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FOREWO RD
THE CONSTITUTION OF TRANSACTION
CAPITAL’S PORTFOLIO OF ASSETS UNDER
TWO DISTINCT DIVISIONAL PILLARS –
SA TAXI AND TRANSACTION CAPITAL RISK
SERVICES (TCRS) – HAS ENABLED THE
GROUP TO CONTINUE EXECUTING ON ITS
STRATEGIC FOCUS OF DEPLOYING ITS
CAPITAL AND RESOURCES TO DRIVE
ORGANIC AND ACQUISITIVE GROWTH,
THUS ENHANCING THE SCALE AND
ENTRENCHING THE LEADING MARKET
POSITIONS OF ITS DIVISIONS.
Two of the defining characteristics of Transaction Capital are
its divisions’ ability to deliver both a social and commercial
benefit in carefully chosen market segments, and their
defensive positioning that enables them to withstand
challenging macro- and socio-economic conditions – key
features of the South African operating environment in 2016.
These characteristics contributed to the group’s strong
progress towards achieving its strategic and operational
objectives during the year, and to delivering pleasing results
in line with expectations. Headline earnings and headline
earnings per share increased 17% to R458 million and
80.6 cents per share respectively, together with a sustained
improvement across credit metrics.
In SA Taxi, notable achievements in the year included the
launch of a retail dealership in Midrand in February 2016,
which deepens its vertical integration in the minibus taxi
market segment further. Also, the launch of SA Taxi’s auto
body repair centre enables it to bring the credit loss ratio and
the cost of claims down even further, by leveraging its scale,
procurement capabilities and highly efficient refurbishment
processes. The Q&A with Terry Kier on page 12 provides
insight into SA Taxi’s performance and other exciting growth
opportunities going forward, as well as its highly successful
debt funding activities in the year.
In TCRS, the establishment of a master data universe has
created a robust database of individual consumer records
that further improves the collections process, in terms of
assessing customers’ credit track records and assessing how
likely they can be successfully contacted when needed.
Together with an enhanced predictive dialer and increasingly
sophisticated workforce management, TCRS is set to further
improve its collections performance and grow revenue from

its core client base – most notably credit retailers and
specialist lenders – in an environment in which collections
are becoming increasingly challenging. Dave McAlpin’s
Q&A on page 20 discusses these and other developments,
including how TCRS is responding to recent regulatory
developments.
To mitigate the impact of the potential downgrade of South
Africa’s sovereign credit rating on future funding
requirements, Transaction Capital intensified its fundraising
activities and achieved a notable success in diversifying its
funding structures and instruments by establishing a highly
rated R2 billion credit-rated and JSE-listed Domestic Note
Programme, namely TransCapital Investments Limited.
Transaction Capital anticipates that this programme will
enable it to access a new capital pool at an attractive cost
to fund organic and acquisitive growth activity.
Transaction Capital continued to scan the environment for
opportunities to make acquisitions and deploy excess
capital, favouring a conservative approach with a narrow
focus on assets operating within existing or adjacent market
segments. In evaluating opportunities, Transaction Capital
looks for acquisitions that have high-quality earnings, with
high cash conversion rates and strong organic growth
prospects that make them sound acquisitions on a
standalone basis. Transaction Capital also seeks acquisitions

with the potential to be developed and enhanced through
active management, and benefit from and contribute to
Transaction Capital’s skills and technology capabilities; as
well as international acquisitions to diversify earnings and
risk exposure geographically.
In line with these intentions, Transaction Capital entered into
three acquisitions in the latter part of the year, all within the
scope of TCRS’s activities. These acquisitions are profiled in
the Acquisition focus section starting on page 24, and the
leadership of these businesses provide insight into their
founding and prospects as part of Transaction Capital in
their respective Q&As.
The leadership of Transaction Capital is comfortable that the
current composition of its portfolio is correct, and remains
committed to investing in organic and acquisitive growth
opportunities in SA Taxi and TCRS. This will be done in a
manner that augments and develops these platforms to
enhance their scale and entrench their leading market
positions, thereby generating societal and stakeholder value.
Given its positioning within this socio-economic context,
Transaction Capital remains confident that the group is
well-positioned for continued growth in the medium term.

David Hurwitz
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STRATEGIC AND OPERATIONAL
HIGHLIGHTS
ACQUISITION ACTIVITY
Accretive utilisation of capital via three acquisitions within
Transaction Capital Risk Services (TCRS):

International
>> 100% of Australian-based Recoveries Corporation Group

EARLY ADOPTION OF IFRS 9
>> More conservative provisioning methodology resulting in
a higher quality of earnings

>> Removes uncertainty regarding implementation of IFRS 9
on future results and ratios

Limited (Recoveries Corporation)

South Africa
>> Majority share of RC Value Added Services (Pty) Ltd
(Road Cover)

>> Majority share of The Beancounter Financial Services
(Pty) Ltd (The Beancounter)

Acquisition search continues.

RESTRUCTURING OF FOUNDERS’
SHAREHOLDING
Founders’ individual shareholdings consolidated
into a single holding structure:
>> Committed shareholder of reference
>> Displays founders’ continued confidence in
Transaction Capital

DEBT CAPITAL MARKETS
Uninterrupted access to debt capital markets:
>> Near fully funded for 2017
>> SA Taxi:
–– Raised R3.5 billion in the 2016 financial year
–– R513 million Transsec 2 tap issuance
Future initiatives:
>> Created Transaction Capital’s R2 billion Domestic
Note Programme

>> Accessed over R1.5 billion of debt funding from the

European Development Finance Institution (DFI) capital
market since 2010

>> Enhances Transaction Capital’s rating in capital markets

ORGANISATIONAL CHANGES
Independent non-executive directors:
>> Appointment of Kuben Pillay and Moses Kgosana
>> Appointment of Funke Ighodaro effective 1 April 2017
>> David Woollam and Dumisani Tabata not available for

re-election at the annual general meeting in March 2017

Executive directors:
>> Ronen Goldstein appointed as financial director
>> Mark Herskovits appointed as executive director with

responsibility for group capital management (previously
group chief financial officer)

>> Strategic imperative to further penetrate global DFI markets
Credit ratings:
>> S&P Global upgraded Transsec 1 (SA Taxi)
>> Global Credit Ratings Co. awarded a zaA- rating to
Transaction Capital’s Domestic Note Programme

UNGEARED AND LIQUID BALANCE SHEET
After acquisitions:
>> Capital adequacy ratio of >35%
>> Liquid capital of ~R300 million remaining
>> Continue to invest in organic and acquisitive opportunities

CONDITIONAL SHARE PLAN
>>
>>
>>
>>

Approved by shareholders on 20 October 2016
Mechanism to attract and retain key executives
Creates alignment with shareholders
Executives participate in value created within their division
and at a group level

IMPROVED DIVIDEND POLICY
>> Dividend policy amended to 2.5 to 3 times
>> Previously 3 to 4 times
>> Total dividend cover of 2.7 times
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GROUP PROFILE

is a non-deposit taking financial services group
operating in highly specialised market segments
perceived to be of higher risk.

To position its divisions to take
advantage of opportunities arising from
South Africa’s macro- and socio‑economic
context, Transaction Capital:

CEO: DAVID HURWITZ
BAcc (Hons), HDipTax, CA(SA)
Group tenure: 11 years

HEADLINE EARNINGS

R458
MILLION

17

%

RETURN ON EQUITY

16.9%
TOTAL DIVIDEND
COVER

2.7

TIMES

HEADLINE EARNINGS
PER SHARE

80.6

CENTS PER
SHARE

17%

MARKET
CAPITALISATION

R7.3

BILLION

30%

TOTAL DIVIDEND
PER SHARE

30

CENTS PER
SHARE

36%

NUMBER OF EMPLOYEES

3 260
4

DRIVES STRATEGY, GROWTH AND PERFORMANCE

>> Strengthen leading market positions and scale of its
divisions by enhancing and refining their specialist
capabilities to achieve deeper vertical integration in current
market segments, and apply these capabilities to new
complementary market segments.
MANAGES THE ADEQUACY AND DEPLOYMENT
OF CAPITAL

>> Judiciously invest equity capital, conservatively leveraged
with local and international debt, into accurately assessed
asset classes to achieve superior risk-adjusted returns.
OVERSEES MANAGEMENT OF CREDIT, INVESTMENT
AND REGULATORY RISK

>> Leverage its specialist capabilities to manage credit risk
that arises due to the nature of its chosen market segments,
and to manage investment risk when allocating capital.

>> Manage uncertainty and the cost of compliance due to the
constant evolution of financial services regulations, which
requires awareness of, preparation for and participation
in legislative developments.
ENSURES HIGH-CALIBRE TALENT TO DRIVE A
HIGH‑PERFORMANCE CULTURE

>> Transaction Capital’s ability to differentiate itself through
intellectual capital is a function of its people, who the
group motivates, engages, develops and rewards to
foster innovation, cultivate leadership and sustain a
high‑performance culture.

These activities enable Transaction Capital
to sustainably create value for its
shareholders over time.

OUTCOMES
Transaction Capital
comprises two autonomous and
decentralised divisions of scale,
that are intentionally positioned
within carefully chosen market
segments to take advantage of
demographic and socio-economic
trends, enabling them to deliver both
a social and commercial benefit:

A vertically integrated taxi platform
utilising specialist capabilities and
enriched proprietary data to
judiciously deploy developmental
credit, insurance, technology and
allied business services to SMEs in
the under-served taxi industry, thus
ensuring the sustainability of a
fundamental mode of transport.

Divisions occupy leading market
positions, due to their specialist
focus on narrow market segments.

1 in 4

of the national
financed minibus taxi fleet is
financed and insured by SA Taxi.
Transaction Capital Risk Services’
coverage of non-performing
credit-active South African
adults is at

95% .

The defensive nature of Transaction
Capital’s divisions enables
consistent and resilient earnings
growth over time, generating
superior returns.

Defensive and market-leading
positioning enabled earnings
growth since listing in 2012 of

A conduit between local and
international funders and SMEs,
due to Transaction Capital’s ability
to manage the higher risk associated
with its chosen market segments to
a level acceptable to funders.

Continue to enjoy uninterrupted
access to both local and
international funding pools,
with a strong funding pipeline
available.

24%

on average per annum,
despite a challenging and lowgrowth South African economic
environment.

Established

R2 BILLION
A technology-led, data-driven
provider of customer management
and capital solutions through a
scalable and bespoke platform,
thereby improving its clients’ ability
to originate, manage and collect
from their customers.

zaA- credit-rated
Domestic Note Programme.

Transaction Capital’s focus on under-served market segments creates
broader stakeholder value and positions the group and its divisions as
socially relevant.
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SA TAXI
1

2

3

An innovative and pioneering
business model with operations
expanding throughout the
financing and asset value chain,
building a scalable platform that
can be leveraged in adjacent
markets
A
 unique blend of vehicle
procurement, retail,
repossession and refurbishment
capabilities, with financing
and comprehensive
insurance competencies for focused
vehicle types
Valuable client and market insights
developed from overlaying
granular telematics, credit, vehicle
and other data to enable precise
and informed origination and
collection decisioning and
proactive risk management

SA TAXI IS A VERTICALLY
INTEGRATED TAXI
PLATFORM UTILISING
SPECIALIST CAPABILITIES
AND ENRICHED
PROPRIETARY DATA TO
JUDICIOUSLY DEPLOY
DEVELOPMENTAL CREDIT
AND ALLIED BUSINESS
SERVICES TO EMPOWER
SMEs THUS ENSURING
THE SUSTAINABILITY OF
A FUNDAMENTAL MODE
OF TRANSPORT
DIVISIONAL OVERVIEW

SA Taxi is a uniquely vertically integrated business that applies its
operational competencies predominantly towards independent
small- and medium-sized enterprises (SMEs) in the fixed route
minibus taxi industry. This focus, together with its specialisation in a
small number of specific vehicle types, enables it to extend credit,
allied financial services and business support to taxi operators that
may not otherwise have access to these services.

Given its success in the minibus taxi industry, SA Taxi leverages the
associated competencies to expand into adjacent markets and
asset classes such as the metered taxi industry.

6
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 nabling financial inclusion by
E
proficiently securing funding from
both local and international debt
investors to judiciously extend
developmental credit to SMEs that
may otherwise not have access to
credit from traditional financiers
 roviding complementary business
P
services that assist SMEs to
maximise cash flow and protect
their income-generating asset, thus
improving their ability to succeed
 mpowering under-served and
E
emerging SMEs to build their
businesses, which in turn creates
further direct and indirect
employment opportunities

NON-INTEREST REVENUE

R249

MILLION

54% of group

R315

MILLION

20%

NON-PERFORMING LOAN
R AT I O IMPROVED TO

GROSS LOANS AND ADVANCES

R7.2

BILLION

17.4 %

15%

from 18.2% in 2015

CREDIT LOSS RATIO
IMPROVED TO

 ontributing to the recapitalisation
C
and sustainability of the taxi
industry – a critical pillar of the
public transport sector servicing
the majority of South Africa’s
working population

30%

RETURN ON EQUITY

3.1%

25.5%

from 3.9% in 2015

PERFORMANCE OVERVIEW

HEADLINE EARNINGS

from 28.4% in 2015

SA Taxi operates on the premise of
developmental or empowerment
financing, filling a critical funding
gap by supporting entrepreneurs
who would otherwise remain outside
the formal economy, thus also
contributing to job creation.
Its focus on financing newer vehicles
fitted with the latest safety technology,
together with its high-quality
refurbishment capabilities, contributes
to safer and lower-emissions public
transport in South Africa.

Proportion of customer base

SOCIETAL
RELEVANCE
12%

Score below which
traditional banks are
unlikely to offer finance

Average score at
which SA Taxi
grants finance

8%
4%
0%

450

500

550

600

650

700

750

Empirica score*
*Proprietary TransUnion credit score
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SA TAXI

continued

MARKET CONTEXT
IN SOUTH AFRICA THERE ARE:

68

~200 000


% OF ALL PUBLIC
TRANSPORT TRIPS
TO WORK

MINIBUS
TAXIS

69

% OF
HOUSEHOLDS UTILISE
MINIBUS TAXIS

~17 000
TO
20 000

METERED TAXIS

70 % OF

INDIVIDUALS WHO
ATTEND EDUCATIONAL
INSTITUTIONS ARE
ESTIMATED TO USE
MINIBUS TAXIS

R7.2 BILLION
			
CURRENTLY FINANCED

26 352
FINANCED VEHICLES
ON BOOK

3.4 years
AVERAGE AGE
OF VEHICLES
ON BOOK

22 136
INSURED THROUGH
SA TAXI*

6 866
VEHICLES
FINANCED
IN 2016

ON AVERAGE EACH
SA TAXI-FINANCED
VEHICLE TRAVELS
6 500 KMS
PER MONTH

%

OF CUSTOMERS ARE
BLACK-OWNED SMEs

260

METERED TAXIS
ON BOOK

SA TAXI-FINANCED
VEHICLES TRAVEL
ON ~6 500 ROUTES
COVERING OVER
~800 000 KMS

%

OF CUSTOMERS
ARE WOMENOWNED SMEs

2 0 2 0 TARGET:

1.2

3 000

VEHICLES
PER CUSTOMER

~1.5 BILLION KMS
TRAVELLED BY
SA TAXI'S FLEET
IN 2016

IN

OF THE NATIONAL
FINANCED MINIBUS TAXI
FLEET IS FINANCED AND
INSURED BY SA TAXI

*	100% of taxis financed by SA Taxi are fully insured. 85% of SA Taxi’s taxi owners choose to insure with SA Taxi.
Additionally SA Taxi insures ~3 700 minibus taxis not financed by SA Taxi.
Source: National household travel survey 2013, National land transport strategic framework 2015, Statistics
South Africa, Arrive Alive, SABOA website, ‘HERE’ points of interest dataset (Q4 – 2015).
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THE MINIBUS TAXI INDUSTRY IS RESILIENT AND DEFENSIVE
DESPITE SOUTH AFRICA’S ECONOMIC CLIMATE

MINIBUS
WITHIN SOUTH AFRICA’S
INTEGRATED PUBLIC
TRANSPORT SYSTEM, MINIBUS
TAXIS ARE THE DOMINANT
FORM OF PUBLIC TRANSPORT

OVER

15 MILLION
C O M M U T E R T R I P S D A I LY

COMMERCIALLY SELF-SUSTAINABLE

~200 000

TRAIN

2 MILLION

>2 600

M I N I B U S TA X I S

TA X I R A N K S

C O M M U T E R T R I P S D A I LY

GOVERNMENT SUBSIDISED

~3 180 KM

~550

N AT I O N A L N E T W O R K

T R A I N S TAT I O N S

BUS

9 MILLION
C O M M U T E R T R I P S D A I LY

GOVERNMENT SUBSIDISED

>100

~19 000

REGISTERED BUSES

B U S S TAT I O N S

> The public transport system remains
the dominant mode of transport in
South Africa, with the majority of
commuters who utilise public transport
being heavily reliant on minibus taxis.
This positions the minibus taxi industry
as an essential service, and supports the
consistently high use of minibus taxis
throughout the industry’s existence.
> For the majority of South African
commuters, minibus taxi transport is a
non-discretionary expense that offers the
most accessible means to travel to places
of employment, or to travel to and from
other public transport nodes.

STRUCTURALLY, DEMAND FOR MINIBUS VEHICLES EXCEEDS SUPPLY
D E M A N D : A G E I N G N AT I O N A L F L E E T

ON AVERAGE OVER 9 YEARS OLD


~200
000

AN AGEING FLEET THAT IS UNSAFE REQUIRING
REPLACEMENT AND RECAPITALISATION

M INIBUS TAXIS

DRIVING HIGHER DEMAND FOR VEHICLES,
FINANCE AND ALLIED SERVICES SUPPLIED BY SA TAXI

S U P P LY: M I N I B U S TA X I S A L E S I N S O U T H A F R I C A
MAJOR PREMIUM BRANDS

MINIBUS TAXI VEHICLE
SALES PER MONTH
SA TAXI’S MARKET SHARE
OF FINANCED VEHICLES

CHINESE MANUFACTURED VEHICLES
SA TAXI'S MARKET SHARE

~1380
38

%

~140
0%

TOYOTA SES’FIKILE
Most prevalent vehicle in the
minibus taxi industry

TOYOTA PRE-OWNED
Predominantly SA Taxi refurbished vehicles

NISSAN NV350
Although relatively new, steadily gaining market
acceptance from taxi operators

MERCEDES SPRINTER
Mainly used for long-distance routes

> Improved credit performance as SA Taxi can be selective on credit risk due to limited supply.
> Improved recoveries as asset retains value due to demand exceeding supply.
> Liquid market for high quality and affordable SA Taxi pre-owned vehicles.
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SA TAXI

continued

BUSINESS ACTIVITIES
ENABLING SMEs

FINANCIAL
SERVICES

EQUITY ALLOCATION
AND DEBT RAISING
Adequately capitalised and conservatively
geared from both local and international debt
investors. SA Taxi has over 30 debt investors,
many of which have reinvested. Funding
structures include on-balance sheet syndicated
loans, structured finance as well as the
Transsec programmes (rated and JSE-listed
asset-backed notes).

• O ver R3.5 billion raised in the 2016 financial year.
• A future focus on reducing the cost of debt.
•S
 uccessfully penetrating global Development Finance
Institution (DFI) capital markets.

CREDIT UNDERWRITING
AND LOAN ORIGINATION
SA Taxi has developed its own innovative
developmental credit philosophy and strategy. This
approach is built on the proprietary data and
industry knowledge amassed over the years,
enabling it to differentiate between the perceived
and actual risk within the minibus taxi industry.
This niche capability evaluates each taxi owner as
a small business and not solely the individual’s
credit score.

PASSENGER
PLATFORM

VEHICLES

VEHICLE SUPPLY AND RETAIL
SA Taxi originates its loans and allied
services through three key distribution
channels: affiliated dealers, non-affiliated
dealers and SA Taxi's own retail channel.
SA Taxi’s retail dealership has resulted in
higher returns and provides a profitable and
reliable marketplace for sale of refurbished
pre‑owned vehicles.

•S
 A Taxi’s retail sales accounted for 21% of the rand
value of loan originations in the 2016 financial year.
• In February 2016 SA Taxi established a retail
dealership in Midrand. SA Taxi is piloting a second
dealership in KwaZulu-Natal and considering a third
dealership in Polokwane.

Owner-driver management
SA Taxi is building this competency in the metered taxi industry through the management of
its own owner-driver fleet consisting of 260 metered taxis. This includes a robust vehicle management
and dispatch system and comprehensive bespoke driver training.

S A TA X I ’ S C R E D I T- G R A N T I N G P H I L O S O P H Y

enables it to extend credit in niche, under-served market segments
WHEN DECIDING
TO GRANT
CREDIT, SA TAXI
CONSIDERS:

PROFITABILITY

SUITABILITY

CREDIBILITY

CREDIBILITY

OF THE ROUTE

OF THE
VEHICLE

OF THE
OPERATOR

OF THE TAXI
ASSOCIATION

Adherence to set risk appetite and risk strategy through appropriate governance

Assurance through independent audit, monitoring specific risk metrics and effective corporate governance frameworks

Informed decisions through consistent analysis of the book and originations

Regular stress testing and evaluation of the book and origination in both the short and long term, embedding scenario-based thinking

Managed by a sustainable credit origination and management platform

Managing the team and systems that deliver ongoing excellence at high volumes by mastering their required competencies
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SERVICING SMEs

MANAGING RETURNS FROM SMEs

INSURANCE

COLLECTIONS

REPOSSESSION

All financed vehicles are required to have comprehensive
insurance. SA Taxi has designed its own highly competitive
comprehensive insurance products that it sells through its own
insurance cell captive entity established in partnership with
Guardrisk Insurance Company. These products are tailored to
the needs and risks of the taxi industry.

SA Taxi’s collection
philosophy is centred
on supporting and
enabling SMEs.
Ongoing
improvements in
non-performing loans
and credit losses are
due to strong
collection
performance and
conservative credit
granting.

SA Taxi’s use of proprietary data and its
years of experience in the industry has
led to improved recoveries leveraging
tracking technology and strong
relationships with minibus taxi
associations and other industry
participants.

• C omprehensive insurance offered to the entire minibus taxi
market, with >3 700 policies taken up by non-financed clients.
• 8 5% of financed customers choose SA Taxi's insurance product.
• New products to be designed for both taxi operators and
commuters.
• Less than 1% of claims are repudiated.
• C ost of claim to be reduced via SA Taxi's refurbishment facility.

Recovery rates of more than 72% of
settlement value.

>R250 million collected
per month.

REPAIRS, MAINTENANCE SERVICES AND REFURBISHMENT

RESALE

SA Taxi’s ability to refurbish and resell vehicles has enabled it to reduce its loss ratios through reducing
refurbishment costs, improving turnaround times and improving product quality. Services now include a
range of repair and maintenance services that ensure taxi owners’ vehicles are repaired timeously and
are back on the road as soon as possible. The efficiencies created through SA Taxi’s own facility arise
from economies of scale and its focus on specific vehicle types, allowing for specialisation, bulk
procurement power and time saved by controlling the entire process in-house.

SA Taxi’s ability to refurbish and refinance
recovered vehicles enables it to
participate in the liquid pre-owned
market, ensuring retention of asset value.

Increasing new vehicle prices supports
second-hand prices and hence recovery
rates.

SA Taxi’s facility now spans over 20 000m2 making it one of the largest Toyota
repair centres in Africa.

Trip acquisitions

Technology platform and payments

SA Taxi has started building its corporate and consumer value
propositions in the metered taxi industry to facilitate the ease of use of its
metered taxis, and thus drive revenue for the owner-driver. This will
support the driver’s success while improving safety, transparency and
reliability in the metered taxi industry.

The development of a metered taxi technology platform includes systems
that manage stock, dispatch and trips, and facilitates easy, reliable
and secure payments.

An opportunity to apply metered taxi technology to minibus taxi data.

Growth opportunity

PROPRIETARY TELEMATICS DATA AND ANALYTICS USED
THROUGHOUT THE VALUE CHAIN PROVIDES CRITICAL INSIGHT
FOR BUSINESS DECISIONS:
 ata collected is applied to the credit vetting process, allowing SA Taxi to better understand
D
credit risk and route profitability.
 istorical data is used to bolster the accuracy in pricing a taxi owner’s insurance risk as well
H
as to identify when there is a lack of movement, which could indicate an insurance claim.
 ata is used to obtain an understanding of a minibus taxi’s monthly performance before
D
collection action is taken. This background informs how collection agents interact with
the taxi owner.
L ive location data along with a driver’s historical data are utilised in aiding the vehicle
recovery process.

Service offering
to customers
Looking forward, data
will be provided to the
taxi owner, giving
them a deeper
understanding of their
business operations
and further
empowering them as
business owners.
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SA TAXI

continued

Q

What is your view on SA Taxi’s
performance in the year, and what
are some of the strategic highlights?

SA Taxi has continued to perform well in an
environment where many companies have
struggled to grow revenue and profit. We
operate in a market that provides a crucial
service to most of South Africa’s working
population, which is core to the defensive nature
of SA Taxi. Our credit performance remains
robust, which indicates both the excellent credit
risk management within SA Taxi and the
maturation of the minibus taxi industry more
broadly, where we’re seeing operators generally
run better businesses.

with Terry Kier
SA Taxi CEO

This year we expanded our capabilities
considerably. The launch of our retail dealership
in Midrand in February 2016 has enabled us to
benefit from the greater profitability of vehicles
financed directly through our own dealership – both in terms of the greater proportion of
non-interest revenue earned and better loan performance. We anticipate selling, financing
and insuring more than 2 600 vehicles a year through our dealerships, which in addition
to Midrand will include Durban and potentially Polokwane. We will also consider
extending our dealer footprint nationally depending on the performance of these initial
dealerships.
The launch of our auto body repair centre will benefit our insurance business from a cost
of claim perspective, our finance business from a credit loss perspective and enable us to
build our presence in the pre-owned market. Together with our refurbishment capability,
we can put quality pre-owned vehicles back into the market that are safe and more
affordable, and we can be sure that the vehicle will be a valuable and reliable asset to
the operator which mitigates credit risk.
The maturation of our risk methodology has enabled us to offer interest rates competitive
with those of major banks, which together with our specialisation in minibus taxis and our
ability to enhance an operator’s business has resulted in us starting to attract customers of
a higher credit quality.

Q

Take us through some of SA Taxi’s initiatives to grow
into adjacent market segments?

Zebra Cabs represents a major step in opening a new vertical for SA Taxi, in which we
can apply the capabilities we’ve refined in the minibus taxi business. Under SA Taxi’s
ownership, the business has delivered in line with our projections and has become a stable
yet evolving part of our portfolio. We’ve learnt many valuable lessons over the past months,
and we continue to engage with international metered taxi companies to understand this
type of business in more mature markets.
The technology platform we’ve deployed that underpins the metered taxi business provides
significant room for further development. The benefit of this platform to SA Taxi is that it
provides us with rich data that, through our analytics capabilities, will enable us to build
scorecards and models needed to scale this business over time.
One of the biggest differences between the metered and minibus taxi businesses is the
need to help drivers acquire customers. The ability to hail a cab using the platform is
essential, but we also need to make sure it offers greater accessibility and convenience.
One way to improve accessibility is to implement a technology-driven ranking capability,
so being able to monitor when a driver leaves their allocated space at a hotel, and making
sure another driver is ready to take that space so that we maintain a constant presence at
key passenger locations. From a convenience perspective, we’ve implemented frictionless
payment and introduced a call centre to facilitate corporate bookings.
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As with the minibus taxi business, these initiatives aim to support the
sustainability of SMEs, not for philanthropic reasons, but to mitigate
default risk by helping their business generate more revenue and
providing other capabilities that support and protect value in their
business. Our auto body repair centre can quickly undertake the
frequent small repairs required by metered taxi vehicles, such as
dents and scratches, given the importance of a metered taxi driver
projecting a professional image. Likewise, we provide drivers with
a course in customer service, to contribute to building a service
culture in the local industry.

three of which were first-time investors, at a weighted average cost
of funding of 241 basis points above three-month JIBAR, which is
about 100 basis points lower than SA Taxi’s average cost of funding.

Our Bakkie pilot – which I spoke about last year – was called off
as we learnt that we couldn’t build scale in this adjacent market by
leveraging our existing capabilities. Although the business we
wrote was good, our established approach to assessing credit risk
– which for minibus taxis would consider the profitability of the
route and quality of the asset – was not sufficient for the Bakkie
market as we found that we would need to assess each individual
business type, for example plumbers or couriers. To create a
defensible position in an adjacent market sector we need to build
volume, and the complexity in assessing risk for individual
tradespeople didn’t align to SA Taxi’s approach.

Diversifying our funding sources and accessing offshore capital
pools remain key focus areas for our debt capital team. SA Taxi
has accessed more than R1.5 billion of debt funding from the
European DFI capital market since 2010, and is successfully
penetrating the global DFI capital markets.

Q

How have you ensured sufficient funding for SA Taxi,
given concerns of a sovereign ratings downgrade
over the past year?

Securing sufficient funding is always a major focus for us, but the
impending potential sovereign ratings downgrade and broader
economic uncertainty required that we redouble our efforts. I’m
pleased that we’ve continued to enjoy the support of both domestic
and international investors, which speaks to the underlying quality
and fundamentals of SA Taxi as an investment. Our efforts resulted
in SA Taxi fulfilling most of its annual debt requirements for the
2017 financial year.
In August 2016, we returned to the local listed debt capital
markets tapping Transsec 2 – our S&P Global-rated and JSE-listed
securitisation programme – with an issuance of R513 million of
debt. The tap issuance was privately placed with nine investors,

Minibus taxis are
fundamental to South
Africa’s integrated
public transport
network. Given the
spatial distribution of
bus and rail transport
nodes, which are
often not conveniently
located relative to the
majority of public
transport users’ homes
or workplaces,
minibus taxis serve as
an essential interlink
between commuters
and public transport
infrastructure.

In October 2016, following S&P Global’s review of the Transsec 1
structure, the ratings on the class A notes was re-affirmed at
zaAAA, and the ratings on the class B notes were upgraded from
zaAA to zaAA+, class C notes from zaA to zaA+, and class D
notes from zaBBB- to zaBBB+. These improvements in credit ratings
correlate to SA Taxi’s strong performance across all metrics.

Q

Looking further ahead, what are some of the
opportunities SA Taxi is exploring?

Our primary focus will continue to be to drive organic growth.
Within the minibus and metered taxi verticals, we constantly ask
“what else does this industry need?”, and look to develop new
products or services that leverage our existing capabilities. Any
acquisitions we consider will be smaller acquisitions that enable us
to augment our capabilities, with a specific focus on the ongoing
enhancement of our data and using technology to create new
ways to support our SME clients.
One example in terms of technology is developing an application
for minibus taxi operators that will provide them with real-time
information on the performance of their vehicles. As the minibus taxi
industry has matured, we’ve seen greater appetite for the tools and
insights that can help operators to better manage their business,
and we’ve got the rich data needed to further empower them as
business owners. Looking even further ahead, we will consider
opportunities for sharing technologies we’ve developed and
insights gained across the minibus and metered taxi businesses.

Taxi ranks
Bus stations
Train stations
SA Taxi exposure
Railway lines
Major highways
Secondary highways

Source: SA Taxi telematics data as at 11 October 2016, National land transport strategic framework 2015.
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TRANSACTION CAPITAL
RISK SERVICES
1

2

3

Innovative and bespoke
technology systems that drive
superior performance and efficiency
G
 enerating in-depth insights from
the continuous collection of
accurate and valuable data to
develop a consolidated view of an
individual that enables precise and
informed internal and external
decisioning
Improving its clients’ ability to
originate, manage and collect from
their customers through their
lifecycles, thus maximising value

TRANSACTION CAPITAL
RISK SERVICES IS A
TECHNOLOGY-LED,
DATA-DRIVEN PROVIDER OF
CUSTOMER MANAGEMENT
AND CAPITAL SOLUTIONS
THROUGH A SCALABLE
AND BESPOKE PLATFORM,
ENABLING ITS CLIENTS TO
MITIGATE RISK THROUGH
THEIR CUSTOMER
ENGAGEMENT LIFECYCLE

DIVISIONAL OVERVIEW

IMPROVES ITS CLIENTS’ ABILITY TO
ORIGINATE, MANAGE AND COLLECT
FROM THEIR CUSTOMERS.
Its operational competencies include:
> Collection and recovery services and debt purchasing
> Working capital, property and trade finance and
commercial receivables management solutions to smalland medium-sized enterprises (SMEs)
> Payment processing services
> Data analytics and technology capabilities
for customer management
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4

5

6

7

Assisting its clients to optimise
their balance sheet by
accelerating cash flow through
structured capital solutions
Proactive workforce management
and technology facilitate a flexible
and dynamic servicing capability
able to meet a client’s unique
requirements
Regarded as a trusted partner by
large consumer-facing businesses
and credit providers across
multiple industries
Enabling clients to generate
higher risk-adjusted returns
through their engagements with
their customers at the point of
origination, management and
collection

R168
MILLION

25%

37% of group

PURCHASED BOOK DEBTS

R728
MILLION

30%

C O S T- T O - I N C O M E R AT I O
IMPROVED TO

77.4%

from 82.5% in 2015

TOTAL INCOME

R1.1
BILLION

1%

A S S E T T U R N O V E R R AT I O

71.1%
RETURN ON EQUITY

31.5%
from 27.8% in 2015

PERFORMANCE OVERVIEW

HEADLINE EARNINGS

SOCIETAL RELEVANCE
R E B R A N D E D IN 2016

MBD
Rand Trust

BDB

The activities of Transaction Capital Risk Services (TCRS) broadly
contribute to the efficiency and effectiveness of the South African
credit system. This includes the acquisition of distressed book debts,
which assists clients to strengthen their balance sheets by accelerating
cash flow and removing non-performing loans, thus improving their
ability to continue providing debt finance into the consumer market.
It also assists clients to lend responsibly, to identify which consumers
to lend to, and to then collect successfully. This supports the affordability
of credit by mitigating unnecessary pricing for risk.
In undertaking collections, the primary focus is on rehabilitating indebted
consumers by helping them understand the importance of repaying their
debts as a legal obligation, and structuring payments in a manner they
can afford. This contributes to indebted consumers remaining active
participants in the credit system.
Through Transaction Capital Business Solutions, SMEs that may not
otherwise have access to credit, gain access to working capital finance.
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continued

MARKET CONTEXT

A challenging consumer credit environment

9.7 MILLION

OF THE 35 MILLION ADULTS* IN SOUTH AFRICA,

NON-PERFORMING
CREDIT CONSUMERS

THERE ARE:

24 MILLION

(NCR Q2 2016)

CREDIT ACTIVE CONSUMERS
Household
debt to
disposable
income
remains high
at 75%

Between 2013
and 2014 86%
of South Africans
borrowed money
(COMPARED TO 40%
WORLDWIDE)

OVER

2014: South
Africans were
the biggest
borrowers in
the world (WORLD

11 MILLION
SOUTH AFRICANS
DESCRIBED AS
“OVER-INDEBTED”

(UP FROM 5 MILLION IN 2014)

BANK REPORT)

ASSETS UNDER MANAGEMENT

9.2 MILLION
UNIQUE AND VALID ID NUMBERS
Each of which is uniquely scored with a TCRS
propensity to pay score

95%

COVERAGE OF
SOUTH AFRICA’S
NON-PERFORMING
CREDIT CONSUMERS

UP TO 5

>6 MILLION

ASSOCIATED TELEPHONE
NUMBERS PER UNIQUE
ID NUMBER

UNIQUE AND VALID POSTAL
ADDRESSES

Data is current,
relevant and
accurate as per:

CREDIT
BUREAU
DATA

OTHER DATA SOURCES
such as the Department
of Home Affairs and the
Deeds Office

Data from
PRINCIPAL
PORTFOLIOS
ACQUIRED

* Aged 15 to 65
Source: Statistics South Africa, National Credit Regulator (NCR), Accountancy
SA February 2016, World Bank report, Global Findex database.
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1in 4

South African adults

1in3

credit-active people

TRANSACTION CAPITAL RISK SERVICES’
MASTER DATA UNIVERSE

R35.4 BILLION

MASTER DATA
UNIVERSE
compliant with
Protection of
Personal
Information Act

Opportunity to monetise data.

~R300 MILLION

A GROWING UNSECURED CONSUMER
NON-PERFORMING LOAN MARKET

collected each month, resulting from

Non-performing loan market size and growth (R billion)

~400 000

59

debit orders processed each month

81

~4.2 MILLION

69

61

voice interactions each month

~25 MILLION

outbound calls from the dialer each month

43

36

~300 000

63

67

78

89

105

payments received each month

21%

31

Non-performing loan value

(11%)

38%

revenue per employee in 2016

2010

2011

2012

TCRS target market (unsecured credit)
Mortgages and vehicle finance

2013

2014

2015

2010 – 2015 CAGR: 21%
2010 – 2015 CAGR: (11%)

> A
 dverse economic conditions drive an increase in non-performing loans,
stimulating demand from new and existing clients for debt recovery and related
credit risk management services.
> In addition, this environment is condusive to an increased number of nonperforming portfolios available to acquire at beneficial prices from clients
requiring an immediate recovery from their non-performing loans.

T C R S ’s S C A L A B L E
TECHNOLOGY
PLATFORM

MASTER
DATA
UNIVERSE
(MDU)

TRANSACTIONAL
DATA

Data sourced
from MDU for
maximised
ContactAbility

TECHNOLOGY
1

CORE
TRANSACTIONAL
SYSTEM

2

1 CORE
TRANSACTIONAL
SYSTEM
>	Customised
per client
> Ease of use
> Quick to train
i Staff turnover
>	
>	
i Cost of
collection

CAMPAIGN
BUILDER

DIALER AND
WORKFORCE
MANAGEMENT

4

MANAGEMENT
AND BUSINESS
INFORMATION

~300 000

debit orders and NAEDO
transactions processed for clients
each month

2 CAMPAIGN BUILDER
>	Real-time management tools
>	Automated messaging
>	Champion challenging
>	Predictive analytics to
determine:
– Propensity to pay
– Right time to call
– Right day to pay
– Dynamic matter
prioritisation

> PREDICTIVE
ANALYTICS
> OPTIMISED
CAMPAIGN

> ENHANCED
CUSTOMER
INTERACTION
> ENABLED OVER
ANY OMNICHANNEL
5

4 MANAGEMENT
AND BUSINESS
INFORMATION

5 ENABLED
OVER ANY OMNICHANNEL

>	Customised valueadd insights to clients
>	Allowing TCRS to win
more mandates
>	Enhanced management
of compliance and
reputation

>	Capability to contact
customer on preferred
contact method
– SMS
– Mobile phones
– Chat box
– Smartapp

3
Transactional
data enriched
with collection
and
ContactAbility
results

~200 000

disbursements for clients each month

3 DIALER AND
WORKFORCE
MANAGEMENT
>	Enhances scale of
ContactAbility
>	Schedule the workforce
>	Flexible work hour selection
h Talk time (>3 hours per
>	
6 hour shift)
>	
h Activations (deeper
penetration of customer base)

>  COLLECTIONS

6

6 COLLECTIONS
>	Promise to pay
management
>	Multiple payment
channels
– Banks
– Client infrastructure
– EFT
– Digital/internet
– 14 000 spaza shops
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BUSINESS ACTIVITIES

ORIGINATE

IDENTIFY AND WIN NEW CUSTOMERS
USING DATA ANALYTICS

LEAD GENERATION AND
CUSTOMER ACQUISITION

R16
BILLION

CUSTOMER
MANAGEMENT
SOLUTIONS
Leverages leading
technology and data
analytics capabilities
to enable clients to
effectively originate,
manage and collect
from their customers.

Ranked 1st or 2nd by clients
in 91% of 254 mandates (up 41%)
on panels where TCRS is represented.

•
•
•
•

Lead generation
Predictive analytics
Segmentation modelling
Systems (Smart and FICO)

Telecommunications
(Telcos)
9%

42%

Insurance

49%

Credit retail

R19
BILLION

L
VA
DE
BT
SE
IC
ED
BY
TC
RS

1

Other fragmented par ticipants
in addressable market
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> F air value of purchased book debts of
R728 million, with estimated remaining
collections of R1.3 billion

RV

BILLION

Provides financing and working
capital solutions to SMEs.

OF

R80

UE

FACE VALUE OF
DEBT MONITORED
BY NATIONAL
CREDIT REGULATOR:

CAPITAL SOLUTIONS

Applies technology and
data analytics capabilities
to acquire and collect on
debt portfolios.

>1
 3 books purchased this year
for R184 million
> Asset turnover ratio is 71.1%

Global Credit Ratings Co. upgraded
Transaction Capital Recoveries’ primary
and special servicer ratings to SQ1-(za )
and SQ1(za ) respectively.

MANAGE

COLLECT

ENABLE PAYMENT PROCESSING AND
CUSTOMER MANAGEMENT

SOLVE CLIENTS’ IMPAIRED DEBT PROBLEM THROUGH
COLLECTIONS, RECOVERIES, ACQUISITIONS OF NONPERFORMING LOANS AND OTHER CAPITAL SOLUTIONS

PAYMENT AND ACCOUNT MANAGEMENT

COLLECTION SERVICES

• Payment processing

•
•
•
•

• Customer retention and profitability
modelling
• Predictive analytics
• Systems (Smart and FICO)

Early stage rehabilitation
Late stage collections
Legal recoveries
Business-to-business collections

• Predictive analytics
• Segmentation modelling
• Systems (Smart and FICO)

Telcos

Specialised
lending

Banking
21%

22%

Telcos

3%

2%

Other

21%

Insurance

Banking

11%
25%

7%

Public sector

Specialised
lending

5%

31%
52%

Credit retail

Credit retail

SME FINANCING

• Invoice discounting
• Trade finance
• Property finance

DEBT PURCHASING

• Spot book acquisitions
• Bespoke capital solutions
• Forward flow and gain
share agreements

Telcos

Specialised
lending

Banking
13%

2%

20%
2%

36%

SMEs
100%

CLIENT ENGAGEMENT MODEL

• Receivables management

Public sector

27%

Education
and SMEs

Credit retail

Sectors split by revenue per segment as at 30 September 2016.

1	R80 billion comprises credit monitored by the National Credit Regulator as at 30 June 2016. TCRS’s target market also includes SMEs, education,
insurance, public sector, telecommunications, state-owned entities (SOEs) and utilities.
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Q

What has been the impact of the
challenging economic environment,
and how has TCRS responded?

Again this year South African consumers’ ability to
service their debt has remained under pressure.
This is largely due to negative factors such as
higher inflation and interest rates, low economic
growth and static employment rates. Despite these
challenges, TCRS has continued to perform
positively by actively realising opportunities that
emerge in such an environment, and enhancing
our technology and data capabilities to become
more effective and efficient at what we do.

with David McAlpin
Transaction Capital
Risk Services CEO

The buying of non-performing loan portfolios is
certainly one of our success stories for the year.
We’ve seen a greater number of non-performing
loan portfolios come to market as credit providers
seek to realise immediate or upfront value from
their books in a challenging collections
environment. We’ve thus stepped up our book buying activity considerably but
conservatively, utilising our strong balance sheet and extensive data to selectively acquire
13 new portfolios for R184 million – the highest amount we’ve spent on book acquisitions
in a single year. We’ve also become more proactive, engaging clients directly to negotiate
on an exclusive basis and structuring more complex transactions such as gain share
agreements to enable clients to continue participating in the value of these books.
Although our agency business continues to perform well, the tough consumer environment
is making collections more challenging. We’ve mitigated the short-term impact by driving
productivity improvements through technology and data. However, with the amendments
to the National Credit Act (NCA) making it more difficult for credit providers to extend
credit to consumers, we do expect growth in the national unsecured credit book to taper
considerably over the next few years. We have thus continued to invest in expanding
into adjacent market sectors not regulated by the NCA, specifically the insurance,
telecommunications and municipal sectors, with key executives appointed to drive
penetration into this client base.
As the culmination of our two-year strategy to integrate all our operations under one
management team with an overarching strategy, focused on managing risk for our clients
across their customers’ lifecycle, all companies within TCRS were rebranded to leverage
off Transaction Capital’s brand equity. The new divisional brands are shown on page 15.
The strength of our services was reaffirmed in 2016, with Global Credit Ratings Co.
upgrading the primary and special servicer ratings assigned to Transaction Capital
Recoveries (previously MBD) to SQ1-(za) and SQ1(za) respectively; with the outlooks
accorded as stable.

Q

TCRS describes itself as technology-led – what are some of your
key technology initiatives?

We’ve created a roadmap for our technology investments over the next few years. The first
of these is our predictive dialer, which came online in 2016. In the collections business,
knowing who, when and what number to call is probably the most fundamental step in the
process, and the predictive dialer uses our analytics to do the legwork of scheduling calls
for the appropriate time and determining whether the right party has answered the call.
The productivity gains since the dialer came online have been immense – our number of
monthly outbound calls has increased almost three-fold, resulting in over 4 million voice
interactions per month.
What the predictive dialer has also allowed us to do is reduce our number of call centres,
due to the increased number of matters our call centre agents can now deal with daily.
Given that our call centre agents are highly incentivised based on performance, the higher
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number of voice interactions the predictive dialer
enables creates an opportunity for them to lift
their financial reward. Our call centre location
strategy now centres on the three biggest
metros – Johannesburg, Cape Town and Durban.
The rationalisation of our call centres resulted in
around 450 retrenchments, of which we successfully
relocated some 250 people.
The other big technology story for the year is our
master data universe (MDU), which establishes a
database of over 9.2 million unique ID numbers
linked to past payment behaviour and contact
details. The database is fully compliant with the
Protection of Personal Information Act. We’ve built
this database over time, drawing on internal and
external sources, and keep the data current, relevant
and accurate by constantly enriching it with the
results of our campaigns and contact attempts
as well as information from non-performing loan
portfolios we acquire. The MDU also allows us to
bid on non-performing loan portfolios coming to
market with more confidence as we’re able to more
accurately assess their value, in terms of what we’ll
be able to collect. We anticipate that this database
will create significant operational leverage for the
business in years to come.
The integration of the MDU and predictive dialer,
with planned workforce management enhancements
to be implemented in the 2017 financial year, is
expected to impact positively on both revenue and
cost savings over the next year. We’ll continue to
look at other technology investments that can drive
productivity and successful collections.

Q

How have recent regulatory
developments regarding financial
services providers impacted TCRS?

In addition to the impacts of amended national credit
regulations on our clients, two pieces of legislation
we’ve been monitoring closely are around nonauthenticated early debit orders (NAEDO) and
emolument attachment orders. The effective date
for the migration from NAEDO to authenticated
collections has been delayed to October 2019.
This change will require consumers to give
permission for debit orders to be loaded against
their account, which although justified in terms of
preventing debit order fraud, may create an avenue
for consumers to delay debt repayment by frustrating
the authentication process.
TCRS welcomes the Constitutional Court ruling
on 13 September 2016 regarding emolument
attachment orders (EAOs). We have not initiated
any new EAOs as a collection mechanism for more
than two years, and at end September 2016 less
than 0.2% of our revenue was generated from
historical EAOs.

Q

Looking further ahead, what does the
next year hold for TCRS?

Technology will remain a major theme of
our investments going forward. We constantly scan
the horizon to get a sense of where things are going
– if there is going to be disruption in our industry,
we want to be at the forefront of that. Rich data for
analytics, frictionless payment solutions and social
media are areas we expect will continue to develop
and present opportunities over the longer term, and
we have been engaging with agile technology
start-ups to see how we can further enhance our
capabilities.
In terms of growing revenue from non-NCA clients,
we’ve got the right people in place to grow into our
target sectors, and I am confident we’ll make strong
progress in this regard in the year ahead. Our
technology and data investments will enable us to
grow revenue from our core client base, and we will
focus on increasing revenue from the Tier 1 banks,
where we have generally been underrepresented.
Of the three acquisitions that took place during the
year, two are South African companies that will
enhance our current offerings, and one is Australian,
where applying our non-performing loan book
buying capabilities represents a significant untapped
opportunity. This business is already strong in
agency collections, including in the insurance,
telecommunications and utilities sectors, and we look
forward to working with the existing management
team to both enhance our domestic capabilities, and
to augment their expertise with our technology and
data capabilities.

ACQUISITIONS
100% of

75% of

Majority share of
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INVESTMENT
STRATEGY
FOR ACQUISITIVE
GROWTH

Transaction Capital targets
quality assets operating
within narrow market
segments that will enhance
its capabilities, and whose
competitiveness and value
can be maximised through
active management.
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Transaction Capital has a proven
track record of creating value
through identifying, pricing,
acquiring and integrating new
businesses, and then developing
them to achieve scale and leading
positions in their market segments
that will enhance its capabilities
and whose competitiveness and
value can be maximised through
active management.
Transaction Capital applies stringent criteria
when evaluating potential acquisitions, to
ensure that they will enhance its specialist
capabilities and with a view to expanding
internationally. Furthermore, it favours a narrow
focus on assets whose competitiveness and
value can be enhanced by active management
within its existing divisions. Although earnings
are an important consideration when evaluating
potential acquisitions, Transaction Capital is
more interested in a business’s ability to be
developed and to grow organically, as set out
in its investment criteria.

MARKET POSITION
>E
 stablished platforms with robust
organic growth.
>D
 elivering predictable, quality
earnings with high cash conversion
rates.
>N
 iche market participant
within Transaction Capital’s existing
or adjacent market segments.

CAPABILITIES

> P otential for consolidating
market position.

> Strong management team.

>S
 trong organic and acquisitive
growth prospects.
> International

targets that will grow
portfolio, diversify risk and
contribute hard currency earnings.

BUSINESS MODEL
>S
 calable business model with
a proven track record.
> F ocused business with potential for
high return on equity.
>D
 riven by systems, data and
analytics, and ability to augment
these with Transaction Capital’s
technology capabilities.
>E
 ase of integration into Transaction
Capital’s existing divisions.

>D
 eep knowledge of its industry
and chosen market segments.

INVESTMENT
CRITERIA
Target quality assets
operating within focused
market segments that will
enable Transaction Capital
to enhance its capabilities,
and whose business model
and value can be
enhanced through active
management.

>B
 usiness platforms that can be
developed and scaled.
> Intellectual property and expertise
that can augment Transaction
Capital’s existing capabilities and
facilitate access to new verticals.

CULTURE
>A
 lignment with Transaction
Capital’s values.
> Client- and solutions-orientated.
>E
 ntrepreneurial management that
are co-invested.
> Strong relationships with its clients.
>E
 xperienced teams whose skills
will benefit Transaction Capital’s.

>A
 bility to enhance Transaction
Capital’s current services to clients.
>S
 calable business platforms, whose
competitiveness and value can be
developed and enhanced by
Transaction Capital.
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RECOVERIES CORPORATION
GROUP LIMITED
(RECOVERIES CORPORATION)

ACQUISITION
FOCUS
Transaction Capital entered into
three acquisitions in 2016, in line
with its strategy to diversify the
group internationally and to apply
its capabilities to adjacent market
segments. Transaction Capital has
applied its stringent investment
criteria when evaluating these
acquisitions, favouring a narrow
focus on quality assets operating
within its existing or adjacent
market segments.
Although these companies are excellent
businesses in and of themselves, they also
have scalable business models and proven
track records, and will benefit from Transaction
Capital’s active management, sharing of skills,
enhancing technology and monetising its
proprietary data to enhance their business
model and value.

Transaction Capital entered an agreement to acquire
100% of the equity in Recoveries Corporation for a
maximum purchase consideration of AUD43 million,
with AUD33 million being payable upon the
acquisition becoming effective and a further potential
AUD10 million becoming payable over an earn-out
period ending 30 June 2018. This acquisition
provides Transaction Capital with a strong entry
point into the Australian market and the opportunity
to expand geographically into a developed,
English-speaking economy. Transaction Capital will
thus diversify concentration risk as it earns hard
currency-based returns.
Founded in 1991 in Melbourne, Australia,
Recoveries Corporation provides consumer customer
management solutions to a well-diversified blue-chip
client base within the government, insurance,
banking and finance, utilities and telecommunications
market sectors within Australia. Services include debt
recovery solutions (including early stage
rehabilitation, late stage collections and legal
recoveries), insurance claims recoveries (including
claims recoveries and claim file audits), customer
services (including reminder calls for pre-collection,
courtesy calls, payment arrangement reminders and
demand calls), and litigation management via its
legal firm, Mason Black Lawyers. Recoveries
Corporation employs approximately 600 people
across its entire business comprising its Australian
operations in Melbourne and Sydney, and offshore
call centre and administration operations in
Suva, Fiji.
Recoveries Corporation is an efficient platform that
Transaction Capital intends to develop and scale.
The Australian debt collection industry is highly
fragmented (with approximately 20 companies
accounting for 85% of the market), which provides
Transaction Capital with an opportunity to expand
acquisitively in Australia. In addition, Recoveries
Corporation is exclusively a contingent debt
collection agency, receiving fees-for-services.
Transaction Capital will apply its analytics, pricing
expertise and capital management capabilities to the
purchase of non-performing loan portfolios in
Australia to facilitate Recoveries Corporation’s
expansion into this adjacent market. The purchasing
of non-performing loan portfolios comprises the
majority of debt recovery activity in the Australian
industry and accordingly presents an attractive
growth prospect.
Recoveries Corporation is a niche market participant
with proven technology, strong data analytics skills,
and deep industry knowledge operating within the
credit risk services market segment.
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Recoveries Corporation thus possesses
intellectual property and expertise that can
enhance Transaction Capital’s specialist
capabilities thereby assisting Transaction
Capital to grow its share in existing market
segments and/or facilitate access to new
verticals. Recoveries Corporation’s 25 years of
expertise in the insurance recoveries industry
will augment Transaction Capital’s competencies
and facilitate the growth of its fledgling insurance
recoveries offering in South Africa.
Following this acquisition, Recoveries
Corporation’s founders will retain their executive
director positions and remain closely involved in
the organic growth and day-to-day operations
of the business.

David Mond CEO,
Recoveries Corporation

Q

Take us through the founding of your business – what were the opportunities
you identified, and what were some of the challenges?

The business was founded more than 25 years ago by myself and Leon
Sholl. At the time, I was working as a certified public accountant and tax agent, and
had acquired a small licensed mercantile debt collection business, and Leon was
working as a lawyer for insurance companies to recover claims from third parties.
Our sense was that insurance companies were paying legal fees in excess of the
amount they were recovering. We set out to develop a specialised service outside the
core business of insurance companies, which is to make money from premium
underwriting and investment income. What set us apart at the time was to offer – at
no charge – an audit of closed warehouse files. We found that there was significant
claims leakage in the industry – I remember specifically an example where we found
a cheque on a closed file for AUD64 000 that someone forgot to bank!
This business started gaining traction, and in 1995 we rebranded as Insurance
Recoveries Australia. There were certainly challenges in converting the model to a
'business as usual' pre-write off recovery business, because essentially the decision
makers were in effect voting themselves out of a job. It took years of engaging with
clients in the insurance industry for our model to gain acceptance. After eight years,
we bought a debt recovery system and moved into the government and commercial
sectors by winning tenders. Our persistence however paid off, and between 1991
and 2016 we grew from five people to over 600.

Q

What are some of the key activities of your business, and how do you
ensure your impact on society is positive?

In addition to claiming insurance recoveries from third parties, we recover
debts such as personal loans and credit card debt for banks, monies owing to
utilities, telcos and corporates, as well as government debt such as taxes owed. Our
statement of purpose is ‘connect engage succeed’, and we’ve developed systems and
processes that deliver in this regard.
In undertaking collections, we are cognisant of the fact that most people will
experience financial stress in their lifetime, whether as a result of business failure,
tragic events, loss of employment or financial mismanagement. For this reason
rehabilitation is an important part of our approach – we want to help people get
back on track, so that they can remain a customer to our clients. That’s why we look
to negotiate rather than litigate. Our in-house software development team has built
customer-friendly solutions such as an online self-management debt repayment
plan process.

Q

What are some of the organic growth prospects for your business, and
how does your relationship with Transaction Capital strengthen your ability
to realise these opportunities?

Aside from the substantial organic growth potential in our existing core business, we
foresee significant opportunities in the strategic acquisition of non-performing loan
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portfolios and non-debt recovery services. We have a
licensed subsidiary that specialises in acquiring distressed
books, and together with Transaction Capital’s financial
strength and expertise in assessing the value and risk
associated with these portfolios, we are now positioned to
become a major player in this sector in Australia.
The non-debt recovery sector is much larger than the debt
recovery sector. Having performed such work for clients
including the Australian Tax Office, we believe that
Transaction Capital's capital and infrastructure will assist
organic growth in this area. We’ve also established a
presence in Suva, Fiji that specialises in non-debt
recoveries, which has grown to 230 people in a short
space of time.
Although I’ve singled out our non-performing loan
acquisition and non-debt recovery activities as areas with
great organic growth potential, our debt recovery business
continues to experience significant growth. This is
attributable to our success in bringing new clients on board,
as well as increasing our market share from existing clients,
which is driven by our strong collections performance.

In conclusion, what is your view on the outlook
for your business as part of the Transaction
Capital group, and the working relationship
between your and Transaction Capital’s management
teams going forward?

Q

Although it’s still very early days, it is clear that there is
strong alignment between the respective management
teams. One of the major reasons our shareholder vendors
determined that Transaction Capital was the right acquirer
of the business was the strength of Transaction Capital’s
management team. Importantly, we also share the same
values and business principles, which is fundamental for a
transaction of this nature to work.
An area where both Transaction Capital and ourselves are
confident we’ll be able to add value to its South African risk
services business is through our expertise in insurance
recoveries. Our insurance recoveries system will contribute
significantly to strengthening Transaction Capital Risk
Services’ fledgling domestic insurance recovery business.
We are planning for strong growth as part of the
Transaction Capital group. There is a desire by everyone to
build a strong collaborative business partnership, for mutual
profitable and sustainable growth.
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RC VALUE ADDED SERVICES (PTY) LTD
(ROAD COVER)

During November 2016, Transaction Capital concluded an
agreement to acquire a controlling interest in Road Cover.
Road Cover offers its proprietary value-added services to
the mass consumer market on a subscription basis.
Subscribing members obtain access, at no additional cost,
to high-quality legal and administrative services aimed to
assist with the complexity and cost associated with lodging
and processing claims against state-run public schemes or
state insurance funds, with members receiving 100% of
their awarded claims. Services include the administration of
Road Accident Fund claims, Compensation for
Occupational Injuries and Diseases Act claims and the
administration of claims against various road agencies and
municipalities relating to damage to a member’s motor
vehicle due to poor road conditions.
Road Cover’s products are typically embedded in other
subscription-based products in the insurance, banking,
motor and retail industries, and are also distributed to
consumers as a standalone product via direct marketing
channels.
The acquisition provides TCRS with a strong entry point into
the adjacent value-added services market, where it can
leverage its existing competencies to enhance Road Cover’s
existing market position. The rationale is to offer Road
Cover’s products to the mass consumer market through
TCRS’s existing banking, retail, insurance,
telecommunications and other clients, thus enabling these
clients to generate higher risk-adjusted returns through their
engagements with their customers at point of origination. As
a separate strategy, leads can be generated and products
can be distributed directly into TCRS’s internal database of
9.2 million unique consumers as well as into SA Taxi’s
client base. Finally, in addition to enhancing the scale of
Road Cover, efficiencies can also be achieved with regard
to client origination, management (i.e. payment) and
collection processes.
Following this acquisition, Road Cover’s founder will retain
a 25% ownership of the company and will remain the
company’s CEO, responsible for the continued organic
growth of Road Cover’s high-quality earnings and the
consolidation of this highly fragmented market segment
through a build-by-acquisition strategy.

Q

Eugene Beck CEO,

Road Cover

When was your business founded,
and what were the factors that
motivated you?

In 2001 I found myself in a situation where I
needed to make a claim against the Road
Accident Fund. The process was challenging in
many ways, and I realised that this was the
experience of many people who found themselves
in this unfortunate position. The way in which
Road Accident Fund claims are traditionally
managed means that the claimant doesn’t receive
the full benefit of their claim, so I set out to build a
product that can assist the average commuter in
submitting a claim to the Fund while ensuring that
they receive the full value of their claim. Given the
complexity of the industry I was getting into, I
spent a few years trying to understand the industry and where the product would fit in,
which led to Road Cover being established around 2004.

Q

What are the benefits of being a Road Cover member?

Q

What organic growth opportunities do you foresee as part of the
Transaction Capital group?

Q

In conclusion, what is your view on the working relationship between your
and Transaction Capital’s management teams going forward?

For a monthly subscription, Road Cover members are covered in the event
of having to submit a claim to the Road Accident Fund. We take care of
everything, including all the costs associated with processing and preparing the claim,
which includes recovering the accident, hospital and medical reports required to
substantiate the claim, to preparing all the documentation and submitting the
claim – with the full claim amount being paid out to the member. Using a legal
representative to administer your claim can result in most of the funds recovered being
used to cover legal fees, which is seriously disadvantageous to the claimant. That’s
our value proposition – members get 100% of what they’re entitled to from the Road
Accident Fund.

There’s a substantial opportunity to leverage Transaction Capital’s data and
client base to increase the reach of the Road Cover product. For example, in SA Taxi
we could look at marketing the product to individual commuters, or to develop a
product for taxi owners that covers their passengers in the event of an accident. In
Transaction Capital Risk Services, the Road Cover product can be provided to
consumers through the division’s existing clients as a value-added product, providing
an opportunity for its clients to generate higher risk-adjusted returns. Leads can also be
generated and the product distributed directly to consumers within Transaction Capital
Risk Services’ internal database.

During the pre-acquisition phase I spent a lot of time within the group, to get
to know the different management structures and management teams, and moreover
the people I’m going to be working with. I really got the sense that this is the kind of
business Road Cover can be part of – an intelligent and dedicated management team
that can add huge value to our business, and conversely that we can be of great
value to. The core competencies of our respective businesses are definitely a match,
and I’m very positive about the future we have ahead of us.
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Marnus Broodryk

CEO, The Beancounter

THE BEANCOUNTER
FINANCIAL SERVICES
(PTY) LTD (THE BEANCOUNTER)
The Beancounter is a fully outsourced
accounting, payroll and tax services provider
utilising “software as a service” technology,
and is well-positioned in its market segment
with solid organic growth prospects. It
provides services on a monthly retainer basis
and is one of the leading specialists in cloud
accounting.
The acquisition of The Beancounter will
enable TCRS to augment its offering to its
SME client base.

Q

When was your business
founded, and what were the
factors that motivated you?

The Beancounter was founded in 2008, with
the vision to establish an accounting firm that
does more than just compliance work, but that
acts as a business partner to entrepreneurs that
helps them grow their businesses. We are
passionate about small businesses and helping
them succeed, which is what drives the
services we develop and the way we work.
The Beancounter has grown into a leader
and disruptor in the accounting industry
through great technology and highly
personalised service.
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Q

What services do you offer to
SMEs, and how do these
services help them succeed?

We provide full outsourced accounting
services to SMEs. Entrepreneurs need
good financial advice, and our
accounting, tax and payroll services –
which we provide at a fixed monthly price
at a fraction of the cost of a full-time
accountant – fulfils this need. The result is
that business owners who are not
accountants can now understand their
businesses better and have their financial
information at their fingertips through cloud
technology and simple-to-use applications,
and get access to a dedicated accountant
who can assist with their queries.

Q

How does your business
leverage technology to service
your SME clients?

The Beancounter is a leader in the
accounting industry when it comes to
technology. We are a gold partner for
Xero – the biggest cloud accounting
application in the world with close to one
million users – and we’ve developed our
own intellectual property over the last three
years to integrate with these applications.
We’re also a Platinum SageOne reseller,
being Sage Pastel’s biggest accounting
partner in Gauteng for 2015/16 and the
first accounting firm to use their cloud
solution, SageOne.

What are some of the organic
growth prospects for your
business, and how does your
relationship with Transaction Capital
strengthen your ability to realise these
opportunities?

Q

For the past three years, The Beancounter
has been growing at 75% to 100%
year-on-year. We expect this will continue
as we further entrench our market-leading
position in cloud accounting. As part of
the Transaction Capital group, we’ll be
able to provide our services to its existing
SME client base, which will be valuable
to these SMEs as it will ultimately move
their businesses forward and provide
better data and financial information for
funding requirements. Also, given that
cash flow problems are the biggest
challenge for SMEs in South Africa, our
knowledge and experience with cloud
accounting, together with Transaction
Capital’s funding capabilities, creates an
exciting opportunity for developing
cloud-based funding solutions.

In conclusion, what is your view
on the outlook for your business
as part of the Transaction
Capital group, and the working
relationship between your and Transaction
Capital’s management teams going
forward?

Q

We are very excited to be part of the
Transaction Capital group and the
relationship is such a perfect fit for ourselves,
our clients and for Transaction Capital’s
existing businesses. We are confident that,
together, we will be a leading disruptor of
current business models in our industry – and
we couldn’t have asked for a better
management team to be part of this journey.

BLOW THE
WHISTLE

ON UNETHICAL OR FRAUDULENT BEHAVIOUR.

You can report any suspected unethical or fraudulent behaviour
safely and anonymously to Whistle Blowers in 11 different
languages, 24 hours a day, 7 days a week, year-round on:

0800 212 767
Or contact Whistle Blowers via:
Email: information@whistleblowing.co.za
Fax: 086 522 2816
Online: www.whistleblowing.co.za

Your details will be kept safe and will not be given to your
company, even if you choose to give Whistle Blowers your
details so you can get progress information on your report.
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Unethical behaviour can take many different forms and
have different levels of severity. If you see it, report it!
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