non-executive

4/5

1/2

2/3

Phumzile Langeni

Independent non-executive

3/5

2/2

2/3

Kayeye (Cedric) Ntumba

Independent non-executive

2/2

Dumisani Tabata

Independent non-executive

5/5

David Woollam

Independent non-executive

5/5

2/2

3/3

Shaun Zagnoev

Independent non-executive

5/5

2/2*

3/3*

Roberto Rossi

Non-executive

5/5

Mark Lamberti

Executive/non-executive

2/2

David Hurwitz

Executive

5/5

2/2*

Mark Herskovits

Executive

3/3

2/2*

Jonathan Jawno

Executive

5/5

2/2*

Michael Mendelowitz

Executive

5/5

Steven Kark

Executive

1/2

Peter Katzenellenbogen

Company secretary

5/5*

1

Asset
and NomiRemuRisk† liability# nationsˆ nerationˆ

Nominations
and
remunerationˆ

Social
and
ethics

2/2

3/3

2/2*

1/1

1/1

1/1

2/2

1/1*

1/1*

2/2

1/1

1/1*

1/1*

1/1*

1/1

3/3*

1/1*

1/1

3/3*

1/1

1/1

1/1
1/2*
1/2*

1/1

3/3*

1/1

1/1*

2/2
2/2

1/1

1/1*

1/1

2/2*

1/1*

1/1*

1/1*

1/2*

1/1*

1 The following changes to the board of directors took place during the financial year:
 t 8JUIFGGFDUGSPN/PWFNCFS
o Steven Kark and Cedric Ntumba resigned as directors.
 t 8JUIFGGFDUGSPN+BOVBSZ
o Mark Lamberti resigned as chief executive officer to become non-executive chairman of the board. Christopher Seabrooke became the lead independent
non-executive director;
o David Hurwitz was appointed as the chief executive officer; and
o Mark Herskovits was appointed to the board as the chief financial officer.
 t 8JUIFGGFDUGSPN.BSDI
o Mark Lamberti resigned from the board;
o Christopher Seabrooke was appointed the chairman of the board; and
o Roberto Rossi became a non-executive director.
p *O+BOVBSZ UIFBVEJUDPNNJUUFFBOEUIFSJTLBOEDPNQMJBODFDPNNJUUFFXFSFDPNCJOFEUPGPSNUIF"3$DPNNJUUFF
#
 *O+BOVBSZ UIFBTTFUBOEMJBCJMJUZDPNNJUUFFCFDBNFBNBOBHFNFOUDPNNJUUFFXJUIPWFSTJHIUGSPNUIF"3$DPNNJUUFF
~ *O+BOVBSZ UIFOPNJOBUJPOTBOESFNVOFSBUJPODPNNJUUFFXBTTQMJUJOUPUIFOPNJOBUJPOTDPNNJUUFFBOEUIFSFNVOFSBUJPODPNNJUUFF
* Invitee.

3/3
1/1

1/1

3/3*

3
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COMPLIANCE
Regulatory compliance is non-negotiable. This approach is
explicitly articulated in the group’s values and ethics charter.
The board pro-actively oversees reviews of the company’s
systems of control and governance. It also continuously
recommends enhancements to ensure that the subsidiary is
managed ethically, in compliance with legislative requirements
and in line with best practice governance guidelines.
Suitably qualified compliance officers are employed in
subsidiaries that have high levels of regulatory compliance
requirements, interaction and reporting. The roles of the
compliance officers are to:
Identify the applicable legislative, regulatory and governance
requirements;
Prepare relevant monitoring programmes relating to the
above-mentioned requirements; and
Recommend improvements to the functional heads within the
businesses, and assist with implementation.
Quarterly compliance reports are submitted by the subsidiaries
to the group legal and compliance function, which in turn
prepares a consolidated compliance report which is submitted
to the ARC committee for consideration.
The subsidiaries affected by proposed new legislation have
actively engaged legal counsel to provide advice regarding the
application and implementation thereof and the potential effect
on their respective businesses. No fines or non-monetary
sanctions for non-compliance were levied against any company
in the group during the year.
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Compliance with the letter and spirit of all laws, regulations and
codes is required. The board, supported by the ARC committee,
is responsible for keeping abreast of changes to the legislative
landscape.
Transaction Capital Limited (the legal entity) does not employ
any employees, and as such no employment equity statistics for
this entity have been included in this report.

INTERNAL AUDIT
The purpose, authority and responsibility of the internal audit
function are defined in the internal audit charter, which is
aligned with the requirements of the International Standards for
the Professional Practice of Internal Auditing and of King III.
The group internal audit, fraud and ethics executive reports
administratively to the Transaction Capital CEO and functionally
to the ARC committee chairman. Internal audit has remained
independent of all operational functions.
The role of internal audit is to support the achievement of
strategic objectives (and the underlying operational, financial
and compliance objectives in support of these) by bringing a
systematic, disciplined approach to evaluating and
recommending improvements that serve to increase the
effectiveness of internal controls, risk management and
governance processes. The annual internal audit plan is based
on an assessment of risk areas identified by internal audit and
management and is updated as appropriate to ensure it is
responsive to changes in the business.

REGULATORY ENVIRONMENT

In accordance with the group’s combined assurance model,
internal audit continues to liaise with external audit and other
identified assurance providers to effectively assure against
key risks.

Due to the nature of its businesses, the group is subject to a
range of regulations and legislation including, without limitation:

ETHICS

National Credit Act (NCA);
Debt Collectors Act (DCA);
Insurance-related legislation including the Financial Advisory
and Intermediary Services Act (FAIS), the Short-term Insurance
Act and Long-term Insurance Act;
Financial Intelligence Centre Act (FICA);
Consumer Protection Act (CPA);
Competition Act;
Legislation relating to the corporate affairs of the group,
including the Companies Act, the Financial Markets Act
(FMA), the JSE Listings Requirements and the JSE Debt Listings
Requirements;
Tax-related legislation including the Income Tax Act and the
Value-Added Tax Act;
Labour-related legislation including the Labour Relations Act,
the Basic Conditions of Employment Act and the Employment
Equity Act; and
Second-Hand Goods Act.

The Transaction Capital ethics charter requires all group
operations to conduct their business with honesty, integrity and
in accordance with the highest legal and ethical standards.
The charter aligns the requirements for ethical conduct with the
group’s key principles and values, guiding stakeholders in terms
of the conduct required to achieve these values.
The charter is reviewed annually by the board and is supported
by a group ethics strategy and governance policies being rolled
out by the group ethics officer. The group has an independent
whistle blowing hotline operated by an external service
provider. Reports can be made anonymously through the hotline
and reports are directed to the group internal audit, fraud and
ethics executive for escalation or investigation. In addition,
reporting of unethical or fraudulent behaviour to line
management and the respective human resources departments of
the group’s businesses is encouraged.
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RISK REPORT
As detailed in the chief executive officer’s (CEO) report, the South African consumer
economy continued to soften during the year as employment and real wage growth
slowed, inflation eroded disposable income, labour disputes intensified, and major
lenders decelerated the rate of unsecured credit granted to generally over-indebted
lower- and middle-income consumers
Together with these macro-economic realities, the financial services environment in which the group operates
remains challenging due to:
continued regulatory uncertainty affecting most of Transaction Capital’s operating divisions; and
the highly competitive nature of the financial services environment.
During the year, the group continued to refine its maturing risk management processes, and continues to play
a facilitator and oversight role in this regard.

A PPROACH TO RISK MANAGEMENT
Transaction Capital defines risk as uncertain future events that could influence its ability to achieve its objectives.
Risk is quantified by the combination of the probability of an event occurring and the consequence thereof.
Risk is a condition in which the possibility of loss is inextricably linked to uncertainty. Thus a detailed framework
for managing risk is thus required to facilitate rational decision-making under uncertain circumstances.
Risk management entails the deliberate planning, arranging and controlling of activities and resources to
minimise the negative impact of all risks to levels that can be tolerated by the board, and to maximise potential
opportunities and positive impacts of all risks in the pursuit of achieving the group’s specified objectives.
Risk tolerances are determined by each of the subsidiaries and approved and monitored by the audit, risk and
compliance (ARC) committee.

R ISK FRAMEWORK AND THE GOVERNANCE OF RISK
The board is ultimately responsible for the governance of risk. It delegates to respective board committees and
management the responsibility to ensure that the group manages risks appropriately, and monitors such
management on a quarterly basis.
In terms of the enterprise-wide risk management framework, the board itself retains responsibility for monitoring
reputational and sustainability risk, while the monitoring of all other risks is assigned to sub-committees with
continuous board oversight, in line with the overall governance structure. The risk framework specifically identifies
the following risk categories as comprising the group’s risk universe reflected under the responsible body:

Risk categories and governance structure
RISK UNIVERSE

REMUNERATION COMMITTEE

AUDIT, RISK AND COMPLIANCE COMMITTEE

Human resourcing and remuneration risk

Accounting, tax, information technology,
operational, compliance, credit, funding, capital
and insurance risk

BOARD
Reputational, sustainability, strategic, new business
and acquisition risk

NOMINATIONS COMMITTEE

SOCIAL AND ETHICS COMMITTEE

Human resourcing and succession risk

Transformation risk
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Risks are recorded in a risk register for each subsidiary,
significant business function (such as the capital markets team)
and for the group as a whole, and are reported to and
discussed with the ARC committee. The profile of each risk
details the nature of the threats the group faces, their impact on
the business (taking into account financial and non-financial
effects) and the likelihood of occurrence, and incorporates
information pertaining to the level of controls in place and
corrective actions either required or in place.
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Simplified risk framework

The group considers financial risk against targets according to a
return on equity (ROE) model, which is considered appropriate
as the group’s sustainability is founded on profit measures
coupled with appropriate capital structures. In this regard,
capital structure is managed centrally between the executive,
capital markets, risk and treasury teams.

K EY RISKS
Key risks are those risks that require specific and ongoing
operational, governance and strategic management. Key risks
are different from top risks (set out on page 74 to 75) as they
are expected to be ongoing due to the strategy and business
model of the group, while top risks are identified through the
enterprise risk management (ERM) process.
The group’s key risks are detailed in the sections that follow:

OBJECTIVE ESTABLISHMENT
a. Link to strategy
b. Set financial and non-financial targets and timelines

RISK IDENTIFICATION
a.
b.
c.
d.

RISK QUANTIFICATION
a. Event description
b. Likelihood assessment (per approved risk quantification
framework)
c. Impact assessment (per approved risk quantification
framework)

RISK MITIGATION
a. Existing controls
b. Required improvements including responsibilities and
timelines
c. Monitoring of the above

Credit risk
Credit risk, or default risk, relates to the lender’s risk of loss
arising from a borrower who does not make payments.
In the case of Transaction Capital, as a result of its target
market, the risk of non-payment is higher than for traditional
lenders. This heightened credit risk is controlled by
substantial operational capacity, coupled with a higher
risk-adjusted yield.

Stakeholder engagement
Risk workshops
Understand key revenue/loss points
Relevant data

CAPITAL REQUIREMENT DETERMINATION
(SINCE CAPITAL IS KEPT FOR RISK)
a.
b.
c.
d.

Risk exposure based on above
Simple ‘rule of thumb’ calculations
Mathematical simulations using actual loss data
Market guidance on capital levels including existing
investors and/or credit rating agents

The cost of the risk relating to SA Taxi and Rand Trust is calculated below.
SA Taxi
Sep 2014

Rand Trust
Sep 2014

Interest income % average gross loans and advances
Interest expense % average gross loans and advances

20.3
(8.7)

28.1
(9.0)

Net interest income % average gross loans and advances (net interest margin)
Impairment expense % average gross loans and advances (cost of credit)

11.6
(5.5)

19.1
(0.7)

6.1

18.4

Risk adjusted net interest income % average gross loans and advances
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At group level, credit risk is monitored by the ARC committee,
while each of the lending subsidiaries has its own credit committee
which is responsible for its credit risk and meets at least monthly.
Aspects of credit risk that are monitored include changes to
origination strategies, new business approvals and collections
strategy and performance.
The group has limited exposure to a single counterparty, with
the largest exposure to a single borrower being negligible as a
percentage of assets exposed to credit risk. The largest indirect
exposure to any single counterparty group is the minibus taxi
industry in general.
During the year, in response to the challenging credit
environment, the group reduced credit risk by increasing its
proportion of lending to lower-risk applicants; decreasing its
exposure to entry-level vehicles; analysing data and using this in
credit decisions e.g. vehicle telematics; and improving the
SA Taxi customer experience through the rewards programme
and producing higher quality refurbished vehicles in Taximart
(mechanical failure being a significant cause of default). The
positive impact of these changes was seen in a lower nonperforming loan (NPL) ratio and is expected to reduce credit
loss in the medium term.
In MBD CS, purchased book debts have inherent credit risk and
this is reflected in the heavily discounted purchase price to face
value. The approval of an investment in a new purchased book
debt involves the operating division’s executive committee, the
group CEO, chief financial officer (CFO) and executive
directors.
Credit risk is managed operationally at the time of origination
and in terms of collections thereafter.
Sep
2014

Sep
2013

Sep
2012

%

27.7

31.0

26.5

%

5.8

5.7

4.9

%
%

21.0
5.5

18.4
5.4

18.5
5.6

Rm

313

380

262

%

0.7

0.5

0.5

Provisions and non-performing
loans

SA Taxi

Non-performing
loan ratio
Provision
coverage
Non-performing
loan coverage
Credit loss ratio
Net repossession
stock value

Rand Trust Credit loss ratio

SA Taxi
Despite the reduction in the NPL ratio from 31.0% in the prior
year to 27.7%, SA Taxi’s credit loss ratio increased marginally
to 5.5%. The increase was a function of: stabilising loss
percentages on repossessed vehicle sales; accelerated write-off
of predominantly entry-level vehicles; improved quality and
quantity of refurbished vehicles produced by Taximart and sold
by the business; record collection months; and relatively
conservative year-end provisioning. The metric remains below
the tolerance level of 6.0%.

The business continues to be reliant on Toyota minibus taxis for
new vehicle originations thus potential shortages of these
vehicles could negatively impact credit metrics; a lack of new
vehicle originations weights the portfolio to older seasoned
loans. The dominance of Toyota supports a stable market value
for the sale of repossessed refurbished vehicles which underpins
the credit model. The business is implementing various initiatives
to counter the reliance on Toyota minibus taxis including
increasing its focus on light commercial vehicle (“bakkies”)
originations, working with Nissan to ensure their minibus taxi
vehicle market is sustainable, and increasing the supply of
repossessed refinanced Toyota minibus vehicles to meet demand
not met by new vehicles.

Rand Trust
Rand Trust’s decades old business model has continued to prove
robust with a low credit loss ratio of 0.7% for the current year.
The increase in the ratio over the prior year’s 0.5% was largely
the result of relatively conservative year-end provisioning. The
low loss rates position the business for growth through additional
risk taking; although this is not currently being pursued.

Non-performing loans
Through analysis, loan portfolios are divided into performing
loans and non-performing loans. As the group’s assets are
developmental in nature, in terms of the traditionally underserved market segments they lend to, a higher than average
level of arrears is expected. The group’s impairment provision
models take into account both contractual default and recent
payment history, as the latter is considered to be a more
appropriate indicator of impairment or loss. Provisions are held
against financial assets to cover expected and actual losses in
terms of International Financial Reporting Standards (IFRS).
The historical increase in non-performing loans in SA Taxi
resulted from the inferior mechanical performance of entry-level
vehicles and the resultant increase in the value of repossessed
vehicles (which is considered to be a non-performing loan).
SA Taxi has discontinued the financing of new entry-level
vehicles and the refinancing of repossessed entry-level vehicles.
The September 2014 improvement in non-performing loans was
the result of:
The strategic imperative to increase the quality of refurbished
vehicles;
Targeting lower credit risk when financing new vehicles and
refinancing repossessed vehicles; and
Improved customer relations and collections initiatives.
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Non-performing loans are further monitored through vintage analysis:
SA TAXI VINTAGE ANALYSIS
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Liquidity risk
Liquidity risk arises when a borrowing entity within the group does not possess adequate cash resources to meet its payment obligations
as they fall due, or can only access liquidity on materially disadvantageous terms.
Liquidity risk in the group is primarily controlled through cash-flow matching. This is achieved through setting the duration and repayment
terms of debt facilities at the time of issue to suit the projected cash inflows from assets and through careful monitoring and management
of the maturity of debt that has a lump-sum payment due at maturity, where these exist.
The graph below illustrates a liquidity mismatch favourable to debt investors where asset receipts occur in advance of debt payments,
resulting in reduced liquidity risk.
POSITIVE LIQUIDITY MISMATCH
Rm
3 500 3 383

2 778

3 000
2 500
2 000
1 500

1 993

2 328
1 628

1 390
845

1 000
500
0

0–6
months
Assets

1 178

2 963
2 375
1 837

1 438 1 566
900

1 175

510

902

1 132

364

6 – 12
months
Liabilities

2 650

1–2
years
Cumulative

2–3
years
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4–5
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6
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The group’s funding strategy is directed by the funding
requirements established in the budgets and forecasts produced
by the operating divisions and approved by the board. A debt
strategy is in place for each operating subsidiary, taking into
account its business needs, the demands of the debt markets and
the requirements of specific debt investor mandates. This results
in a well-diversified funding base, demonstrated below:
DIVERSIFICATION BY FUNDER CATEGORY AT 30 SEPTEMBER 2014

The group’s resources at year-end include excess capital of
R1.2 billion held centrally, which remains available for
appropriate acquisitions, development and organic growth.
CAPITAL ADEQUACY RATIO
Rm

%
2 131

14 000
12 000

1 477

10 000

1%

35.7

8 000
4 000

13%

34%

2 000
0

6 876
3 304
2012

14%

31.7

31.9

7 470
3 895
2013

50.0
40.0
30.0
20.0

4 911

10.0

2 963
2014

0

Equity (Rm)
Senior debt (Rm)
Subordinated debt (Rm)
Capital adequacy ratio – credit services (%)
Capital adequacy ratio – group (%)
Capital adequacy ratio – asset-backed lending (%)

31%

Life companies
Specialised asset managers and debt funds
Banks
Traditional asset managers
Development finance institutions
Hedge funds

DIVERSIFICATION BY FUNDING STRUCTURE AT 30 SEPTEMBER 2014

COST OF BORROWING
%
12
11

4%

8
7
46%

40%

Structured finance
On-balance sheet
Rated listed securitisation
Rated unlisted securitisation

Capital risk
Capital risk is the risk that the group will have insufficient capital
to absorb losses, maintain public confidence and support the
growth of its business.
The businesses in the group are not subject to regulatory capital
adequacy requirements. Capital is managed using internally
generated capital adequacy models taking into account targeted
growth rates, return on equity, contractual financial covenants,
stress testing and targeted credit ratings.
Equity capital is raised at group level, and then allocated to the
various subsidiaries based on the capital requirements for each
funding structure. Goodwill is not included in assets and is
deducted from capital in line with market practices when
calculating the capital adequacy ratio.

11.7
11.2

10.8
10.1

10
9

10%

54.0
49.5
1 267

23.0

6 000

7%

48.7
41.6

47.9

60.0

8.2

2012

10.4
9.9
9.5

8.2

2013

2014

Group
Asset-backed lending
Credit services

The group’s practice of leveraging its equity has resulted in a
high proportion of subordinated debt capital relative to the
market and a corresponding high average funding cost relative
to the market. The cost of borrowing has decreased in recent
years as the group has raised its profile as a reputable and
dependable issuer of debt and has shifted debt raising activities
towards listed and credit rated debt programmes.

Interest rate risk
Interest rate risk is the risk that arises from fluctuating
interest rates.
The group typically manages interest rate risk through riskadjusted excess spread where asset yields are sufficient to
absorb movements in interest rates as well as interest rate risk
strategies.
The group’s general interest rate risk management strategy is to
match the re-pricing characteristics of assets to liabilities, thus if
a division originates floating-rate assets it should issue floatingrate debt or hedge accordingly.
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Each business can, however, deviate from this policy, subject to
ARC committee approval. In this instance, the committee reviews
the decisions of management and can exercise its discretion to
change these decisions if it considers the risk to be out of line
with the group’s risk tolerance and interest rate forecast.
Strategies, including hedging, are used to limit losses arising
from interest rate basis risk or to take advantage of structurally
low rates. Hedge accounting is applied to remove unnecessary
volatility from the income statement.
The group prepares an interest rate forecast quarterly that is
approved by the asset and liability management committee
(ALCO) and used for budgets, forecasts and interest rate
decision-making purposes. The committee monitors the sensitivity
of the group’s net interest income in response to a parallel yield
curve shift. Hedges are considered where undue volatility in
earnings can materialise.

Operational risk including people risk
To manage operational risk, the group adopts specific
operational risk practices that assist management to understand
the risks and reduce the risk profile, in line with the group’s risk
appetite. The objective in managing operational risk is to
increase the efficiency and effectiveness of the group’s
resources, minimise operational losses and exploit opportunities.
People risk relates to the risk of inadequate management of
human capital practices, policies and processes, resulting in the
inability to attract, manage, develop and retain competent
resources. People risk includes inadequate recruitment
procedures for screening employees, training and change
management programmes and human resource and succession
planning policies.
The group’s people risk measures are as follows:
SA Taxi

Rand
Trust

Number of employees

560

95

2 960

69

Staff turnover

15%

12%

27%

23%

17

4

46

7

People metric measured

Number of vacancies
(at 30 September 2014)

Principa
MBD CS Decisions

Critical personnel without
two successors planned
(at 30 September 2014)

19

3

11

4

Critical personnel without
‘hot replacement’
(at 30 September 2014)

3

3

4

6

209 130 210

2 264

Training hours

9 935

All of the above performance indicators are in line with
expectations. The number of vacancies at MBD CS relates
mainly to the high turnover in the call centre environment.
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Transformation risk
The group is a responsible corporate citizen and furthermore
supports the ideology of transformation in South Africa in order
to correct imbalances resulting from South Africa’s history. In
addition, many of the businesses in the group rely on minimum
broad-based black economic empowerment (B-BBEE) scores as a
prerequisite of retaining clients and reputation. With the B-BBEE
Codes of Good Practice coming into force during the 2015
financial year, the group is focused on ensuring that adequate
B-BBEE scores are maintained.
SA Taxi

Rand
Trust

4

7

B-BBEE level

Principa
MBD CS Decisions
4

Group

5

5

Compliance risk
Compliance risk is the risk of legal or regulatory sanctions,
financial loss or damage to reputation that the group may suffer
as a result of failure to comply with laws, regulations and similar
standards and/or internal group policies, authority levels,
prescribed practices and ethical standards applicable to its
subsidiaries.
Overall, compliance risk is monitored by the ARC committee.
Each business with high levels of regulatory compliance
requirements has a suitably experienced compliance officer,
who has identified the relevant regulations and similar standards
applicable to that specific business. Refer to page 67 in the
governance report for applicable legislation.
As a result of the group executive office downsizing, the group
legal and compliance function was restructured. The group
retains central legal advisory resources while compliance
governance levels at each business remain appropriate.
Regulatory activity during the year included:
Changes to the judgement and emolument attachment order
legal process which now requires the direct involvement of a
magistrate. This became operational during July 2014 and is
expected to delay this legal process. This is seen as an
opportunity for MBD CS who is particularly strong in call
centre collections.
Changes introduced by the NCA in terms of which
prescribed debt can no longer be sold or collected upon.
This may impact the number of accounts that MBD CS can
purchase and/or collect on. The performance of the
collections business is not expected to be materially impacted
as the industry is expected to recalibrate in terms of pricing
of purchased book debts and by accelerating the timing of
purchased book debt sales.
Changes to B-BBEE legislation that could negatively impact
the business where it relies on a B-BBEE rating.
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T OP RISKS
Top risks are identified through the ERM process. The group’s top risks, mitigating actions and related stakeholder concerns are set out in
the following table:

RISKS

MITIGATION

1. Uncertain regulatory
environment and the
risk that regulators
may perceive the
group’s subsidiaries to
be engaging in
unethical or unlawful
business practices.

w

The group has representation on a number of industry
bodies, to maintain a view of the future direction of the
regulatory environment.

w

Compliance functions are embedded within the
subsidiaries which have high levels of regulatory
compliance requirements as a resource for regulatory
compliance information and to guide against regulatory
breaches.

w

2. Acquisition risk

w

Transaction Capital’s ability to
effectively and efficiently respond
to regulatory uncertainty and
change.

w

The impact of regulatory
uncertainty and change on the
sustainability of the business.

w

Inability to conclude appropriate
acquisitions.

w

Inadequate transformation of the
business.

w

Transaction Capital’s inability to
generate returns on invested
capital to meet shareholder
requirements.

w

Generating the appropriate return
on funds invested to buy
purchased books.

The group legal function partners with the subsidiaries to
provide guidance on the interpretation of legal and
regulatory requirements and facilitates the process of
obtaining independent views from attorneys and senior
counsel, where doubt exists in the interpretation of
regulatory requirements.

Managed by ensuring that:
w

The transaction is aligned to Transaction Capital’s
acquisition strategy;

w

A sound financial and business case motivates each
potential acquisition;

w

A good cultural fit exists;

w

The acquisition could be funded through an appropriate
combination of debt and equity which would result in an
appropriate risk-adjusted return; and

w

The target is not inappropriately exposed to regulatory,
compliance or other risks.

w

A meaningful corporate social investment strategy.

w

Ensure that Transaction Capital’s workforce is
representative of the South African population at all levels
of the applicable talent pool.

w

Assist in development of black businesses.

w

Report to stakeholders in an effective, timeous and
transparent manner.

4. Risk of negative carry
on cost of equity
and reduced ROE
following disposal
of subsidiaries.

w

The group is actively engaged in various organic growth
and acquisitive opportunities for the deployment of excess
equity capital.

5. Ability to adequately
service purchased book
debts to generate the
appropriate returns
(MBD CS).

Significant operational intervention through:

3. Declining B-BBEE rating
due to changes in
legislation.

STAKEHOLDER CONCERNS

w

Investment and development of technology infrastructure
to further improve collections;

w

Higher calibre business analytics;

w

Enhanced training of employees at all levels, from basic
skills to Harvard graduate programmes; and

w

Expanding the call centre and appointing new collectors.
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RISKS

MITIGATION

6. Risk of insurance
substitutions (SA Taxi).

w

Improved product offering.

w

Increased market reach to include non-financed clients.

w

Risk-based pricing.

w

Various customer initiatives.

w

Increased distribution channels.

w

Increased use of tracking technology and data analytics.

7. Risk of not achieving
scale under the
restructured group.

8. Funding and capital.

Continued growth of the business through:
w

Expanding product sets and value propositions;

w

Improving efficiencies through technology;

w

Further differentiating subsidiaries;

w

Leveraging scale in niche subsidiaries; and

w

Considering acquisitions.

w

Liquidity is unlikely to be a risk in the short term due to
the group’s current excess capital position.

w

The capital markets team monitors liquidity frequently.

w

The capital markets team reports to the ARC committee
through the ALCO, which both meet quarterly.

w

Concentration and roll-over risk is actively managed
by ALCO.
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STAKEHOLDER CONCERNS
w

SA Taxi’s inability to sustain and/
or increase insurance revenues as
planned.

w

Transaction Capital’s ability to
achieve scale off a smaller
asset base.

w

Implementation of the group’s
strategy as regards the newly
constituted risk services division.

w

Lack of availability of mezzanine
funding lines.

MANAGED RISKS
Managed risks refer to those included in the prior year that have been successfully managed to the extent that it no longer represents
a top risk:

RISKS

HOW THEY ARE MANAGED

1. Weak consumer
environment impacting
all areas of credit risk
and performance.

w

Managed structurally through the sale of Bayport.

2. Ability of Taximart to
refurbish repossessed
vehicles cost effectively.

w

The quality of repair through Taximart is reflected through first-payment-defaults, a ratio measuring
defaults occurring within the first three months following the sale of a refurbished vehicle.

w

The average first-payment-default ratio improved by 62% year-on-year while the ratio in the last
month of the 2014 financial year represented a 92% improvement on the 2013 average.

w

The number of units refurbished through Taximart is now a function of the business’s requirements,
which is determined through vehicle price and market demand and supply factors.

w

Taximart costs continue to reduce through direct parts, procurement and through operational
efficiencies.

w

Efficiencies in Taximart are expected to lead to excess capacity in the medium term which may
extend further opportunities.
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REMUNERATION REPORT
Transaction Capital considers compensation a critical determinant of
organisational performance and sustainability. This view is founded in the belief
that stakeholders’ interests are best served by aligning strategy, business model,
structure, staffing and compensation. Without attracting, motivating and retaining
the highest available calibre of staff, even the best strategies, business models
and structures will fail.
These principles are reflected in Transaction Capital’s fourth strategic thrust (page 21), which emphasises the
group’s commitment to investing in human and intellectual capital. This investment is informed firstly by the view
that in every field of endeavour there is a normal distribution of talent, and secondly that the performance and
sustainability of Transaction Capital will correlate highly with where its employees rank within that distribution.
Put simply, we believe that the better our people, the better our company.
We acknowledge that attracting and retaining high calibre talent depends on providing both intrinsic and
extrinsic rewards. While this report deals with the latter, our intrinsic rewards are reflected in the Transaction
Capital employee value proposition, which strives to provide talented individuals with good leadership, personal
development and support, and meaningful work in an intellectually stimulating environment. To complement this,
our compensation policies are directed at sustaining a performance-driven culture such that the most talented
people at all levels consider Transaction Capital and its businesses a preferred employer.

G OVERNANCE OF COMPENSATION
The success of Transaction Capital and its businesses relies on a wide range of leadership, managerial,
functional and technical skills. Many of these skills are unique to specific subsidiaries, departments or
organisational levels. The features of the group’s approach to compensation are as follows:
Compensation is defined on a cost to company basis with all benefits included and fully taxed;
Any change to the compensation of any individual at every level of the company must be approved by the
supervisor of the individual’s supervisor, with the remuneration committee recommending the compensation
of the chief executive officer (CEO) and his direct reports;
As part of the annual budgeting process, the group executive office provides guidelines on the percentage
increase of fixed compensation to be applied throughout the group. These percentages generally take into
account increases in consumer price inflation (CPI), individual performance and level in the organisational
hierarchy, with percentages decreasing at higher levels;
Individual subsidiaries and departments employ formal and informal research to determine market norms for
positions similar to theirs;
Remuneration is aligned to individual outputs measured through performance management systems that focus
on goals achieved and exceeded;
Incentives and bonuses at executive level are aligned to profit growth and relevant returns;
Monthly or annual performance incentives are used to drive specific behaviours supportive of group,
subsidiary or departmental performance. In certain instances, a portion of these incentives is deferred to
enhance retention;
Transaction Capital attempts to eliminate differential compensation related to gender, race and location;
The remuneration policies of subsidiaries are approved by the remuneration committee and the board. In
those instances where an executive’s decisions are likely to have a material impact on shareholder value, an
element of their compensation may be aligned with the medium- to longer-term appreciation of the value of
Transaction Capital, specifically through a share appreciation rights (SAR) plan;
In appropriate circumstances, senior executives of a subsidiary may be afforded the opportunity to subscribe
for equity directly in that subsidiary, thereby incentivising and aligning the senior executives’ long-term
interests with those of the subsidiary, Transaction Capital and its shareholders; and
No employees or directors have employment terms that exceed six months’ notice.
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C OMPENSATION PRINCIPLES

General staff
Throughout Transaction Capital, fixed and variable compensation policies and practices are structured to attract, motivate and retain the
specific talent and skills required at each level for the progress of the group and its subsidiaries. For the most part, these policies are
determined by, and according to the requirements of, subsidiaries or departments within the governance constraints described previously.

Leadership
Transaction Capital regards the individual and collective intellectual acuity, education, experience and industry knowledge of its most
senior leaders and talent pool as a core capability and a source of competitive advantage. As such, they are classified as members of
the Top 50 and their compensation (together with their recruitment, performance, development and succession) is monitored directly by
the CEO with assistance from his direct reports and indirectly by the remuneration committee.
Top 50 compensation strives to attract, reward and retain individuals in the 80th percentile of education, expertise and experience, using
three forms of compensation:
Total guaranteed pay (TGP) around the 60th percentile of the market. The TGP provides executives with a competitive stable income.
Variable short-term incentives (STI) for individual quantitative and qualitative achievement aligned to corporate objectives, paid
annually with a deferred portion where appropriate. STI rewards specific behaviour and promotes retention.
A long-term incentive (LTI) related to the appreciation of the company’s share price, realisable over three to five years. The LTI creates
alignment with shareholders and is the major retention mechanism.

2014 REMUNERATION COMPONENTS
REMUNERATION
COMPONENT

REMUNERATION POLICY

STRATEGIC INTENT AND DRIVERS

Basic salary

Guaranteed package measured against the 60th
percentile of market.

Competitive with market. Provides a standard
of living consistent with the demands of a
specific position.

Benefits

Group life; medical cover; provident fund; disability
cover.

Competitive with market. Provides financial
structures for death, retirement, health and
wellness.

Short-term incentive

Annual incentive based on the achievement of
qualitative objectives with a quantitative portion of
the bonus awarded subject to the remuneration
committee’s discretion, and a portion retained where
appropriate. Financial objectives include profit
growth and relevant returns (for example return on
invested capital in the asset-backed lending
businesses or return on sales in the risk services
businesses).

Competitive with market. Provides means to
enjoy a higher quality of life through superior
performance.

Long-term incentive

Share appreciation rights plan.

Market-related long-term reward and retention
for executives and key talent provides risk-free
opportunity to accumulate wealth based on
share price performance and tenure.

Total reward

Providing total compensation measured against the
80th percentile of the market with a portion paid over
the medium term.

To attract, motivate, align and retain scarce
talent and to discourage dysfunctional
short-term behaviour.
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2014 E X ECUTIVE COMPENSATION
The 2014 policies and practices were based on the findings of
historical benchmarking, using the Paterson Classic system as an
indicator of grades for the executive team.
The following Top 50 statistics provide an overview of executive
compensation during the financial year:
As a result of the sale of Paycorp and Bayport, membership
decreased from 74 members to 45 members;
Total gross package (TGP) for the year amounted to
R68 million (R1.5 million per member); and
STI for the year amounted to R33 million
(R0.7 million per member).

Short-term incentive
The 2014 STI was based on the following:
Growth of group earnings per share above CPI or growth
of subsidiary profit after tax above CPI, with exponentially
higher months TGP awarded for higher levels of growth; and
Return on invested capital for the asset-backed lending
businesses and return on sales for the risk services
businesses.

Long-term incentive
During the 2013 financial year, the group introduced a SAR
plan for executives and senior managers, to achieve the group’s
objective of retaining talented individuals and aligning their
long-term interests with those of shareholders.
The SAR plan allows executives and senior managers to
participate on a risk-free basis in the appreciation of the group’s
share price over time. SARs are issued to participants on an

annual basis, with a mid-year award being made to new joiners
or participants with a change in role/circumstance. Subject to
certain performance criteria, the SARs vest in full after three to
four years, and are exercisable for a 12 month period. The
share price growth over the SAR period will be settled in
Transaction Capital ordinary shares, with the gain subject
to income tax.
The general share purchase scheme was established in 2009
and facilitated voluntary investment by executives and senior
managers. The scheme was largely wound down with the
disposals of Paycorp and Bayport and the repurchase of
6 505 934 shares from participants in terms of the scheme rules
in March 2014. At year-end, two directors owned 0.22%
of the company through 1.3 million scheme shares valued at
R8.8 million, on which they owed R6.3 million. The granting of
loans to executives and senior managers to purchase shares was
done at full risk to the individuals to ensure alignment with the
interests of shareholders. This resulted in no IFRS 2 share-based
payment expense or treasury shares being recognised for the
year under review. No further allocations will be made in terms
of this scheme.
In December 2014, Terry Kier (CEO of SA Taxi) was afforded
the opportunity to subscribe for shares directly in SA Taxi,
incentivising him and directly aligning his long-term interests
with those of SA Taxi, Transaction Capital and its shareholders.
Mr Kier subscribed for 2% of SA Taxi Holdings Proprietary
Limited for R26 million. The subscription price was determined
after applying an appropriate minority discount and adjustment
for the non-tradability of the SA Taxi shares. A wholly-owned
subsidiary of Transaction Capital granted Mr Kier an interestfree loan to subscribe for the shares, which will be repaid from
dividends and proceeds from the shares or upon certain
pre-determined events.

EX ECUTIVE DIRECTORS ’ REMUNERATION
The following table shows a breakdown of the annual remuneration (excluding SAR awards) of directors for the year ended
30 September:

Executive director

Total
guaranteed
pay
2014
R

Annual
incentive
bonus
2014
R

David Hurwitz
Mark Herskovits1
Jonathan Jawno
Michael Mendelowitz
Roberto Rossi2
Mark Lamberti3
Steven Kark4

3 335 409
1 620 366
1 220 875
1 221 475
509 185
1 311 381
450 709
9 669 400






Total
2014
R

Total
guaranteed
pay
2013
R

Annual
incentive
bonus
2013
R

Total
2013
R

2 208 566
1 378 411
800 000
1 800 000
–
2 150 000
5 349 501

5 543 975
2 998 777
2 020 875
3 021 475
509 185
3 461 381
5 800 210

3 067 972
–
2 586 284
1 220 040
1 686 150
2 989 712
2 643 592

1 500 000
–
400 000
1 800 000
800 000
3 760 288
1 000 000

4 567 972
–
2 986 284
3 020 040
2 486 150
6 750 000
3 643 592

13 686 478

23 355 878

14 193 750

9 260 288

23 454 038

"QQPJOUFEBTFYFDVUJWFEJSFDUPSPO+BOVBSZ
3FDMBTTJGJFEUPOPOFYFDVUJWFEJSFDUPSGSPN.BSDI
3FDMBTTJGJFEUPOPOFYFDVUJWFEJSFDUPSGSPN+BOVBSZBOESFTJHOFEBTEJSFDUPSPO.BSDI
3FTJHOFEBTEJSFDUPSPO/PWFNCFSEVFUPUIFTBMFPG1BZDPSQ)PMEJOHT1SPQSJFUBSZ-JNJUFE
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Share appreciation rights
Present
value of SAR

Number
of SARs

Vesting
period

July 2013
November 2013
November 2014

3 200 000
2 092 570
1 029 000

2 004 494
979 049
300 000

3 years
3 years
4 years

July 2013
November 2013
November 2014

2 700 000
2 675 060
857 000

1 691 292
1 251 578
250 000

3 years
3 years
4 years

Executive director
David Hurwitz
– Granted on 11
– Granted on 18
– Granted on 25
Mark Herskovits
– Granted on 11
– Granted on 18
– Granted on 25

Refer to note 26 in the annual financial statements for further
details of the SAR Plan.
The rationale and context for the remuneration of these executive
directors is as follows:

Chief executive officer – David Hurwitz
Mr Hurwitz’s incentive bonus of R2 208 566 for 2014
comprised:
a quantitative bonus for the growth of the group’s earnings
per share; and
a qualitative bonus for the overall improvement in the state
of the group during 2014.

Chief financial officer – Mark Herskovits

Previous chief executive officer – Mark Lamberti
Mr Lamberti was awarded a bonus of R2 150 000 in
recognition of his performance.

Paycorp chief executive officer – Steven Kark
Mr Kark’s incentive bonus of R5 349 501 was awarded in
recognition of his performance.

P RESCRIBED OFFICERS ’ REMUNERATION
As a result of the group restructure and the changes to the
group’s executive committee (refer to the governance section on
page 65), there were no prescribed officers for the financial
year ended 30 September 2014. The following table shows a
breakdown of the annual remuneration of prescribed officers for
the previous year ended 30 September 2013:

Mr Herskovits’ incentive bonus of R1 378 411 for 2014
comprised:

Prescribed officer

Total
guaranteed
pay
2013
R

Annual
incentive
bonus
2013
R

Total
2013
R

Prescribed officer A
Prescribed officer B
Prescribed officer C

3 519 035
2 600 000
2 700 000

–
1 841 667
450 000

3 519 035
4 441 667
3 150 000

8 819 035

2 291 667

11 110 702

a quantitative bonus for the growth of the group’s earnings
per share; and
a qualitative bonus for the overall improvement in the state
of the financial and risk structures and reporting of the group
during 2014.

Executive director – Jonathan Jawno
Mr Jawno’s incentive bonus of R800 000 for 2014 comprised:
a quantitative bonus for the growth of the group’s earnings
per share; and
a qualitative bonus for his specific role in the management
of risk and capital.
Mr Jawno does not participate in the SAR plan.

Executive director – Michael Mendelowitz
Mr Mendelowitz’s incentive bonus of R1 800 000 for 2014
comprised:
a quantitative bonus for the growth of the group’s earnings
per share; and
a qualitative bonus for his specific contribution in the
negotiation and structuring of corporate transactions.
Mr Mendelowitz does not participate in the SAR plan.
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N ON -E X ECUTIVE DIRECTORS ’ FEES FOR 2014
Refer to the governance section on page 65 for a description of the changes effected to the board committees during the year. The table
below illustrates fees paid to non-executive directors for membership of committees pre and post the committee restructuring.
Fees are paid to non-executive directors quarterly in arrears with no additional meeting attendance fees. This is due to board members
providing input to the company on an ongoing basis, not limited to the attendance of meetings.
The fees paid to non-executive directors have been determined on a market-related basis, as recommended by the remuneration
committee and the board, and approved by shareholders at the annual general meeting.

Board members
Chairperson
Lead independent director
Director
Audit committee (chairperson)
Audit committee (member)
Risk and compliance committee (chairperson)
Risk and compliance committee (member)
Asset and liability committee (member)
Audit, risk and compliance committee (chairperson)
Audit, risk and compliance committee (member)
Nominations and remuneration committee (chairperson)
Nominations and remuneration committee (member)
Remuneration committee (chairperson)
Remuneration committee (member)
Nominations committee (member)
Social and ethics committee (chairperson)
Social and ethics committee (member)
Total annual fees

D Woollam
R

P Langeni
R

D Tabata
R

S Zagnoev2
R

973 250
125 000
–
–
42 500
–
32 500
32 500
–
–
–
32 500
–
–
–
–
–

–
–
250 000
118 250
–
75 000
–
32 500
262 500
–
–
–
–
–
–
–
–

–
–
250 000
–
42 500
–
–
–
–
112 500
–
32 500
–
–
–
143 750
–

–
–
250 000
–
–
–
–
–
–
–
75 000
–
72 917
10 000
45 000
–
–

–
–
250 000
–
–
–
–
–
–
–
–
32 500
–
–
–
–
–

1 238 250

738 250

581 250

452 917

282 500

C Seabrooke1
R

 &GGFDUJWFGSPN+BOVBSZ UIFDIBJSNBOBOEMFBEJOEFQFOEFOUEJSFDUPSTGFFTBSFJODMVTJWFPGDPNNJUUFFGFFT
2 The fees for Mr Zagnoev are paid directly to Ethos Technology Fund I and Ethos Private Equity Fund V comprising various private equity investors on whose behalf he
is a partner.
 "QQPJOUFEBOPOFYFDVUJWFFGGFDUJWF.BSDI*OBEEJUJPOUPUIFGFFTSFDFJWFEBCPWF .S3PTTJSFDFJWFE3GPSDPOTVMUJOHTFSWJDFT
 3FTJHOFEFGGFDUJWF.BSDI
 3FTJHOFEFGGFDUJWF/PWFNCFS

N ON -E X ECUTIVE DIRECTORS ’ FEES FOR 2013
Fees were paid to non-executive directors quarterly in arrears and determined by the board on a market-related basis as recommended
by the nominations and remuneration committee (as it was then constituted).
Board members
Director
Chairman
Audit committee (chairman)
Audit committee (member)
Asset and liability committee (member)
Nominations and remuneration committee (chairman)
Nominations and remuneration committee (member)
Risk and compliance committee (chairman)
Risk and compliance committee (member)
Social and ethics committee (chairman)
Social and ethics committee (member)
Total annual fees

P Langeni1
R

D Tabata
R

250 000
–
473 000
–
130 000
–
–
300 000
–
–
–

250 000
–
–
170 000
–
–
130 000
–
–
83 333
75 833

250 000
–
–
–
–
300 000
–
–
–
–
–

1 153 000

709 167

550 000

C Seabrooke
R

D Woollam
R

–
893 000
–
170 000
130 000
–
130 000
–
130 000
–
–
1 453 000

 "QQPJOUFEBTDIBJSNBOPGTPDJBMBOEFUIJDTDPNNJUUFFPO"QSJM
2 The fees for Mr Zagnoev are paid directly to Ethos Technology Fund I and Ethos Private Equity Fund V comprising various private equity investors on whose behalf he
is a partner.
 3FTJHOFEBTOPOFYFDVUJWFEJSFDUPS FGGFDUJWF"QSJM

C ONCLUSION
Transaction Capital is mindful of the sensitivities surrounding executive compensation and will therefore:
adhere to King III or any other industry-specific guidelines in the payment and disclosure of executive compensation;
disclose the principles and practices used to determine executive compensation;
offer full explanation and disclosure in those instances where executive compensation is not aligned to short-term performance; and
exercise caution in making awards to departing executives.
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M Lamberti4
R

C Ntumba5
R

–
–
145 833
–
–
–
–
–
–
–
–
–
–
–
35 000
–
–

150 000
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
62 500
–
42 500
–
–
–
–
–
–
–
–
–
–
–
32 500

1 123 250
125 000
1 208 333
118 250
127 500
75 000
32 500
65 000
262 500
112 500
75 000
97 500
72 917
10 000
80 000
143 750
32 500

180 833

150 000

137 500

3 761 500

S Zagnoev2
R

C Ntumba
R

250 000
–
–
–
–
–
130 000
–
–
–
–

250 000
–
–
170 000
–
–
–
–
–
–
54 167

145 833
–
–
–
–
–
–
–
–
116 667
–

1 395 833
893 000
473 000
510 000
260 000
300 000
390 000
300 000
130 000
200 000
130 000

380 000

474 167

262 500

4 981 833

R Rossi3
R

B Madumise3
R

Total
R

Total
R
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FINANCIAL RESULTS
The information presented on pages 83 to 86 is an extract from the audited annual financial statements, but is not
itself audited. The directors take full responsibility for the preparation of the information presented in this section
and that the information has been correctly extracted from the underlying audited annual financial statements.

CONSOLIDATED STATEMENT OF FINANCIAL POSITION
at 30 September 2014

2014
Rm

2013
Rm

Change
%

Assets
Cash and cash equivalents
Tax receivables
Trade and other receivables
Inventories
Loans and advances
Purchased book debts
Other loans receivable
Equity accounted investments
Other investments
Intangible assets
Property and equipment
Goodwill
Deferred tax assets
Non-current assets classified as held for sale

1 345
17
493
4
6 386
552
293
7
238
19
51
192
93
–

673
64
505
85
10 232
420
280
4
481
21
96
594
107
769

100
(73)
(2)
(95)
(38)
31
5
75
(51)
(10)
(47)
(68)
(13)
(100)

Total assets

9 690

14 331

(32)

Liabilities
Bank overdrafts
Tax payables
Trade and other payables
Provisions
Interest-bearing liabilities

101
2
242
18
6 178

71
2
361
27
9 601

42
–
(33)
(33)
(36)

4 911
1 267

7 470
2 131

(34)
(41)

186
–

194
180

(4)
(100)

Total liabilities

6 727

10 436

(36)

Equity
Ordinary share capital and premium
Reserves
Retained earnings

483
96
2 384

1 779
385
1 551

(73)
(75)
54

Equity attributable to ordinary equity holders of the parent
Non-controlling interests

2 963
–

3 715
180

(20)
(100)

Total equity

2 963

3 895

(24)

Total equity and liabilities

9 690

14 331

(32)

Senior debt
Subordinated debt
Deferred tax liabilities
Liabilities directly associated with non-current assets classified as held for sale
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CONSOLIDATED INCOME STATEMENT
for the year ended 30 September 2014

2014
Rm

2013
Rm

Change
%

Interest and other similar income
Interest and other similar expense

1 413
(599)

1 225
(539)

15
11

Net interest income
Impairment of loans and advances

814
(322)

686
(283)

19
14

492
1 133
(1 220)
1
3

403
1 023
(1 071)
–
4

22
11
14
100
(25)

Profit before tax
Income tax expense

409
(79)

359
(76)

14
4

Profit from continuing operations
Profit from discontinued operations

330
607

283
303

17
100

Profit for the year

937

586

60

–
937

42
544

(100)
72

162.7
162.3
61.0

93.2
93.2
93.4

75
74
(35)

57.3
3.7

48.5
44.9

18
(92)

2014
Rm

2013
Rm

Change
%

937
(48)

586
122

60

<1
<1
(48)
–

10
(3)
70
45

(100)
(100)
>(100)
(100)

889

708

26

–
889

49
659

(100)
35

Risk adjusted net interest income
Non-interest revenue
Operating costs
Non-operating profit
Equity accounted earnings

Attributable to non-controlling equity holders
Attributable to ordinary equity holders of the parent
Basic earnings per share
Diluted basic earnings per share
Headline earnings per share
Headline earnings per share – continuing operations
Headline earnings per share – discontinued operations

CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
for the year ended 30 September 2014

Profit for the year
Other comprehensive income
Fair value gains arising on the cash flow hedge during the year
Deferred tax
Fair value (losses)/gains arising on valuation of available-for-sale investment
Other comprehensive income from discontinued operations
Total comprehensive income for the year
Attributable to non-controlling equity holders
Attributable to ordinary equity holders of the parent

TRANSACTION CAPITAL
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CONSOLIDATED HEADLINE EARNINGS RECONCILIATION
for the year ended 30 September 2014

2014
Rm

2013
Rm

Change
%

Profit attributable to ordinary equity holders of the parent
Headline earnings adjustable items added
Profit on sale of subsidiary companies net of de-grouping tax payable
Impairment of goodwill
Tax on headline earnings adjustments

937

544

72

(586)
–
–

–
1
–

(100)
(100)
–

Headline earnings

351

545

(36)

Less: Headline earnings from discontinued operations
Headline earnings from continuing operations

(21)
330

(262)
283

(92)
17

CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
for the year ended 30 September 2014

Balance at 30 September 2012
Total comprehensive income
Profit for the year
Other comprehensive income for the year
Dividends paid
Transactions with non-controlling equity holders
Issue of share appreciation rights
Repurchase of shares
Balance at 30 September 2013
Total comprehensive income
Profit for the year
Other comprehensive income for the year
Dividends paid
Grant of share appreciation rights
Repurchase of treasury shares
Repurchase of shares
Capital distribution
Disposal of subsidiary companies
Balance at 30 September 2014

Share
capital and
premium

Other
reserves

Retained
earnings

Ordinary
shareholders’
equity

Noncontrolling
interests

Total
equity

1 792
–

268
115

1 112
544

3 172
659

132
49

3 304
708

–
–

–
115

544
–

544
115

42
7

586
122

–
–
–
(13)

–
–
2
–

(105)
–
–
–

(105)
–
2
(13)

–
(1)
–
–

(105)
(1)
2
(13)

1 779

385

1 551

3 715

180

3 895

–

(48)

937

889

–

889

–
–

–
(48)

937
–

937
(48)

–
–

937
(48)

–
–
(15)
(72)
(1 209)
–

–
12
–
–
–
(253)

(104)
–
–
–
–
–

(104)
12
(15)
(72)
(1 209)
(253)

–
–
–
–
–
(180)

(104)
12
(15)
(72)
(1 209)
(433)

483

96

2 384

2 963

–

2 963
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SUMMARISED CONSOLIDATED STATEMENT OF CASH FLOWS
for the year ended 30 September 2014

2014
Rm

2013
Rm

Change
%

Net cash utilised by operating activities
Net cash generated/(utilised) by investing activities
Net cash utilised by financing activities

(68)
2 385
(1 296)

(172)
(133)
(13)

60
>100
>(100)

Net increase/(decrease) in cash and cash equivalents

1 021

(318)

>100

671

943

(29)

(448)

(402)

11

Cash and cash equivalents at the beginning of the year
Less: Cash and cash equivalents at the beginning of the year relating
to discontinued operations
Cash and cash equivalents at the beginning of the year from continuing operations
Cash and cash equivalents at the end of the year relating to continuing operations

223

541

(59)

1 244

223

>100
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DATA SHEET
at 30 September 2014
Twelve months ended 30 September

Movement

2014

2013

2012

2014

2013

Rm
Rm
Rm
Rm
Rm
Rm
Rm

1 413
(599)
814
(322)
492
1 133
(1 220)

1 225
(539)
686
(283)
403
1 023
(1 071)

1 072
(533)
539
(246)
293
941
(983)

15%
11%
19%
14%
22%
11%
14%

14%
1%
27%
15%
38%
9%
9%

Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm

(641)
(23)
(20)
(68)
(17)
(40)
(22)
(35)
(25)
(24)
(305)

(590)
(17)
(10)
(77)
(19)
(48)
(32)
(31)
(31)
(22)
(194)

(546)
(18)
(8)
(78)
(19)
(52)
(27)
(30)
(32)
(20)
(159)

9%
35%
100%
(12%)
(11%)
(17%)
(31%)
13%
(19%)
9%
57%

8%
(6%)
25%
(1%)
0%
(8%)
19%
3%
(3%)
10%
22%

Operating income
Non-operating profit/(loss)
Equity accounted earnings
Profit before tax
Income tax expense
Profit from continuing operations
Profit from discontinued operations
Profit for the year

Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm

405
1
3
409
(79)
330
607
937

355
–
4
359
(76)
283
303
586

251
(2)
–
249
(60)
189
245
434

14%
100%
(25%)
14%
4%
17%
100%
60%

41%
100%
100%
44%
27%
50%
24%
35%

Profit for the year from continuing operations
attributable to:
Ordinary equity holders of the parent
Non-controlling equity holders

Rm
Rm

330
–

283
–

189
–

17%
n/a

50%
n/a

Profit for the year from discontinued operations
attributable to:
Ordinary equity holders of the parent
Non-controlling equity holders

Rm
Rm

607
–

261
42

212
33

>100%
(100%)

23%
27%

TRANSACTION CAPITAL GROUP
Consolidated income statement*
Interest and other similar income
Interest and other similar expense
Net interest income
Impairment of loans and advances
Risk-adjusted net interest income
Non-interest revenue
Total operating costs
Employee expenses
Cashing, transaction, processing and bank charges
Cost of sale of goods
Communication
Depreciation and amortisation
Consulting, professional, legal and audit
Commission expense
Rentals
VAT apportionment disallowed
Information technology
Other

* All Transaction Capital group income statement numbers have been re-presented to show continuing operations.
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Twelve months ended 30 September

Movement

2014

2013

2012

2014

2013

Rm

937

544

401

72%

36%

Rm
Rm
Rm
Rm

–
–
–
(659)

–
–
1
–

1
3
–
–

n/a
n/a
(100%)
100%

(100%)
(100%)
100%
n/a

Rm

73

–

–

100%

n/a

Headline earnings
Adjustment for:
Headline earnings of discontinued operations

Rm

351

545

405

(36%)

35%

Rm

(21)

(262)

(212)

(92%)

24%

Headline earnings from continuing operations

Rm

330

283

193

17%

47%

Number of shares
Weighted average number of shares in issue

m
m

569.6
575.9

582.6
583.6

584.3
519.4

(2%)
(1%)

(0%)
12%

Consolidated statement of financial position
Assets
Loans and advances
Purchased book debts
Property and equipment
Inventories
Goodwill
Intangible assets
Cash and cash equivalents
Other investments
Non-current assets classified as held for sale
Other assets
Total assets

Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm

6 386
552
51
4
192
19
1 345
238
–
903
9 690

10 232
420
96
85
594
21
673
481
769
960
14 331

8 780
347
308
203
927
36
1 101
316
–
796
12 814

(38%)
31%
(47%)
(95%)
(68%)
(10%)
100%
(51%)
(100%)
(6%)
(32%)

17%
21%
(69%)
(59%)
(36%)
(42%)
(39%)
52%
100%
21%
12%

Liabilities
Interest bearing liabilities

Rm

6 178

9 601

8 353

(36%)

15%

Rm
Rm

4 911
1 267

7 470
2 131

6 876
1 477

(34%)
(41%)

9%
44%

Rm

101

71

158

42%

(55%)

Rm
Rm
Rm

–
448
6 727

180
584
10 436

–
999
9 510

(100%)
(23%)
(36%)

100%
(42%)
10%

TRANSACTION CAPITAL GROUP continued
Headline earnings
Profit attributable to ordinary equity holders
Adjustments for:
Loss on disposal of tangible assets
Impairment of assets
Impairment of goodwill
Profit on disposal of subsidiary companies
De-grouping tax payable on sale of
subsidiary companies

Senior debt
Subordinated debt
Bank overdrafts
Liabilities directly associated with non-current assets
classified as held for sale
Other liabilities
Total liabilities
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Movement

2014

2013

2012

2014

2013

TRANSACTION CAPITAL GROUP continued
Consolidated statement of financial position continued
Equity
Equity attributable to ordinary equity holders
of the parent
Non-controlling interest
Total equity

Rm
Rm
Rm

2 963
–
2 963

3 715
180
3 895

3 172
132
3 304

(20%)
(100%)
(24%)

17%
36%
18%

Total equity and liabilities

Rm

9 690

14 331

12 814

(32%)

12%

cents

57.3

48.5

36.4

18%

33%

cents
cents
cents
cents
cents

57.3
520.2
483.1
6.0
10.0

48.5
637.7
532.1
9.0
12.0

37.1
542.9
378.1
–
9.0

18%
(18%)
(9%)
(33%)
(17%)

31%
17%
41%
100%
33%

Rm
Rm
Rm
Rm
Rm

2 963
1 267
4 230
(192)
4 038

3 895
2 131
6 026
(594)
5 432

3 304
1 477
4 781
(927)
3 854

(24%)
(41%)
(30%)
(68%)
(26%)

18%
44%
26%
(36%)
41%

Rm
%

8 153
49.5

13 064
41.6

10 786
35.7

(38%)
19%

21%
17%

%
%

34.0
15.5

25.3
16.3

22.0
13.7

34%
(5%)

15%
19%

Shareholder statistics
Basic earnings per share from continuing operations
Headline earnings per share from continuing
operations
Net asset value per share
Tangible net asset value per share
Interim dividend per share
Final dividend per share
Capital adequacy ratio
Equity
Subordinated debt capital
Total capital
Less: Goodwill
Total capital less goodwill
Total assets less goodwill and cash and
cash equivalents
Capital adequacy ratio
Equity
Subordinated debt
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TRANSACTION CAPITAL DATA SHEET continued

at 30 September 2014

Twelve months ended 30 September

TRANSACTION CAPITAL GROUP continued
Performance indicators*
Gross loans and advances
Carrying value of written off book
Impairment provision
Provision coverage
Non-performing loan ratio – original
Non-performing loan coverage – original
Non-performing loans – original
Non-performing loan ratio – revised
Non-performing loan coverage – revised
Non-performing loans – revised
Capital adequacy ratio – total
Average assets
Average tangible assets
Average equity
Average tangible equity
Average gross loans and advances
Average interest-bearing liabilities
Total income
Net interest margin
Credit loss ratio
Non-interest revenue as a % of total income
Cost-to-income ratio
Effective tax rate
Return on average assets (ROA)
Return on average tangible assets (ROTA)
Return on average equity (ROE)
Return on average tangible equity (ROTE)
Services: EBITDA
Gearing
Debt issued
Gross yield on average assets
Gross yield on average gross loans and advances
Return on total sales (ROS)
Average cost of borrowing
Employees

Movement

2014

2013

2012

2014

2013

Rm
Rm
Rm
%
%
%
Rm
%
%
Rm
%
Rm
Rm
Rm
Rm
Rm
Rm
Rm
%
%
%
%
%
%
%
%
%
Rm
times
Rm
%
%
%
%

6 737
32
(383)
5.7
30.5
18.7
2 052
25.7
22.1
1 731
49.5
9 416
9 109
3 038
2 730
6 220
5 742
2 546
13.1
5.2
44.5
62.7
19.3
3.5
3.6
10.9
12.1
159
3.3
3 290
27.0
40.9
13.0
10.4

5 923
30
(329)
5.6
34.0
16.3
2 013
29.0
19.2
1 716
41.6
7 563
7 399
1 835
1 672
5 500
4 992
2 248
12.5
5.1
45.5
62.7
21.2
3.7
3.8
15.4
16.9
135
4.0
3 009
29.7
40.9
12.6
10.8

5 084
22
(244)
4.8
30.3
15.9
1 538
25.0
19.2
1 273
35.7
6 551
6 397
1 295
1 140
4 632
4 575
2 014
11.6
5.3
46.7
66.5
24.1
3.6
3.6
18.0
20.5
126
4.0
1 995
30.7
43.5
9.4
11.7

14%
7%
16%
2%
(10%)
15%
2%
(11%)
15%
1%
19%
25%
23%
66%
63%
13%
15%
13%
5%
2%
(2%)
0%
(9%)
(5%)
(5%)
(29%)
(28%)
18%
(18%)
9%
(9%)
0%
3%
(4%)

17%
36%
35%
17%
12%
3%
31%
16%
0%
35%
17%
15%
16%
42%
47%
19%
9%
12%
8%
(4%)
(3%)
(6%)
(12%)
3%
6%
(14%)
(18%)
7%
0%
51%
(3%)
(6%)
34%
(8%)

Number

3 719

3 673

3 129

1%

17%

* All Transaction Capital group performance indicators are calculated on a continuing operations basis unless
otherwise stated.
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Movement

2014

2013

2012

2014

2013

ASSET-BACKED LENDING
Condensed income statement
Interest and other similar income
Interest and other similar expense
Net interest income
Impairment of loans and advances
Non-interest revenue
Total operating costs
Profit before tax

Rm
Rm
Rm
Rm
Rm
Rm
Rm

1 281
(540)
741
(320)
250
(455)
216

1 178
(511)
667
(281)
218
(403)
201

1 030
(478)
552
(245)
191
(333)
165

9%
5%
11%
14%
15%
13%
7%

14%
7%
21%
15%
14%
21%
22%

Total income

Rm

1 531

1 396

1 221

10%

14%

Profit after tax

Rm

188

163

133

15%

23%

Headline earnings

Rm

188

163

133

15%

23%

Other information
Depreciation
Amortisation of intangible assets

Rm
Rm

8
3

7
1

6
1

14%
200%

17%
0%

Statement of financial position
Assets
Cash and cash equivalents
Other investments
Loans and advances
Property and equipment
Goodwill and intangibles

Rm
Rm
Rm
Rm
Rm

254
238
6 351
30
73

226
175
5 577
28
65

528
57
4 801
16
60

12%
36%
14%
7%
12%

(57%)
207%
16%
75%
8%

Rm
Rm

60
13

60
5

60
–

0%
160%

0%
100%

Other assets
Total assets

Rm
Rm

448
7 394

360
6 431

312
5 774

24%
15%

15%
11%

Liabilities
Bank overdrafts
Interest bearing liabilities

Rm
Rm

100
5 115

71
4 398

137
4 468

41%
16%

(48%)
(2%)

Rm
Rm

4 772
343

3 947
451

4 103
365

21%
(24%)

(4%)
24%

Group
Other liabilities
Total liabilities

Rm
Rm
Rm

915
201
6 331

1 078
185
5 732

410
267
5 282

(15%)
9%
10%

163%
(31%)
9%

Segment net assets

Rm

1 063

699

492

52%

42%

Rm
Rm
Rm
Rm
Rm
Rm

1 063
915
343
2 321
(60)
2 261

699
855
451
2 005
(60)
1 945

492
398
365
1 255
(60)
1 195

52%
7%
(24%)
16%
0%
16%

42%
115%
24%
60%
0%
63%

Rm
%

7 080
31.9

6 145
31.7

5 187
23.0

15%
1%

18%
38%

Goodwill
Intangibles

Senior debt
Subordinated debt

Capital adequacy
Equity
Group funding
Subordinated debt
Total capital
Less: Goodwill
Total capital less goodwill
Total assets less goodwill and cash and
cash equivalents
Capital adequacy ratio
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Twelve months ended 30 September

ASSET-BACKED LENDING continued
Financial measures
Net interest margin
Cost-to-income ratio
Return on average assets (ROA)
Return on average tangible assets (ROTA)
Gross yield on average gross loans and advances
Return on average equity (ROE)
Return on average tangible equity (ROTE)
Average cost of borrowing
Credit loss ratio
Provision coverage
Non-performing loan ratio – original
Non-performing loan coverage – original
Non-performing loan ratio – revised
Non-performing loan coverage – revised
Debt issued
Gross loans and advances
Average assets
Average tangible assets
Average gross loans and advances
Average equity
Average tangible equity
Average interest bearing liabilities
Employees
Operational measures
SA Taxi
Status
Number of loans
Gross loans and advances
Carrying value of written off book
Impairment provision
Loans and advances
% Leases/repossessions (Loans and advances,
on value)
% Premium/entry-level (gross loans and advances,
on value)
Face value of written off book recognised
Average gross loans and advances
Originations
Number of loans originated
Value of loans originated
% New/existing client (on value)
New vehicle originations
% Premium/entry-level (new vehicle disbursements,
on value)
Average origination value

Movement

2014

2013

2012

2014

2013

%
%
%
%
%
%
%
%
%
%
%
%
%
%
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Number

12.0
46.0
2.7
2.7
24.8
21.1
26.6
9.5
5.2
5.5
30.7
18.1
25.9
21.4
3 217
6 690
6 917
6 849
6 170
888
707
5 670
655

12.2
45.6
2.7
2.8
25.7
32.3
37.8
10.1
5.2
5.5
34.3
15.9
29.2
18.6
2 356
5 868
5 989
5 916
5 440
504
431
5 080
564

12.1
44.8
2.5
2.6
26.8
39.3
47.7
11.2
5.4
4.7
30.7
15.5
25.3
18.7
1 808
5 017
5 220
5 160
4 555
338
279
4 264
555

(2%)
1%
0%
(4%)
(4%)
(35%)
(30%)
(6%)
0%
0%
(10%)
14%
(11%)
15%
37%
14%
15%
16%
13%
76%
64%
12%
16%

1%
2%
8%
8%
(4%)
(18%)
(21%)
(10%)
(4%)
17%
12%
3%
15%
(1%)
30%
17%
15%
15%
19%
49%
54%
19%
2%

Number
Rm
Rm
Rm
Rm

24 346
6 240
32
(364)
5 908

23 453
5 529
30
(315)
5 243

22 649
4 800
22
(235)
4 587

4%
13%
7%
16%
13%

4%
15%
36%
34%
14%

%

95/5

93/7

94/6

2%

(1%)

%
Rm
Rm

84/16
727
5 823

80/20
600
5 181

79/21
440
4 387

5%
21%
12%

1%
36%
18%

Number
Rm
%
Rm

6 116
1 855
75/25
1 400

5 811
1 560
80/20
1 217

6 248
1 533
81/19
1 134

5%
19%
(6%)
15%

(7%)
2%
(1%)
7%

%
R

100/0
303 303

97/3
268 479

92/8
245 378

(90%)
13%

5%
9%
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Movement

2014

2013

2012

2014

2013

%
%
Rm
%
%
Rm
%
%
%

5.5
5.8
2 052
32.9
17.7
1 731
27.7
21.0
34.4

5.4
5.7
2 013
36.4
15.6
1 716
31.0
18.4
30.7

5.6
4.9
1 538
31.9
15.3
1 273
26.5
18.5
32.8

2%
2%
2%
(10%)
13%
1%
(11%)
14%
12%

(4%)
16%
31%
14%
2%
35%
17%
(1%)
(6%)

Rm
Rm
Rm
Days

450
(7)
443
44

339
(5)
334
44

217
(3)
214
41

33%
40%
33%
0%

56%
67%
56%
7%

CREDIT SERVICES
Condensed income statement
Interest and other similar income
Interest and other similar expense
Net interest income
Impairment of loans and advances
Non-interest revenue
Total operating costs
Equity accounted earnings
Non-operating profit
Profit before tax

Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm
Rm

13
(23)
(10)
(2)
861
(713)
3
1
140

16
(17)
(1)
(2)
790
(666)
4
–
125

18
(14)
4
–
769
(652)
–
–
120

(19%)
35%
900%
0%
9%
7%
(25%)
100%
12%

(11%)
21%
(125%)
(100%)
3%
2%
100%
n/a
4%

Total income

Rm

874

806

787

8%

2%

Profit after tax

Rm

104

95

88

9%

8%

Headline earnings

Rm

104

95

88

9%

8%

Services: EBITDA

Rm

159

135

125

18%

8%

Other information
Depreciation
Amortisation of intangible assets

Rm
Rm

8
1

8
1

8
–

0%
0%

0%
100%

Statement of financial position
Assets
Cash and cash equivalents
Loans and advances

Rm
Rm

39
35

32
47

57
59

22%
(26%)

(44%)
(20%)

Gross loans and advances
Impairment provision

Rm
Rm

47
(12)

56
(9)

65
(6)

(16%)
33%

(14%)
50%

Rm
Rm
Rm

552
17
77

420
19
73

347
15
72

31%
(11%)
5%

21%
27%
1%

Rm
Rm

71
6

71
2

71
1

0%
200%

0%
100%

Rm
Rm

165
885

142
733

168
718

16%
21%

(15%)
2%

ASSET-BACKED LENDING continued
Operational measures continued
Credit performance
Credit loss ratio
Provision coverage
Non-performing loans – original
Non-performing loan ratio – original
Non-performing loan coverage – original
Non-performing loans – revised
Non-performing loan ratio – revised
Non-performing loan coverage – revised
Impairment provision % repossessions
Rand Trust
Gross loans and advances
Impairment provision
Loans and advances
Average debtor days outstanding

Purchased book debts
Property and equipment
Goodwill and intangibles
Goodwill
Intangibles
Other assets
Total assets
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Movement

2014

2013

2012

2014

2013

Rm
Rm

1
177

–
151

–
140

100%
17%

n/a
8%

Rm
Rm

177
–

151
–

140
–

17%
n/a

8%
n/a

Group
Other liabilities
Total liabilities

Rm
Rm
Rm

45
217
440

–
204
355

22
226
388

100%
6%
24%

(100%)
(10%)
(9%)

Segment net assets

Rm

445

378

330

18%

15%

Financial measures
Cost-to-income ratio
Return on average assets (ROA)
Return on average equity (ROE)
Capital adequacy ratio
Average cost of borrowing
Return on sales (ROS)
Debt issued
Average assets
Average equity
Average interest bearing liabilities

%
%
%
%
%
%
Rm
Rm
Rm
Rm

84.0
12.0
26.4
54.0
9.9
11.8
73
864
394
231

84.4
12.2
27.3
48.7
8.2
11.8
176
779
346
196

84.4
12.4
28.8
47.9
8.2
11.2
107
711
306
158

(0%)
(2%)
(4%)
11%
20%
0%
(59%)
11%
14%
18%

0%
(2%)
(5%)
2%
0%
5%
64%
10%
13%
24%

Employees

Number

3 029

3 039

2 518

0%

21%

Operational measures
MBD Credit Solutions
Number of agency clients
Number of collection agents
Call centres
Assets under management

Number
Number
Number
Rb

68
2 695
10
31.7

66
2 744
9
25.8

52
1 983
9
23.1

3%
(2%)
11%
23%

27%
38%
0%
11%

Rb
Rb

17.9
13.8

14.4
11.4

13.6
9.5

24%
21%

6%
20%

CREDIT SERVICES continued
Statement of financial position continued
Liabilities
Bank overdrafts
Interest bearing liabilities
Senior debt
Subordinated debt

Agency
Principal
Average book value of purchased book debts
Principal revenue as % of average book value of
purchased book debts
Agency/principal collections revenue split
Employees

Rm

528

393

314

34%

25%

%
%
Number

58.2
51/49
2 960

65.1
54/46
2 962

87.6
53/47
2 444

(10%)
(6%)
0%

(26%)
2%
21%

Principa Decisions
Employees

Number

69

77

74

(10%)

4%
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Movement

2014

2013

2012

2014

2013

Rm
Rm
Rm
Rm

83
22
(52)
53

20
15
(2)
33

(17)
(25)
6
(36)

315%
47%
2 500%
61%

218%
160%
(133%)
192%

Profit after tax

Rm

38

25

(31)

52%

181%

Headline earnings

Rm

38

25

(28)

52%

189%

Other information
Depreciation
Amortisation of intangible assets

Rm
Rm

–
1

–
2

–
2

n/a
(50%)

n/a
0%

Statement of financial position
Assets
Cash and cash equivalents
Property and equipment
Goodwill and intangibles

Rm
Rm
Rm

1 052
4
–

36
1
19

92
2
353

2 822%
300%
(100%)

(61%)
(50%)
(95%)

Rm
Rm

–
–

18
1

350
3

(100%)
(100%)

(95%)
(67%)

Other assets
Total assets

Rm
Rm

355
1 411

1 049
1 105

159
606

(66%)
28%

560%
82%

Liabilities
Interest bearing liabilities
Group
Other liabilities
Total liabilities

Rm
Rm
Rm
Rm

886
(960)
30
(44)

922
(1 295)
251
(122)

449
(901)
47
(405)

(4%)
(26%)
(88%)
(64%)

105%
44%
434%
(70%)

Segment net assets

Rm

1 455

1 227

1 011

19%

21%

Debt issued

Rm

–

477

80

(100%)

496%

Number

35

70

56

(50%)

25%

%
%
%
%

5.4
5.9
1.1
25.5

5.0
6.2
1.8
24.7

5.4
5.5
2.6
24.9

8%
(5%)
(39%)
3%

(7%)
13%
(31%)
(1%)

Vehicles
Vehicles
%

200 000
65 000
45.0

200 000
60 000
48.0

200 000
60 000
47.0

0%
8%
(6%)

0%
0%
2%

GROUP EXECUTIVE OFFICE
Condensed income statement
Net interest income
Non-interest revenue
Net operating costs
Profit before tax

Goodwill
Intangibles

Employees
ENVIRONMENT
General environment
Average repo rate
CPI
Average GDP growth
Unemployment rate
Specific environment
Estimated minibus taxi market
Estimated minibus taxi market – financed
Consumers with impaired records NCR
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SHAREHOLDER ANALYSIS
30 September 2014

Number of
shareholders

Number of
shares
million

Number of
shares
%

Non-public
Directors of Transaction Capital and its
subsidiaries and their associates

22

264

46

Sub-total

22

264

46

NUMBER OF SHARES %

7%
22%
46%
6%

Public
Old Mutual Life Assurance Co.
South Africa Ltd.
Allan Gray
Remaining institutional shareholders
Ethos Private Equity
Retail investors

1
1
40
1
1 047

57
32
125
52
42

10
6
22
9
7

Sub-total

1 090

308

54

Total

1 112

572

100

Announcement
of Paycorp sale

Release of
2013 results

9%

10%

Directors of Transaction Capital and its
subsidiaries and their associates
Old Mutual Life Assurance Co. South Africa Ltd.
Ethos Private Equity
Allan Gray
Remaining institutional shareholders
Retail investors

SHARE PRICE PERFORMANCE SINCE LISTING (JUNE 2012)
Cents
8.0
7.5
7.0
6.5
6.0
5.5
5.0
4.5
4.0
3.5
3.0

Release of
2012 results

Release of 2013
interim results

210 cps capital
distribution paid
to shareholders
Release
of 2014
interim results
210 cps
capital
distribution
declared to
shareholders

Announcement
of Bayport sale

Jun
2012

Sep
2012

Dec
2012

Mar
2013

Jun
2013

Sep
2013

Dec
2013

Mar
2014

Jun
2014

Sep
2014

Transaction Capital closing share price

P ERFORMANCE ON THE J S E
2014
1 October 2013 – 30 September 2014
Traded share prices
closing
high
low
volume weighted average (VWAP)
Closing price/net asset value per share
Price earnings ratio based on headline earnings for the year
Volume of shares traded during the year
Market capitalisation

R
R
R
R

Units
R

6.88
8.04
4.70
6.13
1.32
11.28
136 849 070
3 937 232 384
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NOTICE OF ANNUAL GENERAL MEETING
THIS NOTICE IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION

Action required
If you are in any doubt as to what action you should take arising from this notice, please consult your broker, Central Securities
Depository Participant (‘CSDP’), banker, accountant, attorney or other professional advisor immediately.
If you have disposed of all of your shares in Transaction Capital, please forward this notice to the purchaser of such shares or to the
broker, CSDP, banker, accountant, attorney or other agent through whom the disposal of your Transaction Capital shares was effected.
Transaction Capital does not accept any responsibility and will not be held liable for any failure on the part of the broker or CSDP of any
holder of dematerialised Transaction Capital shares to notify such shareholder of this notice and the annual general meeting.

TRANSACTION CAPITAL LIMITED
(Incorporated in the Republic of South Africa)
Registration number: 2002/031730/06
JSE: Code TCP ISIN: ZAE 000167391
(‘Transaction Capital’ or the ‘company’)

NOTICE TO SHAREHOLDERS OF ANNUAL GENERAL MEETING FOR THE YEAR ENDED 30 SEPTEMBER
2014 AND CONVENED IN TERMS OF SECTION 61 (7) OF THE COMPANIES ACT, NO. 71 OF 2008,
AS AMENDED (‘THE COMPANIES ACT’)
Notice is hereby given to all shareholders recorded in the company’s securities register on Friday, 20 February 2015 that the annual
general meeting of shareholders of the company (‘annual general meeting’) will be held in the William Meeting Room, Ground Floor,
Transaction Capital, 230 Jan Smuts Avenue, Dunkeld West on Friday, 27 February 2015 at 09:30 or any other adjourned or postponed
date and time determined in accordance with the provisions of sections 64(4) or 64(11)(a)(i) of the Companies Act, as read with the JSE
Limited (‘JSE’) Listings Requirements (the ‘JSE Listings Requirements’), which meeting may be attended by, participated in and voted at by
shareholders recorded in the company’s securities register as at Friday, 20 February 2015 (with the last day to trade in order to be able
to attend and vote at the annual general meeting being Friday, 13 February 2015), for the purposes of transacting the business set out
below and considering (and, if deemed fit, passing, with or without modification) the ordinary and special resolutions contained in this
notice in the manner required by the Companies Act and subject to the JSE Listings Requirements. The record date to determine which
shareholders are entitled to receive the notice annual general meeting is Friday, 16 January 2015.
This document is important and requires your immediate attention. Shareholders’ attention is drawn to the notes at the end of
this notice, which contain important information with regard to shareholders participation at the annual general meeting.
Copies of the integrated annual report containing this notice are available in English only and may be obtained from the date of issue of
this notice of annual general meeting until the date of the annual general meeting, both days inclusive, during normal business hours from
the registered office of the company and the offices of the transfer secretaries, the addresses of which are set out in the “Administration”
section of the integrated annual report and at the end of this notice.
The purpose of the annual general meeting is for the following business to be transacted and for the ordinary and special resolutions set
out below to be proposed:

A. Audited financial statements
1. To present the audited financial statements of the company and its subsidiaries (‘the group’), as envisaged in section 30 of the
Companies Act, including the directors’ report, external auditors’ report and the audit, risk and compliance committee report for the
year ended 30 September 2014.
2. To consider the report by the chief executive officer of the company.

B. Ordinary and special resolutions
To consider and, if deemed fit, to pass, with or without modification, the following special and ordinary resolutions:
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1. SPECIAL RESOLUTION NUMBER 1

Approval of non-executive directors’ and committee members’ fees
Sections 65(11), 66(8) and 66(9) of the Companies Act
Resolved that:
Subject to compliance with the requirements of the company’s memorandum of incorporation and the requirements of the Companies
Act, the following annual fees shall be paid to non-executive directors of the company for their services as directors, audit, risk and
compliance committee members and other board committee members quarterly in arrears. The fees have been determined by the
board of directors of the company (“board”) through the remuneration committee on a market related basis (with no additional
meeting attendance fees) and in accordance with the provisions set out below:
Proposed annual
fees from
January 2015
R
Directors
Chairman (including committee attendances)
Other directors

1 200 000
250 000

Audit, risk and compliance committee
Chairman
Member

350 000
150 000

Other board committees
Chairman
Member

125 000
60 000

Fees for audit, risk and compliance committee and other board committee members are in addition to board member fees

Explanation and effect of special resolution number 1, approval of non-executive directors’ and committee
members’ fees:
In terms of sections 65(11), 66(8) and 66(9) of the Companies Act, remuneration may only be paid to directors for their services as
directors in accordance with a special resolution approved by shareholders within the previous 2 (two) years and if this is not
prohibited in terms of the company’s memorandum of incorporation. The passing of this special resolution will have the effect of
approving the remuneration and the basis therefor, of each of the non-executive directors of the company and committee members up
to the year ending 30 September 2016 in accordance with section 66(9) of the Companies Act.

2. SPECIAL RESOLUTION NUMBER 2

Authority to provide financial assistance in terms of section 45 of the Companies Act
Section 45 of the Companies Act
Resolved that:
The board may, subject to compliance with the requirements of the company’s memorandum of incorporation and the requirements of
the Companies Act (including but not limited to the board being satisfied that immediately after providing the financial assistance, the
company would satisfy the solvency and liquidity test (as contemplated in section 4 of the Companies Act) and that the terms under
which the financial assistance is proposed to be given are fair and reasonable to the company), authorise the company to provide at
any time and from time to time during the period of 2 (two) years commencing on the date of the adoption of this special resolution,
direct or indirect financial assistance, including without limitation by way of loans, guarantees, the provision of security or otherwise,
as envisaged in section 45 of the Companies Act to a related or inter-related company or corporation (as such term is defined in
section 2 of the Companies Act) (subject to the provisions of section 45 of the Companies Act) provided that such financial assistance
may be granted up to a limit of R2 billion per transaction on the basis that the aggregate net outstanding financial assistance
provided in terms of section 45 of the Companies Act will not at any time exceed R4 billion.
Such authority is to endure for a period of 2 (two) years following the date on which this resolution is adopted or earlier renewal.

Explanation and effect of special resolution number 2, authority to provide financial assistance in terms of
section 45 of the Companies Act:
The reason for special resolution number 2 is to obtain approvals from the shareholders of the company to enable the company to
provide financial assistance, when the need arises, to one or more related or inter-related companies or corporations (as such term is
defined in section 2 of the Companies Act) in accordance with the provisions of section 45 of the Companies Act. The effect of
special resolution number 2 is that the company will have the necessary authority to provide financial assistance to the category of
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potential recipients as and when required but provided that the board will not approve a resolution to authorise such financial
assistance unless the directors are satisfied that:
immediately after providing the financial assistance, the company would satisfy the solvency and liquidity test as contemplated in
the Companies Act; and
the terms under which the financial assistance is proposed to be given in terms of section 44 are fair and reasonable to the
company.
The general authority from shareholders in special resolution number 2 will allow the company to continue giving financial
assistance, including, without limitation, making loans to subsidiaries as well as granting letters of support and guarantees in
appropriate circumstances, one or more related or inter-related companies, subject to the cap on the amount of this financial
assistance which may be granted, as contemplated in the special resolution. A general authorisation from shareholders avoids the
need to refer each instance to shareholders for approval with the resulting time delays and expense. If approved, this general
authority will expire at the end of 2 (two) years from the date on which this resolution is passed. There is, however, the intention to
renew the authority annually at the company’s future annual general meetings.
Notification
Shareholders are hereby notified in terms of section 45(5) of the Companies Act that the board has passed the corresponding
resolutions to take effect on the passing of this special resolution by shareholders.

3. SPECIAL RESOLUTION NUMBER 3

Authority to provide financial assistance in terms of section 44 of the Companies Act
Section 44 of the Companies Act
Resolved that:
The board may, subject to compliance with the requirements of the company’s memorandum of incorporation and the requirements of
the Companies Act (including but not limited to the board being satisfied that immediately after providing the financial assistance, the
company would satisfy the solvency and liquidity test (as contemplated in section 4 of the Companies Act) and that the terms under
which the financial assistance is proposed to be given are fair and reasonable to the company), authorise the company to provide,
at any time and from time to time during the period of 2 (two) years commencing on the date of the adoption of this special
resolution, direct or indirect financial assistance envisaged in section 44 of the Companies Act, to any person for the purpose of or in
connection with the subscription of any option, or any securities issued or to be issued by the company or a related or inter-related
company (as such term is defined in section 2 of the Companies Act) or for the purchase of any securities of the company or a
related or inter-related company, subject to the provisions of section 44 of the Companies Act, including without limitation by way of
loan, guarantees, the provision of security, the giving of indemnities, the giving of warranties, or otherwise, as envisaged in section
44 of the Companies Act.

Explanation and effect of special resolution number 3, authority to provide financial assistance in terms
of section 44 of the Companies Act:
The reason for special resolution number 3 is to obtain approvals from the shareholders of the company to enable the company to
provide financial assistance, when the need arises, to any person for the purpose of or in connection with the subscription of any
option, or any securities issued or to be issued by the company or a related or inter-related company (as such term is defined in
section 2 of the Companies Act) or for the purchase of any securities of the company or a related or inter-related company in
accordance with the provisions of section 44 of the Companies Act. The effect of special resolution number 3 is that the company will
have the necessary authority to provide financial assistance as contemplated in section 44 of the Companies Act when required but
provided that the board will not approve a resolution to authorise such financial assistance unless the directors are satisfied that:
immediately after providing the financial assistance, the company would satisfy the solvency and liquidity test as contemplated in
the Companies Act; and
the terms under which the financial assistance is proposed to be given in terms of section 44 are fair and reasonable to the
company.
The general authority from shareholders in special resolution number 3 will allow the company to give financial assistance as
envisaged in section 44 of the Companies Act, which includes without limitation, the making of loans, the giving of guarantees, the
provision of security, the giving of warranties, the giving of indemnities, or otherwise for the purpose of or in connection with the
subscription of any option, or any securities issued or to be issued by the company or a related or inter-related company (as such
term is defined in section 2 of the Companies Act) or for the purchase of any securities of the company or a related or inter-related
company in accordance with the provisions of section 44 of the Companies Act. A general authorisation from shareholders avoids
the need to refer each instance to shareholders for approval with the resulting time delays and expense. If approved, this general
authority will expire at the end of 2 (two) years from the date on which this resolution is passed. There is, however, the intention to
renew the authority annually at the company’s future annual general meetings.
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4. SPECIAL RESOLUTION NUMBER 4

General authority to repurchase securities
Sections 5.72, 5.68, 5.79 and 11.26 of the JSE Listings Requirements
Resolved that:
The directors are hereby authorised as a general authority, and as permitted in terms of clause 35 of the company’s memorandum
of incorporation, to repurchase securities issued by the company on such terms and conditions as may be determined by them subject
to the restrictions placed by the Companies Act and the following provisions of the JSE Listings Requirements:
that the company is enabled by the memorandum of incorporation to repurchase such securities;
that the repurchase of securities be effected on the open market through the order book operated by the JSE trading system and
be done without any prior understanding or arrangement between the company and the counter party (reported trades are
prohibited);
that this general authority be valid only until the next annual general meeting or for fifteen months from the date of the passing of
this resolution, whichever is the earlier date;
that an announcement be made giving such details as may be required in terms of the JSE Listings Requirements when the
company has cumulatively repurchased 3% of the initial number (the number of that class of securities in issue at the time that the
general authority is granted by the passing of this special resolution) of the relevant class of securities and for each 3% in
aggregate of the initial number of that class acquired thereafter;
at any point in time the company may only appoint one agent to effect any repurchase on the company’s behalf;
repurchases may not be made by the company and/or its subsidiaries during a prohibited period as defined by the JSE Listings
Requirements unless a repurchase programme is in place where the dates and quantities of securities to be traded during the
relevant period are fixed (not subject to variation) and has been submitted to the JSE in writing. The company will instruct an
independent third party, which makes its investment decision in relation to the company’s securities independently of, and
uninfluenced by, the company, prior to the commencement of the prohibited period to execute the repurchase programme
submitted to the JSE;
the general repurchase of securities shall not, in the aggregate, in any one financial year, exceed 20% of the company’s issued
capital of that class in any one financial year;
in terms of the Companies Act, a maximum of 10% in aggregate of the company’s issued capital may be repurchased by the
subsidiaries of the company;
the repurchase of securities may not be made at a price greater than 10% above the weighted average of the market value of the
securities as determined over the five business days immediately preceding the date on which the transaction is effected. The JSE
will be consulted for a ruling if the company’s securities have not traded in such five business day period;
if the company enters into derivative transactions that may or will result in the repurchase of securities in terms of this general
authority, such transactions will be subject to the requirements in the first, third, fifth, sixth and seventh bullets above, and the
provisions of the JSE Listings Requirements including, inter alia, the following requirements:
(a) the strike price of any put option written by the company less the value of the premium received by the company for that put
option may not be greater than the fair value of a forward agreement based on a spot price not greater than the maximum
price in the ninth bullet above;
(b) the strike price and any call option may be greater than the maximum price in the ninth bullet above at the time of entering
into the derivative agreement, but the company may not exercise the call option if it is more than 10% “out the money”; and
(c) the strike price of the forward agreement may be greater than the maximum price (in the ninth bullet above) but limited to the
fair value of a forward agreement calculated from a spot price not greater than the maximum price in the ninth bullet above;
and
the board must pass a resolution that they authorised the repurchase and that the company and its subsidiaries have passed the
solvency and liquidity test as set out in section 4 of the Companies Act, and that since the test was done there have been no
material changes to the financial position of the group.
The directors are of the opinion that, after considering the effect of the maximum repurchase permitted and for a period of twelve
months after the date of this notice of annual general meeting:
the assets of the company and the group, as fairly valued, equal or exceed the liabilities of the company and the group, as fairly
valued. For this purpose the assets and liabilities are recognised and measured in accordance with the accounting policies used
in the latest audited consolidated annual financial statements, which comply with the Companies Act;
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it appears that the company and the group will be able, in the ordinary course of business, to pay their debts as they become
due in the ordinary course of business for a period of twelve months after the date on which the test is considered;
working capital of the company and the group will be adequate for ordinary business purposes; and
share capital and reserves of the company and the group will be adequate for ordinary business purposes.

Explanation and effect of special resolution number 4, general authority to repurchase securities:
The explanation for special resolution number 4 is to grant the board the general authority and requisite approval to enable and
facilitate the acquisition by the company of the company’s own securities, subject to the provisions of the memorandum of
incorporation of the company, the Companies Act and the JSE Listings Requirements. The effect of special resolution number 4 is that
the company is authorised to repurchase its own securities at any time while the general authority exists, in compliance with the
provisions of the JSE Listings Requirements, the Companies Act and the memorandum of incorporation of the company. Please see
additional information to consider in respect of this special resolution in the section of this notice marked “Additional Information,
Record Dates, Voting, Proxies And Electronic Participation” on page 107 of this notice of annual general meeting.
This general authority to acquire the company’s securities replaces the general authority granted by the shareholders at the previous
annual general meeting of the company held on 4 March 2014.
It is recorded that at present, the board has no specific intention with regard to the utilisation of the general authority which is the
subject of special resolution number 4.

5. SPECIAL RESOLUTION NUMBER 5

Specific authority to repurchase securities of the company
Resolved that:
The company is authorised, by way of specific authority, to repurchase 2 642 883 shares which are held as treasury shares by
TC Treasury Proprietary Limited (Registration No. 2007/001197/07) (‘TC Treasury’), at a purchase price of the 30 business days
volume weighted average price per share on the day prior to the specific repurchase of shares, subject to the applicable
requirements of the company’s memorandum of incorporation, the provisions of the Companies Act (and any other applicable laws
of the Republic of South Africa) and the JSE Listings Requirements (“Specific Repurchase”).
The board is of the opinion that after considering the effect of the Specific Repurchase, the provisions of Section 4 and Section 48
of the Companies Act have been complied with and that:
the company and the group are in a position to repay their debt in the ordinary course of business for a period of 12 months
following the Specific Repurchase;
the company’s and the group’s assets will be in excess of the liabilities of the company and the group for a period of 12 months
following the Specific Repurchase. For this purpose the assets and liabilities are recognised and measured in accordance with the
accounting policies used in the latest audited consolidated annual financial statements, which comply with the Companies Act;
the share capital and reserves of the company and the group are adequate for a period of 12 months following the Specific
Repurchase; and
the available working capital of the company and the group will be adequate for ordinary business purposes for a period of
12 months following the Specific Repurchase.
A resolution by the board has been passed in accordance with the requirements of the Companies Act, stating that the board has
authorised the Specific Repurchase, has applied the solvency and liquidity test and has concluded that the Company and the group
will satisfy the solvency and liquidity test immediately after the Specific Repurchase.
The company will not repurchase securities during a prohibited period, as defined in paragraph 3.67 of the JSE Listings
Requirements, unless a repurchase programme is in place in terms of which the dates and quantities of securities to be traded during
the relevant period are fixed (not subject to any variation), and has been submitted to the JSE in writing. The company will instruct an
independent third party, which makes its investment decisions in relation to the company’s securities independently of, and
uninfluenced by, the company, prior to the commencement of the prohibited period to execute the repurchase programme submitted
to the JSE.

Explanation and effect of special resolution number 5, specific authority to repurchase securities of the
company:
The explanation for special resolution number 5 is to authorise and approve the company’s repurchase 2 642 883 shares which are
held as treasury shares by TC Treasury upon such terms and conditions subject to limitations and other provisions contained herein,
in the Companies Act, the memorandum of incorporation of the company and the JSE Listings Requirements.
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As at the last practicable date, being 22 January 2015, the 2 642 883 shares, which are held as treasury shares by TC Treasury
constitute 0.46%% of the issued share capital of the company (“the treasury shares”). The board has resolved that the company
repurchase the treasury shares held by TC Treasury in order to eliminate circular dividends flows and accounting complexities arising
from treasury shares.
It is anticipated the Specific Repurchase will be effected on or about 2 March 2015. On such date, the treasury shares will be
cancelled as issued shares and restored to the status of authorised but unissued shares in the share capital of the company. In order
to effect the Specific Repurchase, it is necessary for the shareholders of the company to pass a special resolution in accordance with
the provisions of the Companies Act as amended, and in terms of the requirements of the JSE Listings Requirements and clause 35 of
the company’s memorandum of incorporation. The votes attaching to the treasury shares held by TC Treasury, its directors and their
associates, will not be counted for the purposes of determining the results of the voting on this special resolution.
Once the Specific Repurchase has been implemented, there will be no treasury shares held by TC Treasury. The JSE will be requested
to terminate the listing of the shares, which are the subject of the Specific Repurchase, following its implementation.
The Specific Repurchase will be effected by way of an inter-company loan. The value of the loan will only be known on the date that
the Specific Repurchase is effected.
As the Specific Repurchase will constitute an intra-group transaction and the financial effect on group’s earnings per share, headline
earnings per share, net asset value per share and net tangible asset value per share will be confined to the costs of the JSE
documentation fee referred to below, which are considered negligible.
The costs that will be incurred in respect of this transaction will be JSE documentation fees of R18 518,63 and the sponsor fee
amounting to R100 000 (excluding VAT), totalling R118 518.63. In addition, Securities Transfer Tax of 0.25% of the purchase price
of the shares will be paid to the South African Revenue Service (“SARS”) by the 14th day of the month following the month during
which Specific Repurchase will take place.
The directors of the company, and their function, are detailed on pages 36 to 39 of the company’s integrated annual report as at the
last practicable date, being 22 January 2015. The directors of TC Treasury are David Hurwitz and Mark Herskovits as detailed in
the above reference.
Details of repurchased equity securities are set out on page 3 of the annual financial statements.
Please see additional information to consider in respect of this special resolution in the section of this notice marked “Additional
Information, Record Dates, Voting, Proxies And Electronic Participation” on page 107 of this notice of annual general meeting

6. SPECIAL RESOLUTION NUMBER 6

General authority to allot and issue authorised but unissued securities for cash
Section 5.52 of the JSE Listings Requirements as read with clause 19.9 of the memorandum of incorporation
Resolved that:
The directors are hereby authorised as a general authority, to allot and issue the authorised but unissued securities for cash, upon
such terms and conditions and to such persons as they in their discretion may determine, subject to the provisions of the Companies
Act, the memorandum of incorporation of the company and the JSE Listings Requirements provided that:
the securities be of a class already in issue or, where this is not the case, must be limited to such securities or rights that are
convertible into a class already in issue;
securities may only be issued to public shareholders as defined in the JSE Listings Requirements, and not to related parties, unless
the JSE agrees otherwise;
the securities which are the subject of general issues for cash:
in the aggregate in any one financial year may not exceed 15% of the company’s equity securities in issue of that class as at
the date of the passing of the notice of the annual general meeting, limited to 75 million ordinary shares, provided that such
authorisation be valid only until the next annual general meeting or fifteen months from the date of passing the resolution,
whichever is the earlier date;
○ the calculation of the company’s listed equity securities must be a factual assessment of the company’s listed equity securities as
at the date of the notice of the annual general meeting, excluding treasury shares;
○ the specific number of shares representing the number up to 15% of the company’s listed equity securities as at the date of the
notice of the annual general meeting must be included as a number in the resolution seeking the general issue for cash
authority;
○ any equity securities issued under the authority during the period contemplated in the first bullet above must be deducted from
such number in the third bullet above; and
○
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○

in the event of a sub-division or consolidation of the issued equity securities during the period contemplated in the first bullet
above, the existing authority must be adjusted accordingly to represent the same allocation ratio.

the maximum discount at which such securities may be issued or sold, as the case may be, is 10% of the weighted average
traded price of such securities on the JSE over the 30 business days preceding the date that the price of the issue is agreed
between the company and the party subscribing for the securities;
any such general issues are subject to exchange control regulations and approval at that point in time;
a SENS announcement giving full details, including the impact on net asset value, net tangible asset value, earnings and headline
earnings per security (and if applicable, diluted earnings and diluted headline earnings per security) will be published at the time
of any issue representing, on a cumulative basis within a financial year, 5% or more of the number of securities in issue prior to
the issue; and
this authority includes any options/convertible securities that are convertible into an existing class of equity securities.

Explanation and effect of special resolution number 6, general authority to allot and issue authorised but
unissued securities:
The explanation for special resolution number 6 is to authorise and approve the company’s allotment and issue of authorised but
unissued securities by the board upon such terms and conditions and to such persons as they in their discretion may determine
subject to limitations and other provisions contained herein, in the Companies Act, the memorandum of incorporation of the company
and the JSE Listings Requirements.
In terms of the JSE Listings Requirements in order to be adopted, this resolution is ordinarily passed as an ordinary resolution adopted
by achieving a 75% majority of the votes cast. In terms of clause 19.9 of the company’s memorandum of incorporation, for so long
as the company is listed on the JSE, if any of the JSE Listings Requirements require an ordinary resolution to be passed with a 75%
majority, the resolution shall instead be required to be passed by a special resolution. Accordingly this general authority to issue
securities for cash is being obtained as a special resolution.

7. ORDINARY RESOLUTION NUMBER 1

Re-election of directors
Resolved that:
The following directors, who retire in terms of the company’s memorandum of incorporation, and who, being eligible, have offered
themselves for re-election, be re-elected in terms of section 68(2)(a) of the Companies Act, each by way of a separate vote:
1. D Hurwitz
2. P Langeni
3. S Zagnoev
The following director, who was appointed to the board during the year, retires automatically at this meeting, and who, being
eligible, has offered himself for re-election, be elected by way of a separate vote in terms of section 68(2)(a) of the Companies Act:
1. M Herskovits
The date of appointment, educational qualifications, other significant directorships and details of appointments to company and
board committees are given on pages 36 to 39 of the integrated annual report, of which this notice forms part, for each director
standing for re-election.

Explanation and effects of ordinary resolution number 1, re-election of directors:
In terms of clause 21.2 of the company’s memorandum of incorporation one third of the non-executive directors retire annually by
rotation and all directors who have held office for three years since their last election or appointment also retire. The directors retiring
at the annual general meeting have indicated their willingness to stand for re-election.
Directors who were appointed/co-opted subsequent to the last annual general meeting retire at the following meeting. This director
has indicated his willingness to stand for election.
The re- election of each of the aforementioned directors must be voted on by way of separate ordinary resolutions.
The directors have reviewed the composition of the board and recommend the re-election of each of D Hurwitz, P Langeni,
S Zagnoev and M Herskovits which will enable the company, inter alia, to:
responsibly maintain a mixture of business skills and experience relevant to the company and the group and balance the
requirements of transformation, continuity and succession planning; and
comply with corporate governance requirements, in respect of the balance of executive, non-executive and independent directors
on the board.
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ORDINARY RESOLUTION NUMBER 2

Non-binding advisory vote on remuneration policy
Resolved that:
The company’s remuneration policy be and is hereby endorsed by way of a non-binding advisory vote.

Explanation and effect of ordinary resolution number 2, non-binding advisory vote on remuneration policy:
The company is required in terms of the King Code on Governance Principles for South Africa 2009 to put the company’s
remuneration policy to shareholders who can vote thereon in a non-binding advisory capacity.

9.

ORDINARY RESOLUTION NUMBER 3

Appointment of members of audit, risk and compliance committee
Section 94(2) of the Companies Act
Resolved that:
In terms of section 94 of the Companies Act at each annual general meeting the shareholders must elect an audit committee
comprising at least 3 (three) members, each of whom must satisfy the requirements set out in the Companies Act and regulations to
the Companies Act. The following independent non-executive directors of the company, each of whom meet the required criteria for
a member of the audit, risk and compliance committee stipulated in the memorandum of incorporation of the company, are each
elected as a member of the audit, risk and compliance committee, by way of a separate vote, until the next annual general
meeting of the shareholders of the company, subject to the provisions of the memorandum of incorporation of the company and the
Companies Act:
1. D Woollam
2. C Seabrooke
3. P Langeni

Explanation and effects of ordinary resolution number 3, appointment of members of the audit, risk and
compliance committee:
All public companies are required to have an audit committee comprising at least three persons who are independent nonexecutive directors and eligible in terms of section 94 of the Companies Act. In terms of section 94(2) of the Companies Act, an
audit committee must be elected annually at the annual general meeting of a public company. The section 94 requirements of the
Companies Act are fulfilled by the audit, risk and compliance committee.
The election of each of the aforementioned independent non-executive directors as audit, risk and compliance committee members
will be voted upon by way of separate ordinary resolutions.

10. ORDINARY RESOLUTION NUMBER 4

Appointment of auditors
Sections 90 and 94(7) of the Companies Act
Resolved that:
On recommendation of the current audit, risk and compliance committee, as envisaged in section 94(7)(a) of the Companies Act,
Deloitte & Touche (with R Duffy as the lead audit partner) be re-appointed as the independent external auditors of the company
until the conclusion of the next annual general meeting of the company, it being recorded that such appointment be in accordance
with the provisions of clause 18 of the company’s memorandum of incorporation.

Explanation and effect of resolution number 4, appointment of auditors:
In terms of section 90(1) of the Companies Act, a public company is to appoint an auditor each year at its annual general
meeting. The effect of this ordinary resolution will be to re-appoint Deloitte & Touche, as auditors for the company, with R Duffy as
the lead audit partner, in accordance with the terms of the company’s memorandum of incorporation.
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11. ORDINARY RESOLUTION NUMBER 5

Issue of securities for acquisitions in circumstances other than those covered by special
resolution number 5
Resolved that:
The authorised but unissued ordinary shares in the capital of the company be and are hereby placed under the control and
authority of the board until the conclusion of the next annual general meeting, and that the board be and are hereby authorised
and empowered to issue such unissued ordinary shares as consideration for acquisitions in any way they may deem fit, subject to:
11.1. the memorandum of incorporation of the company, the Companies Act and the JSE Listings Requirements, where
applicable;
11.2. such issue being an issue only for securities of a class already in issue or where this is not the case, such issue must be
limited to such securities or rights that are convertible into securities of a class already in issue; and
11.3. the board’s authority in terms hereof is limited to a maximum of 28 613 606 (twenty eight million six hundred and
thirteen thousand six hundred and six) ordinary shares, being 5% of the ordinary shares in issue as at the date of issue
of this notice.

Explanation and effect of ordinary resolution number 5, issue of securities for acquisitions in circumstances
other than those covered by special resolution number 5:
For listed entities wishing to issue securities for acquisitions, it is necessary for the board not only to obtain the prior authority of
the shareholders as may be required in terms of the memorandum of incorporation of the company, but it is also necessary to
obtain the prior authority of shareholders in accordance with the JSE Listings Requirements. This ordinary resolution number 5 is
accordingly to obtain a general authority from shareholders authorising the directors to issue authorised (but unissued) ordinary
securities for acquisitions in compliance with the JSE Listings Requirements.

12. ORDINARY RESOLUTION NUMBER 6

Authority to act
Resolved that:
Any director of the company or the company secretary, all with the power of substitution, be and is hereby authorised to carry out
and to do all such things and matters as may be or are necessary in connection with the above aforesaid resolutions and which
may be required to give effect to such aforesaid resolutions including without limitation being authorised to make, amend and sign
all and any such necessary documents, letters, applications, announcements and affidavits as may be required for purposes of
and in connection with the resolutions and giving effect to them and including Companies and Intellectual Property Commission
forms that may be required.

Explanation and effect of ordinary resolution number 6, authority to act:
Ordinary resolution number 6 grants authority to any director or the company secretary to carry out, execute all documents and
do all such things as he may in his discretion consider necessary or appropriate in connection with and to implement and give
effect to the ordinary and special resolutions above.

C.

Other business
To transact any other business that may be transacted at an annual general meeting.

D.

Report relating to the social and ethics committee to the annual general meeting
This report is contained on page 9 of the annual financial statements. The chairperson of the committee will be available at the
meeting to answer any questions thereon.

E.

Trading update
A verbal trading update, to be presented by the CEO of the company at the annual general meeting, will simultaneously be
released on SENS.
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ADDITIONAL INFORMATION, RECORD DATES, VOTING, PRO X IES
AND ELECTRONIC PARTICIPATION

Disclosure in terms of paragraph 11.23 and 11.26 of the JSE Listings Requirements
Directors’ interest in securities – The direct and indirect, beneficial and non-beneficial ownership of the directors in the ordinary shares
of the company as at the last practicable date, being 22 January 2015, is as follows:

Director
Executive directors
Indirect, non-beneficial @
D M Hurwitz
J M Jawno
M P Mendelowitz
R Rossi
Direct, beneficial
D M Hurwitz
M D Herskovits
Non-executive directors
Indirect, non-beneficial @
P Langeni
C Seabrooke
D Tabata
S Zagnoev*
Direct, beneficial
D F Woollam
Percentage of issued shares

Last
Practicable
Date#
‘000

Shareholding
(%)

6 605
82 207
82 207
82 207

1
14
14
14

125
839

30 September
2014#
‘000

6
82
82
82

Shareholding
(%)

605
207
207
207

1
14
14
14

<1
<1

125
839

<1
<1

–
3 000
–
43 787

–
<1
–
8

5
2 000
–
52 443

–
<1
–
9

1 450

<1

1 150

<1

302 427

309 778

52.9%

54.1%

@ Indirect non-beneficial holdings comprise shares held in discretionary trusts or other entities not directly owned by directors.
* Representing Ethos Private Equity Fund V comprising various private equity investors on whose behalf he is a partner.

M Lamberti, S Kark and K Ntumba resigned as directors of the company during the last 18 months, and did not hold any shares in
the company as at the last practicable date and 30 September 2014.
Major shareholders – the table below depicts the shareholders, other than directors, that directly or indirectly own a beneficial interest
of 5% or more in the share capital of the company as at the last practicable date being, 22 January 2015:
#
‘000

Shareholding
(%)

56 625
43 787
42 761

10
8
7

143 173

25

Shareholder
Old Mutual Life Assurance Co. South Africa Ltd.
Ethos Private Equity
Allan Gray Proprietary Limited

Share capital of the company
The table below sets out the authorised and issued ordinary share capital of the company:
Detail

Prior to Specific
Repurchase

Specific Repurchase

Post Specific
Repurchase

Authorised share capital:

1 000 000 000
ordinary shares

–

1 000 000 000
ordinary shares

Issued share capital:

572 272 130
ordinary shares

(2 642 883)
ordinary shares

569 629 247
ordinary shares

Value of Share Capital and Share premium

R498 million

(R2.3 million)*

R495.7 million

* The reduction in the Share Capital and Share Premium of the company constitutes a reduction in the “contributed tax capital” (as defined in section 1 of the Income
5BY"DU  BTBNFOEFE 5IFCBMBODFPGUIFQVSDIBTFQSJDFUPCFQBJEGPSUIF4QFDJGJD3FQVSDIBTFXJMMCFGVOEFEPVUPGSFUBJOFEJODPNFBOEXJMMDPOTUJUVUFB
dividend as defined in section 1 of the said Act.
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After the Specific Repurchase is completed, no further treasury shares will be in issue.
Details of the Preference Share Capital of the company can be found on page 78 of the annual financial statements. No preference
shares are currently in issue.

Material change
There have been no material changes in the financial or trading position of company and the group that has occurred from the financial
year ended 30 September 2014 to the last practicable date being, 22 January 2015, prior to the date of issue of this notice.

Directors’ responsibility statement
The directors, whose names are given on pages 36 to 39 of the company’s integrated annual report, collectively and individually accept
full responsibility for the accuracy of the information:
pertaining to special resolution 4 and 5 and certify that, to the best of their knowledge and belief, no facts have been omitted that
would make any statement false or misleading, and that all reasonable enquiries to ascertain such facts have been made and that this
resolution and additional disclosure in terms of paragraph 11.23 of the JSE Listings Requirements pertaining thereto contain all such
information required by law and the JSE Listings Requirements; and
in relation to the company given in this notice of annual general meeting under the special resolution number 5 and certify that to the
best of their knowledge and belief no material facts have been omitted which would make any statement given under this resolution
false or misleading, that all reasonable enquiries to ascertain such facts have been made and that the information given under this
heading contains all the information required by the JSE Listings Requirements.

Consent
Deutsche Securities (SA) Proprietary Limited has provided its written consent to act in the capacity of sponsor in respect of this matter and
to their names being stated as such in the integrated annual report, of which this notice forms part and have not withdrawn their consent
prior to the publication of the integrated annual report.

Documents available for inspection
The following documents will be available for inspection at the registered office of the company from 13 February 2015 to
27 February 2015:
Transaction Capital and TC Treasury’s memoranda of incorporation;
the audited Annual Financial Statements of the company and the group for the financial years ended 30 September 2014,
30 September 2013 and 30 September 2012; and
Deutsche Securities (SA) Proprietary Limited’s consent letter.

Record dates
The record date on which shareholders must be recorded as such in the register of shareholders of the company for the purposes of
receiving notice of this annual general meeting is Friday, 16 January 2015.
The record date on which shareholders must be recorded as such in the register of shareholders of the company for the purposes of
being entitled to attend, participate and vote at the annual general meeting is Friday, 20 February 2015.
The last day to trade in the company’s shares for the purpose of being entitled to attend, participate and vote at the annual general
meeting is Friday, 13 February 2015.

Attendance, voting and proxies
1.

In terms of the JSE Listings Requirements, as read with the Companies Act, 75% of the votes cast by equities securities holders
present or represented by proxy at the meeting must be cast in favour of the above special resolutions for them to be approved.

2.

In terms of the Companies Act and save where the contrary is specified in this notice, a majority of the votes cast by shareholders
present or represented by proxy at the meeting must be cast in favour of the ordinary resolution for it to be approved.

3.

In terms of the company’s memorandum of incorporation, on a show of hands each shareholder, or proxy as the case may be,
entitled to vote shall have one vote, irrespective of the number of securities held by that person or proxy, as the case may be. On a
poll, every person entitled to vote shall have the number of votes determined in accordance with the voting rights associated with
the securities in question which, for clarity, shall be one vote for every ordinary share held.

4.

Shareholders who have not dematerialised their shares or who have dematerialised their shares with “own-name” registration are entitled:

4.1. to attend, participate and vote at the annual general meeting in person; or alternatively
4.2. at any time, to appoint any individual, including an individual who is not a shareholder of the company, as a proxy to participate
in, and speak at and vote at, the annual general meeting on behalf of the shareholder by completing the form of proxy which is
attached to this notice and delivering it as contemplated in paragraph 6 below.
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5.

The person so appointed need not be a shareholder of the company. Forms of proxy must be forwarded to reach the company’s
transfer secretaries by delivering it to Computershare Investor Services Proprietary Limited, 70 Marshall Street, Johannesburg,
2001, or posting it to the transfer secretaries at PO Box 61763, Marshalltown, 2107, South Africa, so as to be received by them
preferably by no later than 09:30 on Thursday, 26 February 2015. Any form of proxy not handed to the transfer secretaries at this
time may be handed up to the chairman of the annual general meeting at any time before the proxy exercises any rights of the
shareholder at the annual general meeting.

6.

Forms of proxy must only be completed by shareholders who have dematerialised their shares with “own-name” registration or who
have not dematerialised their shares.

7.

Shareholders who have dematerialised their shares, other than those shareholders who have dematerialised their shares with
“own-name” registration, who are unable to attend the annual general meeting but wish to be represented thereat, must not
complete the attached form of proxy, but must instead, contact their CSDP or broker (as the case may be) in the manner and time
stipulated in the agreement entered into by such shareholder and the CSDP or broker (as the case may be) to furnish the CSDP or
broker (as the case may be) with their voting instructions and in the event that such shareholders wish to attend the annual general
meeting, to obtain the necessary letter of representation from their CSDP or broker (as the case may be).

8.

The memorandum of incorporation of the company, in accordance with subsection 62(3)(e)(i) of the Companies Act, restricts the
number of proxies that may be appointed to 1 per shareholder and in accordance with the provisions of subsection 58(3)(b)
restricts the ability for a proxy to delegate his/her authority to another person.

9.

Before any person may attend or participate in the annual general meeting, the person must present reasonably satisfactory
identification in terms of section 63(1)(a) of the Companies Act. The company will regard presentation by a participant of an
original valid driver’s license, identity document or passport to be satisfactory identification.

Electronic participation
Shareholders or their duly appointed proxies will be given the right, as authorised in the memorandum of incorporation and in
accordance with the provisions of the Companies Act, to participate by way of electronic communication at the annual general meeting
by way of dialling into telephone conference facilities.
Shareholders or their duly appointed proxies who wish to participate by way of electronic communication must apply to the transfer
secretaries by completing and submitting the application form (enclosing the documents referred to in the application form) attached to
this notice to the transfer secretaries at Computershare Investor Services Proprietary Limited by delivering it to 70 Marshall Street,
Johannesburg, 2001 or posting it to the transfer secretaries at PO Box 61763, Marshalltown, 2107, South Africa or emailing it at
roneng@transactioncapital.co.za or facsimileing it at fax no +27 049 6899, to be received by them by no later than 12:00 on Friday,
20 February 2015.
By no later than 14:00 on Thursday, 26 February 2015, shareholders or their duly appointed proxies will be advised by email,
telephone call or text message of the relevant telephone number and access code to allow them to dial in and participate electronically
in the annual general meeting.
Shareholders, or their proxies, may not vote electronically. If they wish to vote at the annual general meeting, such parties must complete
and deliver the proxy form attached to this notice (and must comply with the notes and instructions contained in the proxy form in this
regard) or contact their CSDP if they wish to have their vote counted and are not able to attend the meeting in person and vote in person.
Shareholders and their proxies must take note that the cost of the electronic communication facilities will be for the account of the
company although the cost of the shareholder’s telephone call will be for his/her/its own expense.
By order of the board of directors of the company.
Ronen Goldstein
Company secretary
Transaction Capital Limited
27 January 2015
Registered office
Transaction Capital
230 Jan Smuts Avenue
Dunkeld West
Johannesburg
2196

Transfer Secretaries
Computershare Investor Services Proprietary Limited
(Registration number 2004/003647/07)
Ground Floor, 70 Marshall Street
Johannesburg, 2001
(PO Box 61763, Marshalltown, 2107)
South Africa
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NOTES TO FORM OF PROXY
(including a summary of rights, stated in bold, in terms of section 58 of the Companies Act, 71 0F 2008, as amended
(the “Companies Act’)
In terms of section 58 of the Companies Act, 2008 (as amended) (the
‘Companies Act’):
1.1

a shareholder may, at any time and in accordance with the provisions
of section 58 of the Companies Act, appoint any individual (including
an individual who is not a shareholder) as a proxy to participate in,
and speak and vote at the annual general meeting on behalf of such
Shareholder (section 58(1)(b));

1.2

a proxy may delegate her or his authority to act on behalf of a
shareholder to another person, subject to any restriction set out in the
instrument appointing such proxy (‘Proxy Instrument’) (section 58(3)
(b)) (but see note 16);

1.3

3.

A shareholder’s instructions to the proxy must be indicated by the
insertion of the relevant number of votes exercisable by the shareholder
in the appropriate space provided.

4.

Failure to comply with the above will be deemed to authorise and direct
the chairman of the annual general meeting, if the chairman is the
authorised proxy, to vote in favour of the resolutions, or the proxy to
vote or abstain from voting at the annual general meeting as he/she
deems fit, in respect of all the shareholder’s votes exercisable at the
annual general meeting.

5.

Completed forms of proxy and the authority (if any) under which they
are signed must be lodged with or posted to the transfer secretaries:
Computershare Investor Services (Pty) Limited, Ground Floor,
70 Marshall Street, Johannesburg, 2001 (PO Box 61051,
Marshalltown, 2107) to be received preferably by no later than 09:30
on Thursday, 26 February 2015 (24 hours prior to the annual general
meeting) or handed to the chairman of the annual general meeting at
any time before the appointed proxy exercise/s any of the relevant
shareholder’s rights at the annual general meeting (or at any time before
any adjournment or postponement of the annual general meeting).

6.

The completion and lodging of this form of proxy will not preclude the
relevant shareholder from attending the annual general meeting and
speaking and voting in person thereat to the exclusion of the proxy
appointed in terms hereof, should such shareholder wish to do so.

irrespective of the form of the Proxy Instrument:

1.3.1 the appointment of a proxy is suspended at any time and to the extent
that the relevant shareholder chooses to act directly and in person in the
exercise of any of such shareholder’s rights as a shareholder (see note
5) (section 58(4)(a));
1.3.2 any appointment by a shareholder of a proxy is revocable, unless the
Proxy Instrument states otherwise (section 58(4)(b)); and
1.3.3 if an appointment of a proxy is revocable, a shareholder may revoke
the proxy appointment by: (i) cancelling it in writing, or making a later
inconsistent appointment of a proxy and (ii) delivering a copy of the
revocation instrument to the proxy and to the Company (section 58(4)
(c)).
1.4

1.5

1.6

1.7

7.

a proxy appointed by a shareholder is entitled to exercise, or abstain
from exercising, any voting right of such shareholder without direction,
except to the extent that the company’s memorandum of incorporation,
or the Proxy Instrument, provides otherwise (section 58(7))(see note 3).

The chairman of the annual general meeting may accept or reject any
form of proxy not completed and/or received in accordance with these
notes or with the memorandum of incorporation of the company.

8.

the revocation of a proxy appointment constitutes a complete and final
cancellation of the proxy’s authority to act on behalf of the shareholder
as of the later of the date stated in the revocation instrument, if any, or
the date on which the revocation instrument was delivered as
contemplated in paragraph 1.3.3 above (section 58(5));

Any alteration or correction made to this form of proxy must be initialled
by the signatory/ies. Any insertion, deletion, alteration or correction
made to the form of proxy but not complying with the aforegoing will be
deemed not to have been validly effected.

9.

Documentary evidence establishing the authority of a person signing this
form of proxy in a representative capacity (e.g. for a company, close
corporation, trust, pension fund deceased estate, etc.) must be attached
to this form of proxy, unless previously recorded by Transaction Capital
or the transfer secretaries.

10.

Section 63(1) of the Companies Act requires that meeting participants
provide reasonably satisfactory identification. The company will regard
presentation of a participant’s original valid drivers’ license, identity
document or passport to be satisfactory identification.

11.

Where this form of proxy is signed under power of attorney, such power
of attorney must accompany this form of proxy, unless it has been
registered by Transaction Capital or the transfer secretaries or waived
by the chairman of the annual general meeting.

12.

Where shares are held jointly, all joint shareholders are required to sign
this form of proxy.

13.

A shareholder who is a minor must be assisted by his/her parent/
guardian, unless the relevant documents establishing his/her legal
capacity are produced or have been registered by Transaction Capital
or the transfer secretaries.

14.

Dematerialised shareholders who do not own shares in “own-name”
dematerialised form and who wish to attend the annual general
meeting, or to vote by way of proxy, must contact their CSDP, broker or
nominee who will furnish them with the necessary letter of representation
to attend the annual general meeting or to be represented thereat by
proxy. This must be done in terms of the agreement between the
shareholder and his/her CSDP, broker or nominee.

15.

This form of proxy shall be valid at any resumption of an adjourned or
postponed annual general meeting to which it relates, although this form
of proxy shall not be used at the resumption of an adjourned or
postponed annual general meeting if it could not have been used at the
annual general meeting from which it was adjourned or postponed for
any reason other than it was not lodged timeously for the meeting from
which the adjournment took place. This form of proxy shall, in addition
to the authority conferred by the Companies Act, except insofar as it
provides otherwise, be deemed to confer the power generally to act at
the annual general meeting, and subject to any specific direction
contained in this form of proxy as to the manner of voting.

16.

A vote given in accordance with the terms of an instrument of proxy
shall be valid, notwithstanding the death or mental disorder of the
principal or revocation of the proxy or of the authority under which the
proxy was executed, provided that no notification in writing of such
death, mental disorder, revocation or transfer as aforesaid shall have
been received by the transfer secretaries before the commencement of
the annual general meeting or adjourned annual general meeting at
which the proxy is used.

17.

Any proxy appointed in terms of this form of proxy may not delegate
his/her authority to act on behalf of the relevant shareholder.

if the Proxy Instrument has been delivered to a Company, as long as
that appointment remains in effect, any notice required by the
Companies Act or the company’s memorandum of incorporation to be
delivered by the company to the shareholder must be delivered by the
company to the shareholder (section 58(6)(a)), or the proxy or proxies,
if the shareholder has directed the company to do so in writing and
paid any reasonable fee charged by the company for doing so (section
58(6)(b));
if the company issues an invitation to shareholders to appoint one or
more persons named by the company as a proxy, or supplies a form of
Proxy Instrument:

1.7.1 the invitation must be sent to every shareholder entitled to notice of the
annual general meeting at which the proxy is intended to be exercised
(section 58(8 (a)); and
1.7.2 the invitation or form of Proxy Instrument supplied by the company must:
1.7.2.1 bear a reasonably prominent summary of the rights established in
section 58 of the Companies Act (section 58(8)(b)(i));
1.7.2.2 contain adequate blank space, immediately preceding the name(s) of
any person(s) named in it, to enable a shareholder to write the name,
and if desired, an alternative name of a proxy chosen by the
shareholder (section 58(8)(b)(ii)); and
1.7.2.3 provide adequate space for the shareholder to indicate whether the
appointed proxy is to vote in favour of or against any resolution(s) to
be put at the annual general meeting, or is to abstain from voting
(section 58(8)(b)(iii));
1.8

the company must not require that the proxy appointment be made
irrevocable (section 58(8)(c)); and

1.9

the proxy appointment remains valid only until the end of the annual
general meeting at which it was intended to be used, subject to
paragraph 1.5 above.

Notes:
1.
Each shareholder is entitled to appoint one proxy (who need not be a
shareholder of Transaction Capital) to attend, speak and vote (or
abstain from voting) in place of that shareholder at the annual general
meeting.
2.

A shareholder may insert the name of a proxy or the names of two
alternative proxies of the shareholder’s choice (in the event that the
appointed proxy is unable to act) in the space/s provided with or
without deleting “the chairman of the annual general meeting” but the
shareholder must initial any such deletion. The person whose name
stands first on this form of proxy and who is present at the annual
general meeting will be entitled to act as proxy to the exclusion of those
whose names follow, it being recorded that the memorandum of
incorporation of the company prohibits a shareholder from appointing
more than 1 (one) proxy.

In terms of the memorandum of incorporation of the company, unless
revoked, an appointment of a proxy pursuant to this form of proxy
remains valid for 1 (one) year from the date upon which it was signed.
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FORM OF PROXY
TRANSACTION CAPITAL LIMITED
(Incorporated in the Republic of South Africa)
Registration number: 2002/031730/06
JSE: Code TCP ISIN: ZAE 000167391
(the ‘company’)

FORM OF PROXY
For use by certificated shareholders and own-name dematerialised shareholders only. All other dematerialised shareholders must
contact their CSDP or broker to make the relevant arrangements concerning voting and/or attendance at the annual general meeting.
l/We (Full names in BLOCK LETTERS)
of (address in BLOCK LETTERS)
being (a) registered shareholder(s) of the company holding

ordinary shares in the company hereby appoint:

(i) (full names in BLOCK LETTERS)
of (address in BLOCK LETTERS)

or, failing him/her,

(ii) (full names in BLOCK LETTERS)
of (address in BLOCK LETTERS)
or, failing him/her, the chairman of the annual general meeting, as my/our proxy to participate in, speak and vote (whether by polling
or by show of hands) for me/us and on my/our behalf at the annual general meeting of the company to be held at the William Meeting
Room, Ground Floor, Transaction Capital, 230 Jan Smuts Avenue, Dunkeld West on Friday, 27 February 2015 and at any adjournment(s)
thereof, and to vote or abstain from voting on the ordinary and special resolutions to be proposed at such meeting as follows:

R ESOLUTIONS
In favour Against

Abstain

Special resolution number 1 – Approval of directors’ and committee members’ fees
Special resolution number 2 – Authority to provide financial assistance in terms of section 45 of the Companies Act
Special resolution number 3 – Authority to provide financial assistance in terms of section 44 of the Companies Act
Special resolution number 4 – General authority to repurchase securities
Special resolution number 5 – Specific authority to repurchase securities
Special resolution number 6 – General authority to allot and issue authorised but unissued securities for cash
Ordinary resolution number 1 – Re-election of directors – each to be voted on as a separate resolution:
t %)VSXJU[
t 1-BOHFOJ
t 4;BHOPFW
t .)FSTLPWJUT
Ordinary resolution number 2 – Non-binding advisory vote on remuneration policy
Ordinary resolution number 3 – Appointment of members of audit committee – each to be voted on as
a separate resolution:
t %8PPMMBN
t $4FBCSPPLF
t 1-BOHFOJ
Ordinary resolution number 4 – Appointment of auditors
Ordinary resolution number 5 – Issue of securities in circumstances other than those covered by special resolution 4
Ordinary resolution number 6 – Authority to act
Please indicate with an ‘×’ in the appropriate spaces above how you wish your votes and/or abstentions to be cast.
If you return this form duly signed without any specific directions indicated with an ‘×’ in the appropriate spaces above, the proxy will be
entitled to vote or abstain as he/she thinks fit in his/her discretion.
A proxy may not delegate his/her authority to act on your behalf to another person.
Signed at
Name in BLOCK LETTERS:

on

2015

Signature:

Please refer to the notes on the reverse for instructions on the use of this form of proxy and a summary of the rights of the
shareholder and the proxy
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SHAREHOLDER INFORMATION continued

ELECTRONIC PARTICIPATION AT ANNUAL GENERAL MEETING

TRANSACTION CAPITAL LIMITED
(Incorporated in the Republic of South Africa)
Registration number: 2002/031730/06
JSE: Code TCP ISIN: ZAE 000167391
(the ‘company’)
Shareholders, or their proxies will be given the right, as authorised in the memorandum of incorporation and provided for in the Companies Act, 71 of
2008, as amended (the “Companies Act’), to participate by way of electronic communication at the annual general meeting. Shareholders or their duly
appointed proxies who wish to participate by way of electronic communication must apply to the transfer secretaries by completing this application form
and by delivering it to the transfer secretaries at Computershare Investor Services Proprietary Limited, 70 Marshall Street, Johannesburg, 2001 or posting
it to the transfer secretaries at PO Box 61763, Marshalltown, 2107, South Africa or emailing it at roneng@transactioncapital.co.za or facsimileing it at
fax no +27 049 6899, as soon as possible but in any event, by no later than 12:00 on Friday, 20 February 2015.
Shareholders, or their proxies, may not vote electronically and must use the proxy form attached for this purpose or contact their CSDP if they wish to
have their vote counted and are not able to attend the meeting in person and vote in person.
By no later than 09:30 on Thursday, 26 February 2015, shareholders or their duly appointed proxies will be advised by email, telephone call or text
message of the relevant telephone number and access code to allow them to dial in and participate electronically in the annual general meeting.
The company will bear the cost of establishing the electronic communication whilst the cost of the shareholder (or his/her proxy) dialling in will be for
his/her/its own account.
By signature of this form, the Shareholder or his/her proxy indemnifies and holds harmless the company against any loss, injury, damage, penalty or
claim arising in any way from the use of the telecommunication lines to participate in the annual general meeting or any interruption in the ability of
the Shareholder or proxy to participate in the annual general meeting via electronic communication whether or not the problem is caused by any act
or omission on the part of the shareholder, proxy or anyone else, including without limitation the company and its employees.

I NFORMATION REQUIRED FOR PA RT I C I PATION BY ELECTRONIC COMMUNICATION
Full names of shareholder or authorised representative (for company or other legal entity):
Identity number or registration number of individual/entity:
Email address:
Cell phone number:
Telephone number including dialling codes:
Name of CSDP or broker if shares are dematerialised:
CSDP or broker contact number:

D OCUMENTS REQUIRED TO BE AT TA C HE D TO THIS APPLICATION FORM
1. In order to vote at the annual general meeting, shareholders who have not dematerialised their shares or who hold their shares in own-name
registration are to appoint a proxy, which proxy may only participate and vote at the annual general meeting provided that a duly completed
proxy form has been submitted in accordance with the instructions on that form, and is also to be attached to this application.
2. Documentary evidence establishing the authority of the named person, including any person acting in a representative capacity, who is to
participate in the annual general meeting, must be attached to this application.
3. A CSDP or broker registered in the company’s sub-register participating on behalf of the beneficial owner of shares are requested to identify the
beneficial owner on whose behalf they are acting and to attach a copy of the instructions from such owner.
4. Holders of dematerialised shares must request their broker or CSDP to issue them with the necessary authority to attend. The authorisation must
be attached to this application.
5. A certified copy of the valid identity document/passport/driver’s licence of the person attending the annual general meeting by electronic
participation, including any person acting in a representative capacity, must be attached to this application.
Signed at

on

2015

Signature:
Assisted by (where applicable):
Applications to participate by electronic communication will only be considered if this form is completed in full, signed by the shareholder, proxy or
representative and delivered to the transfer secretaries as aforesaid. The company may in its sole discretion accept any incomplete forms.

ADMINISTRATION
Share code: TCP
ISIN: ZAE000167391
JSE Limited sector: Financial Services
Listing date: 7 June 2012
Year-end: 30 September
Company registration number: 2002/031730/06
Country of incorporation: South Africa

DIRECTORS

Executive
David Hurwitz (chief executive officer)
Mark Herskovits (chief financial officer)
Jonathan Jawno (executive director)
Michael Mendelowitz (executive director)

Independent non-executive
Christopher Seabrooke (chairman)
Phumzile Langeni
Dumisani Tabata
David Woollam
Shaun Zagnoev

Non-executive
Roberto Rossi

COMPANY SECRETARY
AND REGISTERED OFFICE
Ronen Goldstein
Finance House
230 Jan Smuts Avenue
Dunkeld West
Johannesburg, 2196
(PO Box 41888, Craighall, 2024)

SPONSOR
Deutsche Securities (SA) Proprietary Limited
(A non-bank member of the Deutsche Bank Group)
(Registration number 1995/011798/07)
3 Exchange Square
87 Maude Street
Sandton, 2196
(Private Bag X9933, Sandton, 2146)

LEGAL AD V ISERS
Edward Nathan Sonnenbergs Inc.
(Registration number 2006/01800/21)
150 West Street
Sandton, 2196
(PO Box 783347, Sandton, 2146)

TRANSFER SECRETARIES
Computershare Investor Services Proprietary Limited
(Registration number 2004/003647/07)
Ground Floor
70 Marshall Street
Johannesburg, 2001
(PO Box 61051, Marshalltown, 2107)

INDEPENDENT AUDITORS
Deloitte & Touche
(Practice number 902276)
Deloitte Place
The Woodlands, 20 Woodlands Drive
Woodmead
Sandton, 2196
(Private Bag X6, Gallo Manor, 2052)

FORMULAE AND DEFINITIONS
ITEMS

DEFINITIONS

AVERAGE EQUITY ATTRIBUTABLE
TO ORDINARY EQUITY HOLDERS
OF THE PARENT

Sum of equity attributable to ordinary equity holders of the parent at the end of each
month from September to September divided by 13

AVERAGE GROSS LOANS AND
ADVANCES

Sum of gross loans and advances at the end of each month from September to
September divided by 13

AVERAGE INTEREST-BEARING LIABILITIES

Sum of interest-bearing liabilities at the end of each month from September to
September divided by 13

AVERAGE TANGIBLE ASSETS

Sum of tangible assets at the end of each month from September to September
divided by 13. Tangible assets exclude investments fair valued through equity for
accounting purposes

AVERAGE TANGIBLE EQUITY
ATTRIBUTABLE TO ORDINARY
EQUITY HOLDERS OF THE PARENT

Sum of equity attributable to ordinary equity holders of the parent less goodwill,
intangible assets and fair value movements through equity relating to investments
at the end of each month from September to September divided by 13

AVERAGE TOTAL ASSETS

Sum of total assets at the end of each month from September to September
divided by 13

AVERAGE COST OF BORROWING

Interest expense expressed as a percentage of average interest-bearing liabilities

CAPITAL ADEQUACY RATIO

Total equity plus subordinated debt capital less goodwill expressed as a percentage
of total assets less goodwill and cash and cash equivalents

COST-TO-INCOME RATIO

Total operating costs expressed as a percentage of net interest income plus
non-interest revenue

CREDIT LOSS RATIO

Impairment of loans and advances expressed as a percentage of average gross
loans and advances

EBITDA

Profit before net interest income, tax, depreciation and amortisation of intangible
assets (specifically excluding amortisation of purchased book debts) for risk
services only

EFFECTIVE TAX RATE

Income tax expense expressed as a percentage of profit before tax

ENTRY-LEVEL VEHICLES

Vehicles brands: CAM, CMC, Jinbei, King Long, Polar Sun, Foton, Force Traveller,
Peugeot

GEARING

Total assets divided by equity attributable to ordinary equity holders of the parent
expressed in times

GROSS LOANS AND ADVANCES

Gross loans and advances specifically exclude the value of the written-off book
brought back on to the balance sheet

HEADLINE EARNINGS

Headline earnings is defined and calculated as per the guidance issued by South
African Institute of Chartered Accountants (SAICA) in Circular 2/2013 of December
2013, currently being basic earnings attributable to ordinary shareholders adjusted
for goodwill impairments, capital profits and losses and other non-headline items

HEADLINE EARNINGS FROM
CONTINUING OPERATIONS

Headline earnings adjusted for non-headline items arising from discontinued
operations as defined in SAICA Circular 2/2013

HEADLINE EARNINGS PER SHARE

Headline earnings divided by weighted average number of ordinary shares in issue

HEADLINE EARNINGS PER SHARE
FROM CONTINUING OPERATIONS

Headline earnings from continuing operations divided by weighted average number
of ordinary shares in issue

FORMULAE AND DEFINITIONS continued
ITEMS

DEFINITIONS

NET ASSET VALUE PER SHARE

Equity attributable to ordinary equity holders of the parent divided by number of
ordinary shares in issue

NET INTEREST MARGIN

Net interest income as a percentage of average gross loans and advances

NON-PERFORMING LOAN COVERAGE

Impairment provision expressed as a percentage of non-performing loans

NON-PERFORMING LOAN RATIO

Non-performing loans expressed as a percentage of gross loans and advances

NON-PERFORMING LOANS –
“REVISED”

(a) the balance outstanding of loans and advances with a contractual delinquency
greater than three months including repossessed stock on hand (b) reduced by the
balance of such outstanding loans and advances for which three cumulative qualifying
payments have been received in the three month period preceding the measurement date

NON-PERFORMING LOANS –
“ORIGINAL”

(a) the balance outstanding of loans and advances with a contractual delinquency
greater than three months including repossessed stock on hand (b) reduced by the
balance of such outstanding loans and advances for which three consecutive payments
have been received in the three month period preceding the measurement date

NORMALISED HEADLINE EARNINGS

Headline earnings adjusted for non-headline items arising from discontinued operations
as defined in SAICA Circular 2/2013 and the cost of listing equity and debt
instruments on an exchange

NORMALISED HEADLINE
EARNINGS PER SHARE

Normalised headline earnings divided by weighted average number of ordinary
shares in issue

PREMIUM VEHICLES

Non-entry level vehicles

PROVISION COVERAGE

Impairment provision expressed as a percentage of gross loans and advances

RETURN ON AVERAGE ASSETS

Profit for the year expressed as a percentage of average total assets

RETURN ON AVERAGE
TANGIBLE ASSETS

Profit for the year expressed as a percentage of average tangible assets

RETURN ON AVERAGE EQUITY

Profit for the year attributable to ordinary equity holders of the parent expressed as
a percentage of average equity attributable to ordinary equity holders of the parent

RETURN ON AVERAGE
TANGIBLE EQUITY

Profit for the year attributable to ordinary equity holders of the parent expressed
as a percentage of average tangible equity attributable to ordinary equity holders
of the parent

RETURN ON SALES

Profit for the year expressed as a percentage of interest income plus non-interest
revenue

STRUCTURALLY SUBORDINATED DEBT

Senior debt issued by a holding company within the group

SUBORDINATED DEBT

Debt subordinated by agreement with the lender plus structurally subordinated debt

TANGIBLE ASSETS

Total assets less goodwill and other intangible assets

TANGIBLE NET ASSET VALUE PER SHARE

Equity attributable to ordinary equity holders of the parent less goodwill and other
intangible assets divided by number of ordinary shares in issue

TOTAL INCOME

Interest and other similar income plus non-interest revenue

WEIGHTED AVERAGE NUMBER OF
ORDINARY SHARES IN ISSUE

The number of ordinary shares in issue at the beginning of the year increased by
shares issued during the year, weighted on a time basis for the year during which they
have participated in the income of the group excluding treasury shares
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