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Acronyms and Abbreviations

APP
Approved
B-BBEE
BFS

Commitments

COSO

DFls

Disbursements

EC
ERM
FC
FMD
FS
GDP
IDC
IPAP
IRMSA
IRR

IT

Annual Performance Plan

Final committee approval obtained, legal agreements not signed
Broad-Based Black Economic Empowerment

Bankable Feasibility Study

Legal agreements signed. (Deals may have been approved in
current and previous financial periods.) All Conditions Precedent

may not have been met yet.

Committee of Sponsoring Organisations of the Tread way

Commission
Development Finance Institutions

Total cash advancements made against all approved deals (deals
may have been approved in current and previous financial periods)
subject to all Conditions Precedent having been satisfied by the

investee.

Eastern Cape

Enterprise-wide Risk Management
Financial Closure

Fund Management Division

Free State

Gross Domestic Product

Industrial Development Corporation
Industrial Policy Action Plan
Institute of Risk Management Standards of South Africa
Internal Rate of Return

Information Technology
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IST

JSE

KZN

KPI

MBAP

MOU

MTEF

MP

NEF

QLFS

PFMA

PRASA

PFS

PIU

POIU

RMC

ROI

RCDF

SEDU

SME

SOCE

SPF

TC

wcC

Information Systems Technology Department

Johannesburg Stock Exchange
KwaZulu-Natal

Key Performance Indicator

Mining Beneficiation Action Plan
Memorandum of Understanding
Medium Term Expenditure Framework
Mpumalanga

National Empowerment Fund
Quarterly Labour Force Survey

Public Finance Management Act
Passenger Rail of South Africa
Pre-feasibility study

Pre-Investment Business Support Unit

Post Investment Business Support Unit

Risk and Portfolio Management Committee

Return on Investment

Rural and Community Development Fund

Socio Economic Development Unit
Small and Medium Enterprise

State Owned Commercial Enterprise
Strategic Projects Fund

Technical Completion

Western Cape
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It is hereby certified that this Annual Performance Plan (APP):

Was developed by the management of National Empowerment Fund (NEF) under the

guidance of Accounting Authority, Mr Rakesh Garach.
Was prepared in line with the current Strategic Plan of the NEF.

Accurately reflects the performance targets which NEF will endeavour to achieve given the

resources made available in the budget for 2018/19.

Innocentia Pule : v

Chief Financial Officer

Date: 30/01/2018

et

Philisiwe Mthethwa

Chief Executive Officer

Date: 30/01/2018

Recommended for approval by

Rakesh Garach

Accounting Authority

Date: 30/01/2018
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South Africa’s promotion of a higher level of more inclusive economic growth must involve
intensifying efforts to promote Radical Socio-Economic Transformation in two inextricably

linked dimensions.

Firstly, it must involve redoubling our efforts to fundamentally change the colonially-defined
structure of our economy as a producer and exporter of primary commodities through
industrialisation and moving up the value chains. Secondly, it must mean intensifying efforts
to promote greater inclusion of black people in positions of ownership, management,

leadership and control, particularly but not only in the productive economy.

One of the flagship pillars that are integral to the Industrial Policy Action Plan (IPAP) is the
Black Industrialist Programme. This we launched in 2016 when we said we would seek to
support 100 black industrialists over the then Medium-Term Expenditure Framework (MTEF)
period ending March 2019. We can now point to 62 approved projects run by black
industrialists with Government agencies including the NEF, collectively having deployed over

R3 billion in support of about 3 979 new jobs and 3 837 retained jobs.

In partnership with local and international investors, the NEF has developed 27 strategic and
industrial projects worth over R28 billion, with the potential to support over 85 000 jobs, 3 600
of which have been created to date. The NEF’s Strategic Projects Fund therefore remains a
key and important instrument whose work supports efforts to advance the development of

black industrialists.

Equally important is the spirited work that continues to unfold in the other areas of the NEF’s
mandate, namely the iMbewu Fund that supports SME development; the Rural and
Community Development Fund that supports rural and peri-urban economic activities; the
Women Empowerment Fund, whose ethos is based on the mantra that “to fund a woman is to
fund a nation”, as well as the uMnotho Fund through which the NEF supports black
participation in untransformed sectors of the economy and expansionary projects in medium-

sized enterprises.

In addition to providing innovative finance solutions, non-financial interventions such as
business planning, entrepreneurship development, incubation, investor education and
mentorship are also critical imperatives in the quest for inclusive growth, and in this regard we

commend the NEF for continuing to set the benchmark. We especially commend the NEF for

Annual Performance Plan for 2018/19 - 21 7
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securing for twelve years running, clean external audit opinions, which attests to the

organisation’s integrity and financial management acumen.

It is for these reasons that efforts are underway to ensure that the NEF, as an apex institution,
will soon be recapitalised as a subsidiary of the Industrial Development Corporation in order

to meet the considerable demand for funding by black entrepreneurs.
Targets set out in this Annual Performance Plan will allow the NEF to continue its sterling job

in supporting Government policies, especially IPAP and NDP, which are aimed at enhancing

the creation of decent job opportunities for our economy.

)

Dr Rob Davies. MP
Minister of Trade and Industry
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Critical risks continue to relate to Recapitalisation, Sustainability and Credit/Asset quality.
Securing additional capital remains the NEF’s key objective to ensuring the sustainability of
the organisation in order for it to fulfil its mandate. It is therefore critical to urgently implement
the business combination process with the IDC as announced in February 2017. Delays
experienced during the 2017/18 financial year in unconditionally releasing the bridging finance
from the IDC to fund activities as outlined in the original APP, compelled the NEF Board, with
the Minister’s approval, to review and revise down the targets set for the year. The 2018/19
targets onwards have however been set in anticipation that all hurdles experienced in the
current year would be cleared to allow flow of funds to the NEF in time for the 2018/19 activities

to be undertaken.

The NEF continues to engage the National Treasury through the dti in obtaining all PFMA
approvals that will allow it to access loan funding from various lenders that the organisation
has been engaging. These include the IDC, the PIC as well as other capital market lenders.
It is however critical to highlight that allocations from the fiscus will still be required to allow

the NEF to sustainably continue discharging its mandate.

The NEF has continued to champion the quest for inclusive economic participation as
evidenced in the sterling performance reported for the 2016/17 financial year. The total value
of approvals since inception to the 2016/17 financial year is R8.6 billion towards 852 black

businesses; while R5.6 billion has been disbursed into the national economy.

It is pleasing to report that as at end of quarter three of the 2017/18 financial year, the NEF
has approved sixty-seven transactions worth R474 million and has disbursed R323 million into

the economy. Through these disbursements, the NEF is geared to support 2 291 job
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opportunities (1 516 of which are new). This brings total job opportunities geared to be

supported since inception in excess of 94 000.

Management and the Board will during the 2018/19 financial years formulate strategies aimed
at further entrenching economic participation of designated groupings (mainly women, youth
and persons with disabilities). This will culminate in targets being set in line with the directive
from the dti. Adequate capital resourcing of the NEF is however very important in ensuring

that sustainable programmes in this regard can be established.

The final draft of the APP is hereby presented to the dti for approval. As indicated above, a
key assumption made by the organisation as it presents its targets is that adequate resources
will be available to roll out programmes outlined in this APP. This submission has been

deliberated on and approved by the Board of Trustees.

Annual Performance Plan for 2018/19 - 21 10
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Part A:

Strategic Overview
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Our vision is to be the leading provider of innovative transformation solutions for an
economically inclusive South Africa. We seek to be the lead financier of Broad-Based Black

Economic Empowerment (B-BBEE) investments in the DFI space.

The National Empowerment Fund is a catalyst of B-BBEE in South Africa. We enable, develop,
promote and implement innovative investment and transformation solutions to advance

sustainable black economic participation in the economy.

The NEF has implemented a values & culture programme which has been developed,

communicated and implemented through various workshops with staff. The NEF values are

the cornerstone of how the NEF expects its employees to conduct themselves when

discharging their duties. The leadership strives to ensure the entrenchment of these values

through targeted initiatives such as the values celebration program, as well as linking the

values and culture program to heritage month. The values by which we conduct ourselves are:

Ethics : Choosing to do what’s right over what’s wrong

Motivation : Being self-driven and passionate in what we do

Performance : Achieving results timeously, accurately and performing to create an impact

Ownership : Owning our actions, our decisions and consequences of our actions

Worthy . Creating an environment where we make a valued contribution and where
we feel valued for our contribution

Excellence : Consistently exceeding expectations and being the best in everything we do

Respect . Treating everyone fairly and with dignity and demonstrating humility

Annual Performance Plan for 2018/19 - 21 12
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The NEF’s key strategic outcome-oriented goals against which performance is reported are

to:

Provide finance to business ventures established and managed by black people.
Invest in black empowered businesses that have high employment creating
opportunities.

Support the participation of black women in the economy.

Facilitate investment across all provinces in South Africa.

Encourage and promote savings, investment and meaningful economic participation
by black people.

Advance black economic empowerment through commercially sustainable
enterprises.

Establish the NEF in the South African economy as a credible and meaningful DFI.
Establish the NEF as a sustainable DFI.

In order to achieve these objectives the NEF is structured to deliver against this mandate by

performing the following core activities:

Fund Management, which comprises:

» The Venture Capital & Corporate Finance Division, which is comprised of
uMnotho Fund, the Strategic Projects Fund (SPF) and the Women
Empowerment Fund.

» The SME & Rural Development Division, which consists of Pre-Investment
Unit, iMbewu Fund, Rural & Community Development Fund and Regional
Offices.

» General Counsel, which provides the following:

= Legal support;

= Post-investment support services to the invested portfolio;

= Turnaround, workout and restructuring services;

= Socio-economic Development and Asset Management Units through
which the NEF provides support to communities, aims to foster a
culture of savings and investment among its beneficiaries as well as

promote Enterprise Development.

Annual Performance Plan for 2018/19 - 21 13
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These core areas are strategically supported by the following units:

=  Human resource;

*  Finance;

= Information Systems and Technology;
=  Supply Chain Management;

= Strategy and Planning;

= Marketing and Communications; and

=  Facilities.

Empowerment Dividend

The NEF seeks to measure and assess its impact not only on the basis of financial return, but

in accordance with what is referred to as the Empowerment Dividend which is the socio-

economic impact of the NEF’s investment activities, as provided for in the Broad-Based Black

Economic Empowerment Act. The Empowerment Dividend has to manifest itself in

measurable impact results over and above financial returns.

Elements of the Empowerment Dividend are as follows:

Contribution to Broad-Based Black Economic Empowerment — the NEF assesses
each transaction against the results of the B-BBEE scorecard, before and after funding,
to ensure that each transaction contributes to the advancement of B-BBEE.
Participation by black women — the NEF emphasises the empowerment of women
by providing for an additional weighting for black women participation.

Support of Job Opportunities — Contribution towards employment creation and the
number of job opportunities created per rand invested or job opportunities sustained
through investment in expansion type activities.

Investment in Priority Growth Sectors — The number of investments facilitating black
ownership and control of existing and new enterprises in the priority sectors of the
economy as identified by the IPAP and the National Development Plan.

Geographic Spread - Geographic spread of investments and contribution towards
increased economic activity across all provinces, particularly in areas of regional
economic disadvantage.

Investment Return - The return that each Fund realises on capital employed after

impairment.

Annual Performance Plan for 2018/19 - 21 14
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There are no recent court rulings which would impact on the NEF’s ability to implement its

strategy.

Global Economic highlights

The global economy expanded by just 2.2%, the lowest economic growth rate since 2009, as
a result of stagnating global investment, low global trade growth, low productivity and higher
levels of debt. Recent low commodity prices have aggravated these factors with conflict and
geopolitical tensions continuing to weigh on economic prospects in several regions. Global
uncertainty was further aggravated by the change of leadership in the USA. The US elections,
combined with Brexit all point towards a potentially high degree of protectionist and nationalist
sentiment. Should it be followed through by policy, it is likely to impact negatively on global

trade and investment flows.

According to the World Bank, the global economy is projected to expand by 2.7% in 2017.
This modest growth is indicative of economic stability as opposed to a signal of dynamic and
sustained revival of global growth. Key global events that pose key risks include the economic
slowdown in China; US interest rate hikes could negatively impact on capitals flows into
emerging markets; and rising populism in developed economy could see protectionism

policies disrupting trade and investment flows that encompass emerging markets.
Key global implications to South African markets

The UK’s withdrawal from the EU may enable the Southern African Customs Union to
negotiate improved access for agro-processing and agricultural products to the UK market as
the restrictive conditions hitherto imposed by other EU countries will no longer have to be

accommodated.

South Africa’s motor vehicle exports to the UK may benefit from Brexit should vehicles
produced in the EU face more difficult market entry. However, should the UK vehicle producing
industry suffer setbacks, its demand for South African vehicle parts and components may

decline.

Import competition would most likely intensify if Chinese and Mexican clothing manufacturers
lose substantial market access in the US. This would counter ongoing efforts to stabilise the

domestic sector.
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It is worthy to note that South Africa’s prudent macroeconomic and fiscal policies, which
include inflation targeting and a flexible exchange rate, enable the economy to adjust to global

volatility, and provide a stable platform for investment.
South African Economic highlights

On the domestic side, the South African economy faced a challenging year in 2016 where the
GDP contracted by 0.3% in the fourth quarter of 2016 and the overall annual GDP grew by
0.3%.

Following two consecutive quarters of decline, the South African economy recorded a
promising recovery of 2.8% and 2% growth in GDP for the second and third quarters of 2017.
This recovery was mainly driven by agriculture, finance, manufacuturing and mining. What is
noteworthy and comes a welcomed relief to cash strapped households is the fact that the
growth in agriculture was mainly driven by a rise in production of field crops, in particular maize
and wheat, as well as increased production of horticulture products such as vegetables. The
bumper crop will assist in driving prices of these commodities down. The growth in mining was
the second consecutive quarter of growth in the sector, which in the third quarter was mainly

driven by increased production of gold and platinum.

High unemployment remains a key challenge in the South African economy as the
unemployment rate remained stagnant at 27.7% since the first quarter of 2017, which is the
highest observed since September 2003. Of the increased number of job-seekers, 56% were

young people aged 15-34, driving the youth unemployment rate to 38.6%.

According to the revised World Bank forecast, the South African economy is projected to grow
by 0.6% in 2017, an adjustment from the 2017 Budget Review projection of 1.3%. However,
a recovery is expected, which will be supported by a stronger global growth, more favourable
weather conditions, reliable electricity supply, less volatile labour relations, and stabilising
commodity prices. The projected recovery of 1.1% and 1.7% for 2018 and 2019 respectively
is however a significant far cry from the 5.4% growth required in order to attain the NDP

aspirations.
Considerations for the NEF

In the midst of a global and domestic difficult economic environment, the NEF remains
committed to its role in contributing to the achievement of national goals of poverty alleviation,
transformation and economic growth. In addition, the NEF recognises its responsibility as a

funder to black-owned businesses to encourage investment activites in the country that will
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further contribute to job creation opportunities in a time where unemployment continues to be

a challenge.

The State of the Nation Address in January 2017 called for radical economic transformation.
In addition, the Budget Speech of February 2017 pointed to additional efforts to reduce

economic concentration through enhanced competition in South African markets.

The Minister of Finance, Honourable Malusi Gigaba, stressed in his address to the Black
Business Council on 15 May 2017, a point he further emphasised in his Medium Term Budget
Policy Statement on 25 October 2017, that the government is committed to address the high
barriers of entry and low competition in the South African market, and emphasised the urgency
to deliver socio economic change that will enable businesses and industries to grow in an

inclusive way.

Consequently, the government calls for urgency to accelerate inclusive growth and
development in an effort to reverse the triple challenge of poverty, unemployment and
inequality. The sovereign downgrades have further highlighted that there is a greater need for

economic growth and transformation in the midst of an undeniably tough economic climate.

With a strong commitment to advancing an empowerment dividend comprising of job
opportunities creation, women economic empowerment, investment across all provinces in
the country; the NEF serves to lend support and credibility to black-owned businesses which
have a higher risk profile in a climate where otherwise investment in these businesses would
be minimal. The NEF is therefore equipped and experienced to make higher risk investments

that will advance economic transformation.
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The NEF seeks to align its strategy and activities with the priorities of national government.

Details of this are provided below.

11.1  Alignment to the dti

The NEF actively contributes to the following strategic objectives of the dti.

the dti Strategic Objectives NEF Strategic Objectives Programmes/ Activities
Facilitate transformation of the Provide finance to business ventures  Approval and Commitment
economy to promote industrial established and managed by black activities by the funds.
development, investment, people. (iMbewu Fund, Rural &
competitiveness and employment Community Development
creation. Fund, uMnotho Fund, Women

Empowerment Fund and

Strategic Projects Fund).

Invest in black empowered business’  Approval and Commitment

that have high employment creating activities by the funds.

opportunities. (iMbewu Fund, Rural &
Community Development
Fund, uMnotho Fund, Women
Empowerment Fund and

Strategic Projects Fund).

Black economic empowerment is Non-financial support activities
advanced through commercially including mentorship,
sustainable enterprise. entrepreneurial development,

and portfolio management

activities.
Facilitate broad-based economic Encourage and promote savings, Investor education campaign.
participation through targeted investment and meaningful economic
interventions to achieve more participation by black people.

inclusive growth.
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National Empowerment Fund

The strategic planning process starts with an assessment of where the NEF is, market failures
that are being addressed and what resources are available to the organisation. A reflection
and examination of recent history and changing contexts (both internal and external) of the
economy, organisation, strategic thrust and progress made on strategic objectives allows an
assessment of key impacting factors on the NEF. Answering the question of what we have to
work with involves consideration of strengths and weaknesses and determination of how to

capitalise on strengths.

We then determine the strategic direction/focus for organisation for the long term. Through a
through stakeholder engagement and assessment of stakeholder needs, the vision and values
of the NEF are then defined. The vision is then translated into a mission statement which is a

broad, comprehensive statement of the purpose of the organisation.

The next step in the planning process is the articulation of goals. Goals indicate the intended
future direction of the organisation. After articulating the vision and determining goals, we then
address the means of reaching those goals. This step involves articulating strategies for

achieving results. Strategies should reflect the strengths and weaknesses of the organisation.

Once all the objectives are defined and agreed upon, performance measures and targets are
then set. Goal measurement involves articulation of objectives, indicators, and benchmarks.

These measures are then included in the NEF’s organisational scorecard for approval by the
Board of Trustees. Key measures are further included in the Annual Performance Plan for
approval by the Minister of Trade and Industry. These targets are then monitored by both the

Board and the dti on a quarterly basis.
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National Empowerment Fund

The NEF’s strategic objectives are detailed in section 8 of this Plan, and detailed Financial

Projections are provided in Appendix A.

13.1 Projections of revenue, expenditure and borrowings
The NEF is currently engaged in a recapitalisation exercise with its Shareholder Ministry,
Government and other relevant stakeholders. The projections in this section have been

revised in line with available resources.

Revenue projections include interest on loans and investments, interest on cash in bank,
dividend income from listed and unlisted equity investments, raising / origination fees and
enterprise and supplier development contributions received. The interest on loans is projected
at rates based on the pricing policies of each fund and the interest rate projections over the
entire investment portfolio. Most of the NEF’s loan instruments are priced against the prime

lending rate. Fees are projected at 1% of a third of funds disbursed each year.

Interest on cash in the bank is projected at an average rate of 6.5%, which are the projected

rates achieved on money invested with the South African Reserve Bank.

Dividend income is particularly difficult to predict / project as these are linked to different
dividend policies of the NEF’s investee companies. The NEF has a portfolio of listed and
unlisted investments, the majority of which relates to the MTN shares allocated to the NEF by
Government. The dividend projections included in the overall revenue is therefore based our

best estimate of what the NEF could receive each year.

The Net Asset Value of the NEF has increased from R2.1 billion in 2005/06 to about
R5.2 billion as at financial year end 2016/17. This overall increase over the period has largely
been a factor of appreciation in fair value of the NEF’s listed investment portfolio and retained
earnings; however, material unrealised fair value losses on listed investments have been

reported in the last two financial years.

Total Expenditure (i.e. including funding for non-financial services offered by the NEF) has
increased in line with increased activities and targets. Operational expenditure includes
general & administration and employee costs, and apart from office rental and salaries, are all
budgeted for from a zero base. The overall methodology applied when budgeting for

operational expenditure is largely linked to the organizational targets and activities. The NEF
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National Empowerment Fund

has continued with a targeted critical role recruitment drive since the lifting of the funding

moratorium.

The NEF also embarked on various mandate related projects (i.e. non-financial support
services) for which specific budget allocations are required. To this end a further average of
R15m per annum has been budgeted for over the next three years. Some of the projects that
the NEF is and will be involved in are Investor Education road shows and non-financial support

to NEF investees (mentorship, entrepreneurship development as well as governance training).

Over the strategic period, the efficiency ratio (based on total costs) is forecasted to breach the
intended long term range of 54%-58%. This is mainly as a result of reducing income from both
investments and dividend receipts over the period. In addition, non-financial support activities
are not subsidised. In the event that the NEF gets transfers from the dti to fully fund the non-
financial services we currently undertake, the efficiency ratio could be brought down from an

average of 64% and maintained around 61% over the course of the strategic period.

13.2 Asset and liability management
The NEF, as a Schedule 3A entity under the PFMA, is required to operate fully on the basis
of not budgeting for a deficit. Investment activity is funded out of cash balances and thus all

liabilities will at all times be off-set by cash balances.

Excess cash is managed through a cash management process where short term cash is
invested in call accounts of three approved banks to meet short term cash requirements and

excess cash with the South African Reserve Bank in terms of the requirements of the PFMA.

13.3 Cash flow projections

Please refer to Appendix A.

13.4 Capital expenditure projects

Annual capital expenditure allocation is mostly related to replenishment of existing capital
expenditure items such as computers, furniture and office equipment. The NEF further plans
to enhance its IT environment and platforms over the medium period. The average budget

allocation for capital expenditure over the three year period is R5.8 million.
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13.5 Infrastructure plans

The NEF does not directly fund infrastructure for itself or the country as part of its mandate
though there may be an element of infrastructure funding provided through projects funded by
the Strategic Projects Fund that is a specific requirement of that project and in line with national
targeted strategic sectors. In addition, the NEF is involved in assisting with funding and/or

planning phases for the PRASA and AREVA infrastructure development initiatives.

13.6 Dividend policies
The NEF does not have a dividend policy with respect to any surplus reported. Surpluses are
retained following a section 53(3) application to the National Treasury each year in order to

meet further capitalisation needs of the NEF since it is not currently on the MTEF.
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Part B:

Programme Performance
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Strategic Objective:
Provide finance to business
ventures established and

managed by black people.
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National Empowerment Fund

The Human Resources (HR) department plays a critical role in supporting the business

strategy in that HR serves as an enabler of people development and ensures that its

processes and procedures sufficiently motivate staff so that they can deliver the required

standards and outputs.

The HR department will through various means, ensure that all its stakeholders are actively

engaged and contribute to the refinement of its service offering and thus positioning the NEF

for success in discharging its mandate. The department does this by:

Delivering business results through an integrated people centred strategy, that
supports employees by providing training and development opportunities;

Attracting high calibre and suitably qualified candidates who are fit for purpose;
Utilising a pay-for-performance remuneration structure which will ensure that key and
top talent is retained at the NEF; and

Ensuring that exceptional performance remains a major yardstick with which
performance and ultimately succession planning and talent management is measured,
albeit there are other key factors that assist in determining the suitability of the targeted

employees.

Underpinned by the NEF’s core values, the organisation strives to position itself as an

employer of choice. Broadly, the NEF:

Offers a rich, rewarding and fulfilling career for its employees;

Embraces diversity in its employees by creating an environment that allows for
inclusivity, thereby increasing the levels of employee engagement;

Offers support and assistance to staff to improve their skills, qualifications and
expertise;

Offers a unique mandate that is appealing and ensures that its employees remain
engaged all the time;

Has employees that are young, vibrant and dynamic that go beyond the call of duty for
their clients;

Ensures that its staff well-being is taken care of and has employee friendly HR policies;

Provides an enabling environment for its employees to thrive in their jobs.
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As indicated in section 1, the NEF has, despite operating with limited human capital in the last
four years, managed to meet and sometimes exceed its annual targets. This situation is
however unsustainable and has to be speedily remedied as soon as the recapitalisation issues
are resolved. This will ensure that the full potential of the organisation is unleashed as

operating processes are already established and tested to allow even higher achievements.

Ideally the NEF should operate with at least 195 personnel, but has on average been operating
with only 160 people on average each year. The current financial projections, whilst assuming
adequate financial resources will be made available for funding activities has cautiously

projected at getting the headcount to only 175 through the strategic period.
To ensure that the relevant skills are retained and continue to be attracted, the NEF has short

term and long term incentive schemes. The cost implication of the human capital plan are

reflected in Appendix A.
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The NEF is currently engaged in a recapitalisation exercise with its Shareholder Ministry,
Government and other relevant stakeholders. One of the aims of this engagement is securing
the transfer of equity in other state owned entities to the NEF. These are entities in which the
NEF was allocated shares by the Government but the shares were never actually transferred
to the NEF (e.g. Safcol). We have requested intervention by our Shareholder Ministry in our

quest to secure the transfer of the equity to the NEF.

The NEF has been allocated equity in state owned or previously state owned entities which
were subsequently privatised as part of the initial capitalisation of the NEF. To date, the NEF
received shares in MTN (1.5%), Connex Travel (now trading as BCD Travel) (10%), Ithuba
(15%) and Gidani (10%). The plan of the NEF is to retain such equity and where possible,
participate in board, shareholder and other structures of such entities in order to ensure that
the interests of the NEF in such assets are looked after. From time to time, the NEF will create
opportunities for Black People to acquire interests in entities by making some of the equity
held in various entities available to them through retail BEE offers similar to the Asonge Retail
Share Scheme. This will be done once the NEF believes that sufficient value has been created
in the assets and that it will make commercial sense to introduce such offers in the market.
This will be determined by the market conditions, position and performance of the relevant

business.

From time to time, The NEF acquires equity in investee companies as part of its equity funding
instruments. The Post Investment Unit manages those assets as part of the Post Investment
Monitoring function of the NEF. The NEF has a Portfolio Management Committee which sits
monthly to consider reports on such investments and makes recommendations on plans to
maintain, enhance or dispose of the assets and the same committee regularly monitors

progress on implementation of such plans.
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The purpose of Information Systems and Technology (IST) at the National Empowerment
Fund (NEF) is to strategically improve, maintain and align information systems’ capabilities

and strategies with NEF’s organisational strategy.

The NEF is using the Master System Plan under the guidance of its governing structures to
identify and prioritize key IT projects for implementation over the next three years.

Implementation plans per IT project consider funding, risks, deliverables, resource and scope.

NEF’s IST Strategy is comprised of two key focus areas: Infrastructure and Applications. A
strong foundation for information technology is critical and we will continue focusing on

governance, risk management, security, and flexibility to forge our success.

The Master Systems Plan includes IT initiatives that are prioritised through the IST Steering
Committee to achieve IT- Business- Alignment. These IT initiatives will be implemented over

three years through allocation of funds and shall be monitored by the IST Steering Committee.

18.1 The IST Strategic principles

The NEF has formally adopted the COBIT Framework with the aim of standardising our
development, implementation, monitoring and improving IT governance and management
practices. Six IST Strategic principles to guide the use of IT within the organisation have been
identified, together with the benefits associated with working in accordance with these

principles:-

Standardised, repeatable and reliable service delivery processes
IST service provision should follow standardised, documented procedures, which will provide

for a stable support environment, which complies with good governance requirements.

Managing information as an asset

NEF’s projects depend on its need to manage information as a corporate asset. Technology
is not to be employed as an end in itself, but rather to enable the extraction of greater value
from information. Applications and infrastructure need to be secured against both internal and

external unauthorised attempts to access and tamper with information.
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Utilizing IST architecture as a basis for effective management of IST
Standardisation and scalability considerations must determine technology acquisitions, in
order to ensure that the acquisition of new technology enables effective use of existing

compatible IST assets.

Ensuring the integrity of data, applications and infrastructure

Improve IT solutions integration with minimal IT Infrastructure redundancy.

Developing IST competency in end users and IST support staff
Capacity development of both internal IST end users and IST support staff in terms of their
effective utilisation and management of IST environment contributes towards staff confidence

and plays a role in creating a high performing team culture.

Developing flexible, collaborative and interoperable systems
The purchase, implementation and development of interoperable, flexible and proven systems

are necessary to facilitate effective utilisation of ever changing technology.

Collaborative systems enable more effective harnessing of the collective abilities of NEF’s
human resources, whilst also contributing to capacity building, through exposure to the

knowledge, skills and approach to working of other team members.

18.2 Emerging Trends

A Master Systems Plan is largely influenced by emerging trends in the technology space and
must therefore keep ‘in touch’ with external market trends. This presents a challenge for an
organisation like NEF because advances in technology continue to outpace the ability of most
organisations to adjust their processes to take advantage of new technologies. Thus it is
important for NEF to continue to explore and be aware of emerging technology trends that can
be leveraged to improve service to the NEF. The NEF has identified the following emerging

technologies as focal points of this Master Systems Plan:

Cloud - based technologies

The external climate of physical risk needs to be planned for as the NEF relies on its
information systems. The NEF will explore this emerging technology trend to lower
infrastructure overhead costs by reducing the need for onsite infrastructure. Cloud
technologies can provide offsite redundancy to provide backup in the event that NEF’s data

centre is unavailable.
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Cloud technologies are still in early stages of development and may pose security and up-time
risks. Maijority of these cloud technologies are hosted outside the borders of South Africa. It
is important that the NEF understand how the POPI and the imminent Cybercrimes and
Cybersecurity Bill will have an impact on how South African organisations store and use data.
The NEF already has successfully piloted a cloud functionality. A key development with
Microsoft is that the giant IT Company announced in May 2017 that they will open cloud data
centres in Johannesburg and Cape Town, offering Azure, Office 365 and Dynamics 365 from
2018. It is the first international vendor to commit to building its own data facilities in South

Africa.

The NEF needs to be diligent in selectively choosing cloud —based technologies that are

appropriate based on their level of stability and security for both now and in the future.

Mobile Device Management

The staff complement of the NEF is a mobile workforce and requires ‘anywhere, anytime’
access to information. The use of mobile devices such as smartphones and tablets is
anticipated to grow, especially to demand integration into NEF’s infrastructure and
applications. With this growth and complexity; controlling access to sensitive and confidential
data will require increased attention to security. An IT Security Policy was approved in
February 2017, and it also covers mobile security. The IST Department has recently procured
a tool that will enhance management of IT security across mobile devices and the application
platforms (i.e. blocking of unauthorized software on NEF-owned devices, automated patch

management to hardware).

Information Security

Continued rapid development of information systems, globalisation, and increase in data
volumes impact on data networks. The main threat of cybercrime and its growth is reflected
by the significant development of hackers’ skills. Information security addresses an
organisation’s need to minimise risks from external and internal threats by protecting the IT
infrastructure, applications and data, and by minimising vulnerabilities that enable attacks.
The focus on information security for the NEF over the next three years will be to intensify its

cybersecurity effort.

Unified Communications
Unified communications will enable the NEF to remotely communicate to and from virtually

any location. This emerging technology can improve flexibility by co-existing with mobile

Annual Performance Plan 2018/19 - 21 87



National Empowerment Fund

devices. New management tools will have to be explored to monitor the network to ensure the
performance and availability of the network is optimal. As voice, video, inter-branch calling
and data merge into ‘unified communications’, the NEF’s network will need upgrading to

provide the necessary services supporting this emerging technology.

Big Data
Big data is making a massive difference in how organisation’s are gaining insights into their
stakeholders and fast tracking business decisions. The NEF will be able to improve on its data

management once the Business Intelligence reporting initiative is implemented.
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19.1 Risk Management Process

Risk Management Framework
The NEF’s Risk Management Framework is based on COSO, Institute of Risk Management
Standards of South Africa (IRMSA) Code of Practice and PFMA & Treasury regulations.

The ERM (Enterprise-wide risk management) methodology of the NEF consists of the
following interrelated components: internal environment, objective setting, risk identification,
risk assessment, risk control and response, risk monitoring and reporting, and risk
performance measurement. These components are derived from best practice with respect to

ERM governance.

The Framework is continuously benchmarked against best practice such as the International
standard on Risk Management (ISO 31000) and KING IV; and where required, relevant
changes are made to the Framework. The Framework is currently being benchmarked to the

updated COSO Framework that was issued during September 2017.

The Risk assessment process results in the output of the risk universe, allowing key risks to
be identified. The Risk assessment exercise is completed on an annual basis and divisional
risk registers are updated on a quarterly basis to identify any emerging risks and track

progress.

Risk Strategy (Risk Register)

The realisation of the strategic objectives presented by the NEF may be affected by the

following key risks:

1. Recapitalisation Risk: The risk that the NEF will not be able to raise sufficient
capital to fund the NEF’s short to medium-term investment and operating
activities.

Without an injection of new capital in the next few months, the NEF will run out of capital to

finance new transactions going forward. The lack of adequate capital will also negatively

impact on the NEF’s ability to follow through on participation interest or equity options for
transactions within the NEF’s Strategic Projects Fund. This will have a negative impact on the

achievement of the NEF’s mandate and the ability to transform the economy.
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The NEF has obtained approval by the shareholder ministry to become an Arms-length
subsidiary of the IDC. The implementation of the business combination process has
commenced with work being done in various areas. The delay in receiving interim funding will
however negatively impact on the NEF funding new transaction. Various initiatives are
underway regarding resolving the issue relating to the recapitalisation of the NEF.
Engagements are being held with stakeholder as well as other public entities such as IDC and
PIC to secure funding for the NEF. NEF is also undertaking fundraising initiatives for the

Strategic Projects Fund transactions.

2. Credit Risk: The risk of exposure to high credit risk investments and poor
quality of the invested portfolio

The NEF is mandated to intervene in the economy through the provision of funding to black

owned enterprises which, due to past economic imbalances, may be of a higher credit risk.

This risk is exacerbated by the current tough economic climate that may impact on funded

businesses and their cash flows leading to the inability to honour loan repayments and

possible defaults on loans to the NEF. Due to the high risk mandate of the NEF, this risk is

rated as one of critical exposures facing the NEF.

Internally, the risk that the assessment processes of the NEF may not be able to inform
appropriate investment decisions does exist, as does the risk of not collecting on amounts due
and not being able to timeously identify distressed investments which may be able to be
rescued. The risk of funding the wrong “jockey’s” impacting on the performance of investments
and the portfolio also exists.

Inadequate controls mitigating this risk may negatively impact on the performance and quality
of the portfolio.

The controls introduced to attempt to mitigate this risk include:

. Appointment of skilled fund management teams.

o Due diligence investigation processes which include background checks.

. Adequately constituted and efficient approval structures.

° Portfolio management, monitoring and reporting processes.

. Use of pricing models according to a pricing policy which compels consideration of
credit risk.

. An independent credit risk assessment process by the Risk Division.

. Credit collection process managed by collaboration between the Post Investment Unit

and the Finance Division.

. Adequate turnaround workout and restructuring process.
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3. Business/Market Risk: The risk that changes in external market conditions have
a negative impact on the viability of funded transactions
The investment portfolio of the NEF consists of businesses in the commercial environment
that are susceptible to normal business risks of in an economic environment, fluctuations in
commodity prices and foreign exchange rates amongst other variables. The current volatile
local economic environment has led to significantly lower GDP growth rates. In addition
household personal finances are under financial strain due to an increase in living costs. This
is negatively impacting on business conditions and has placed strain on some of the clients in

the portfolio.

The NEF portfolio is arguably more susceptible to these variations given the nature of the
businesses being supported i.e. early stage business, inexperienced entrepreneurs, geared
balance sheets and hence not as able to absorb the impact of these fluctuations as well as

more established businesses.

In evaluating transactions, market conditions are considered, due diligence investigations,
modelling and structuring of transactions by the deal teams. In addition, a regular micro and
macro economy sensitivity is undertaken by our Post Investment Unit and NEF appointed

mentors are used to promptly advise NEF investees on appropriate course of action.

4. People Risk

The risk that the NEF does not have adequate capacity and skills to deliver on its mandate as
well as the risk of staff not performing per expectations. The NEF has an established human
resource function that has processes to ensure that staff with relevant skills are recruited. The
NEF also has a performance management process in place to ensure that staff performance
is managed. There is a risk of loss of key personnel due to the uncertainty regarding the
outcome of the recapitalisation process. There has recently been an increase in resignations

at management and professional level.

Management and the Board are however currently limited on implementing viable retention

strategies due to lack of adequate resources.
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5. Sustainability Risk: The risk that the NEF will not be financially sustainable due to
erosion of the capital base and the NEF not having adequate capital to fund
planned programs and meet medium term cash requirements.

The NEF has not been receiving capital via the budget process and is required to sustain itself

over the strategic planning period (three years) out of current capital and internally generated

portfolio returns.

This risk will materialise should the current capital not be prudently managed and the
investment portfolio becomes significantly impaired in the absence of future funding being

allocated to the NEF or the NEF not being able to source additional capital.

The NEF is currently running out funds to approve transactions for the year. The level of
approvals are being closely monitored to ensure that transactions are not approved for which
there is no available cash. Should bridging finance not be obtained in the short term, the NEF
runs a risk of having to freeze funding on new applications due to cash limitations. This will

have a negative impact of the reputation of the NEF and may also lead to staff resignations.

The current funding instruments (i.e. Equity, Shareholders loans etc.) used to structure
transactions and the use of moratoriums is also negatively impacting on the NEF’s cash-flows.

The actions implemented to mitigate against the recapitalisation and sustainability risks

include:

J Close monitoring of unencumbered cash and regularly performing going-concern cash
analysis.

. Close monitoring of the portfolio by the Post Investments Unit in collaboration with the

Finance Division.

o Intervention by the Restructure and Turnaround Unit for businesses that are in distress.
. Focussing on exiting transactions wherever possible.

. Engagements with the dti and National Treasury regarding funding requirements.

. Engagements with various Public entities such as IDC, PIC etc. to secure interim

funding to enable the NEF to continue with its activities.

6. Mandate Risk

The mandate of the NEF is clearly set out within the NEF Act. The risk does however exist
that in executing the mandate, the NEF does not achieve the desired impact in advancing
B-BBEE.
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This risk is mitigated through the development of funding strategies and products which are in
constant development to address market failures and acceleration of the execution of the
mandate. An example is a strategy referred to as the SME strategy where high volume and
low value applications in the form of franchise, contact and bridging facilities. In addition, a
credit committee has been established to approve the SME strategy loan applications as a

rapid loan approval solution.

Furthermore, transactions are currently being assessed against a measure of impact termed
the NEF Empowerment Dividend. The NEF Empowerment Dividend leads to a discount in the
pricing of the transactions to encourage entrepreneurs to consider ventures with opportunities

of high employment, women empowerment and across all South African provinces.

Inability to secure future funding will negatively impact on the ability of the NEF to implement
its mandate. Various actions, as indicated in item 1 above, are being implemented to deal

with the future funding requirements of the NEF.

19.2 Fraud Prevention Plan
The Fraud Prevention Plan is the responsibility of all staff and management at the NEF. This
plan is a dynamic document and is updated regularly to reflect changes in the business

operations and circumstances of the NEF.

The NEF has developed and implemented a Fraud Prevention Strategy and Fraud Prevention
Plan to guide behaviour and to combat any fraudulent activities. Key aspects of the Fraud

Prevention Strategy and Plan are listed below.

Anti-Fraud Policy Statement
As a first step towards implementing an anti-fraud strategy, the NEF adopts and

publishes an Anti-Fraud Policy statement along the following lines:

The NEF recognises the possibility of fraud and corruption occurring in its operations. As such
it is the policy and mission of the NEF to strive for the protection of its employees and its other
stakeholders (such as applicants, investees, suppliers etc.) through the implementation of an

effective and efficient Fraud Prevention Strategy.

We believe that there is only one effective way of fighting fraud and other corrupt practices
and that is by instilling the reality amongst employees and other stakeholders, (such as clients
(investees), suppliers of goods and services, public,) that fraud and corruption do not pay and

will be detected and dealt with severely.
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Therefore, the NEF’s view on fraud and corruption is one of zero tolerance, and as such the
NEF is committed to:

Aggressively detecting incidents of fraud and corruption;

The investigation of all allegations of misconduct by employees, clients and
suppliers, said to be occasioned by fraud and corruption; and

The prosecution of all offenders criminally and, where necessary, the institution of

civil and disciplinary action against them.

Anti-Fraud Charter

In implementing the Fraud Prevention Policy of the NEF has adopted the following principles:

We have a zero-tolerance attitude to fraud
We understand and manage our risks
We are proactive in defending our assets

We react swiftly when a crime is uncovered

Fraud Risk Management strategy

The key objectives of the NEF’s Fraud Risk Management Strategy are:

To establish the necessary preventative, control and monitoring mechanisms/ systems
to minimise the defrauding of the NEF funds, resources, assets and services by any
persons/organizations.

To ensure that adequate measure are in place to protect the NEF from internal as well
as external fraud (i.e. supplier, potential applicants, clients, syndicates targeting NEF
i.e. false applications etc.).

To ensure that adequate measures are in place to report fraud (whistle blowing policy
and hotline).

To ensure that all reported matters are investigated.

To account to the Board, via the Audit Committee on all fraudulent activity within the
NEF.

To take the necessary action against all parties involved in fraudulent activities against

the NEF and to punish and deter any fraudulent actions from continuing or recurring.

The focus of such a strategy is the formalisation and implementation within the NEF of a

culture of zero tolerance for fraud and corruption, a high level of fraud awareness, and a

management and control environment that makes it as difficult as reasonably possible to

misappropriate assets or to succumb to corruption.
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From the perspective of the NEF, good governance as it pertains to fraud prevention includes:

Continuing the present focus on governance

A robust control environment

A strong and independent Internal Audit function

A relevant and well-communicated Code of Conduct

A whistleblowing policy and mechanism (fraud hotline) to report suspected fraud or

corruption

From a fraud prevention point of view it is important that:

When management considers the strategy and direction that the organisation is taking,
they take into account the environmental factors relating to fraud and that they insist
that a suitably comprehensive fraud prevention strategy be put in place to address
such risks, this is done via the organisational risk assessment process.

Each manager brings his or her specialised industry knowledge or technical
background to bear when considering how fraud risks are to be avoided.

Regular monitoring of performance against pre-set objectives should take place.
Individual operational units are held accountable for their actions.

Constant pressure for improvement is exercised as this has a powerful impact on
reducing fraudulent activity. This is done via the implementation of internal and external
auditor’'s recommendation, which is tracked.

The management team’s awareness of the possibility of fraud is monitored, as this is
also an active manner in which managers can encourage defensive strategies.
Regular monitoring of the internal control environment takes place to ensure that it

remains of sufficiently high standard.
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20.1 National Empowerment Fund Corporation (SOC) Ltd

In 2002, the NEF established an entity in which it has 100% interest. The NEF has obtained
permission from the National Treasury under section 54 of the PFMA that the Trust may utilise
this entity in any of its future Asset Management retail activities. This company remained
dormant since inception until the 2014/15 financial year when a strategic acquisition of the
land and property on which Goseame business is conducted was facilitated through the
provision of a long term loan granted by the NEF. The transfer of the property has been

finalised and lease income being received from the tenant.

20.2 Zastrovect Investment (Pty) Ltd

At times the NEF exercises pledges and cessions of shares in securities which were obtained
as part of the security package from investees at initial approval and funding. This happens in
instances where there are unresolved defaults by investees. In such instances the NEF
becomes a de facto shareholder in the place of such defaulting shareholders of the investee
companies. The intention in such instances is that the NEF holds the equity whilst a suitable
third party entity is being identified to acquire the shares and possibly take over the operational
control of the business. If required the NEF will also implement turnaround measures during
this time to remedy any operational, financial, governance or other issues that may have led

to the underperformance and default.

A case in point is a Zastrovect Investment Proprietary Limited (trading as Goseame Fresh
Produce Market) which is located on Polokwane. In this instance, the NEF has acquired 100%
equity in the business and obtained approval from National Treasury on 18 August 2014 to do
so as required by section 54 of the PFMA. The NEF has been implementing a turnaround
plan for the business to deal with areas that were mismanaged by the managing shareholders

and to restore value for the business.

The NEF was further granted a section 92 exemption for this entity to be PFMA compliant.
The NEF has applied for an extension on the section 92 exception granted as it still pursues

an exit strategy for this investment.

20.3 Delswa
In April 2013, the NEF invested in Delswa, a textile manufacturing entity in the Northern Cape,
regrettably in December 2013 the business went into financial distress. The challenges the

entity faced were due to various reasons which included working capital management mainly
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caused by ineffective decisions made by management. The NEF exercised its rights in terms
of the shareholder agreement and stepped in to run the company since January 2016 in an
effort to stabilise the business and save the jobs that were at risk, especially in one of the most
impoverished part of our country. In July 2016, the Minister of Finance granted a section 92
PFMA compliance exemption of this entity for a period of 3 years. The NEF is however in

advanced stages of negotiating an exit from this investment.
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The NEF’s Pre-Investment Unit (PIU) and Regional Offices have always sought to find creative
ways to improve customer experience in relation to Product Advisory and Applications
Administration services. To this end, a number of support technologies are in the process of
being acquired, such as the call centre telephone system that will monitor client calls.
Furthermore, a process is underway to merge the Pre-Investment function that is responsible
for screening and assessing applications into the funds. By deploying relevant Pre-Investment
staff to the various funds for an integrated deal assessment process the NEF aims to enhance
application screening capabilities and processes. Pre-Investment activities will then focus on

product advisory and entrepreneurial training.

The NEF has concluded the Business Process Re-engineering (BPR) documentation exercise
to improve end-to-end customer experience. The next step is to automate these processes
onto relevant systems. This will ensure that the turnaround times for applications that go
through the front-end to the Funds are further reduced. For instance, the application process
from receipt to screening decision has been reduced from three weeks to about half of that
time, which is in line with the previous target of ten days. There is therefore still room for further
improvement and it is envisaged that the BPR exercise will make this goal achievable once it
has been finalised and implemented. The BPR process is an organisation-wide initiative that
will link processes across all the departments and hence allow NEF to provide seamless

customer service.

Some of the initiatives within the PIU that have been undertaken and implemented, with

specific measurements for the current and next three financial periods are:

. The waiting times in our walk-in centres is still deemed reasonable, however, with the
increasing demand for product advisory services, we have identified interventions
which are aimed at improving this and telephony services as mentioned above:

»  Customer feedback sheets at all service centres.

» Integrated telephone system between Pre-Investment and the Regional Offices.
These are aimed at ensuring increased efficiencies in the use of resources and
further improve telephone response times.

»  An NEF owned online business planning tool, has been rolled out and is being
enhanced in phases. The aim of the tool is to assist applicants in building a
business plan through a series of questions they will be required to respond to

when they access the application.
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. A complaints register is maintained on all complaints received. We are also in the
process of linking the complaints register to the IT platform within the CRM system.
Any complaints that are emailed will automatically be logged onto CRM. This will
ensure that the complaints and relevant responses are easily monitored by more than
one person. We aim to provide responses to complaints within 12 hours of receipt.
Most of the complaints relate to declined applications, and to a large extent these
cannot be entirely avoided. We have, however, ensured that the decision letters
provide as much detail as possible in an endeavour to provide clarity, specifically in
relation to decline decisions.

. The PIU team also engages in Business Development activities, primarily in outlying
areas. We have observed an increase in the number of enquiries and application
activities from Provinces which were previously relatively dormant. Additionally, these
sessions are instrumental in ensuring that our targeted clients are aware of all the
service touch points and gain access to relevant information on the NEF’s funding and

non-funding solutions.
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Performance Indicator 1.1: Value of deals approved by the NEF

1. Indicator title

Value of deals approved by the NEF

2. Short definition

Total value of deals approved by the NEF

3. Purposel/importance

Indicates the level of financial support approved by the NEF’s

investment committees

4. Source/collection of data

Funds; CRM system

5. Lead/ coordinating agency

Funds

6. Method of calculation

The information is captured on the CRM information. The final
values and reports are reviewed and signed off by Fund

Managers and Divisional Executives

7. Calculation type

Cumulative — for the year

8. Baseline
(for the year ended 31 March 2017)

R1 067 million

9. Data limitations

Reflects the total value of funds committed by the NEF to
investees. In some instances, deals may not make it to actual
funding stages due to negotiations, conditions precedent not

being met or lapsed facilities.

10. Quality assurance strategy

Review by Fund, Finance department and Strategy & Planning

unit

11. Indicator responsibility

Fund Managers
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National Empowerment Fund

Performance Indicator 1.2: Value of Commitments

1. Indicator title Value of Commitments made by the NEF
2. Short definition Total value of Commitments
3. Purposel/importance Indicates the total cash which the NEF has agreed to advance to

investees in legal agreements signed

4. Source/collection of data Legal department
5. Lead/ coordinating agency Funds
6. Method of calculation The information is collated by the Legal Department and signed

off by the Legal Manager

7. Calculation type Cumulative — for the year

8. Baseline R982 million
(for the year ended 31 March 2017)

9. Data limitations No known limitations.
10. Quality assurance strategy Submitted and reviewed by the Legal Department
11. Indicator responsibility Legal Manager
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National Empowerment Fund

Performance Indicator 1.3: Value of Disbursements

1. Indicator title Value of Disbursement made by the NEF
2. Short definition Disbursements
3. Purposel/importance Indicates the total cash which the NEF has advanced to investees
4. Sourcel/collection of data Finance department; Funds
5. Lead/ coordinating agency Funds
6. Method of calculation The information is recorded by the Funds and Finance
department as part of the financial management processes
7. Calculation type Cumulative — for the year
8. Baseline R699 million
(for the year ended 31 March 2017)
9. Data limitations No known limitations.
10. Quality assurance strategy Review by Funds and Finance department
11. Indicator responsibility Finance Manager
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National Empowerment Fund

Performance Indicator 2.1: Number of job opportunities supported or created

1. Indicator title

Number of job opportunities supported or created

2. Short definition

Number of job opportunities supported

3. Purposel/importance

Reflects the approximate number of job opportunities supported
i.e. new and existing job opportunities, according to funds

committed to investees by the NEF

4. Sourcel/collection of data

Funds

5. Lead/ coordinating agency

Funds

6. Method of calculation

The information is captured on the CRM information. The final
values and reports are reviewed and signed off by Fund

Managers and Divisional Executives

7. Calculation type

Cumulative — for the year

8. Baseline
(for the year ended 31 March 2017)

Funding disbursed are projected to support 5 069 job

opportunities (2 841 of which are new)

9. Data limitations

Job opportunities are recorded during due diligence phase and
actual number of job opportunities supported may vary depending

on business requirements post the disbursement process

10. Quality assurance strategy

Review by Fund Managers

11. Indicator responsibility

Fund Managers
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National Empowerment Fund

Performance Indicator 3.1: Percentage of annual disbursements owned by black

women.

1. Indicator title Percentage of annual disbursements owned by black women

2. Short definition Percentage of the portfolio disbursed in a year owned by black
women

3. Purpose/importance To maximise the participation of black women in the economy

4. Source/collection of data Funds

5. Funds Funds

6. Method of calculation The information is captured by the Funds and stored on the CRM
system

7. Calculation type Based on annual disbursements

8. Baseline 34%

(for the year ended 31 March 2017)

9. Data limitations This represents value of the portfolio disbursed that is owned by
women

10. Quality assurance strategy The information is checked and submitted by the Funds onto
CRM

11. Indicator responsibility Funds
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National Empowerment Fund

Performance Indicator 4.1: 25% of disbursements to be invested in Northern Cape,

Free State, Limpopo, Mpumalanga, Eastern Cape and North-West

1. Indicator title Percentage of annual disbursements to be invested in Northern

Cape, Free State, Limpopo, Mpumalanga, Eastern Cape and

North-West
2. Short definition Increase portfolio size in under-represented provinces
3. Purpose/importance To facilitate investment across all provinces of South Africa
4. Source/collection of data Fund managers
5. Lead/ coordinating agency Funds
6. Method of calculation Provincial data is captured and stored on the CRM system which

can be tracked per fund and for the NEF.

7. Calculation type Cumulative

8. Baseline A total of 40 deals worth R224 million was invested in Northern
(for the year ended 31 March 2017) Cape, Free State, Limpopo, Mpumalanga, Eastern Cape and

North-West. This represents 32% of disbursements made in the

year
9. Data limitations None

10. Quality assurance strategy Information is captured and verified by funds.
11. Indicator responsibility Fund Managers
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National Empowerment Fund

Performance Indicator 5.1: Number of investor education seminars held across the

country

1. Indicator title Number of investor education seminars held across the country

2. Short definition Number of seminars held

3. Purpose/importance To increase the understanding of equity ownership among black
people and increased activity in savings and investment by black
people

4. Source/collection of data SEDU

5. Lead/ coordinating agency SEDU

6. Method of calculation Total number of seminars held per province. Record is kept of the
seminars held and this is reported on by the Project Manager

7. Calculation type Cumulative — for the year

8. Baseline 48 Sessions completed, (made up of 39 seminars and 9 Industrial

(for the year ended 31 March 2017) Theatre performances)
9. Data limitations No specific limitations

10. Quality assurance strategy

Seminars are managed and attended by NEF. The number of

seminars and the number of attendees are counted

11. Indicator responsibility

Asset Management Project Manager
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National Empowerment Fund

Performance Indicator 6.1: Number of Business Today Training Sessions provided

1. Indicator title Providing Business Skills (Business Today and Bootcamp)
Training

2. Short definition Business Skills Training

3. Purposel/importance Provision of training to black-owned businesses and
entrepreneurs

4. Source/collection of data Pre-Investment Unit

5. Lead/ coordinating agency Pre-Investment Unit

6. Method of calculation A record is kept of the training sessions held together with the
towns in which training hosted

7. Calculation type Cumulative — for the year

8. Baseline A total of 21 training sessions have been conducted, with an

(for the year ended 31 March 2017) average score of 73%

9. Data limitations No specific limitations

10. Quality assurance strategy A record is kept of the training sessions held together with the
towns in which training hosted. This can be verified by Supply
Chain and Finance department, based on orders and invoices
raised.

11. Indicator responsibility Pre-Investment Unit Manager
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National Empowerment Fund

Performance Indicator 6.2: Number of entrepreneurs referred for business incubation;

and number of entrepreneurs who successfully complete business incubation

1. Indicator title

Number of entrepreneurs referred for business incubation; and
number of entrepreneurs who successfully complete business

incubation

2. Short definition

Business Incubation

3. Purposel/importance

Focus on tracking progress of those referred to the business

incubation programmes

4. Source/collection of data

Pre-Investment Unit

5. Lead/ coordinating agency

Pre-Investment Unit

6. Method of calculation

Count of the number of entrepreneurs who have been referred for
business incubation; and those who have reached the final stage

of the Incubation Programme

7. Calculation type

Cumulative — for the year

8. Baseline
(for the year ended 31 March 2017)

159 entrepreneurs referred for business incubation; and 30

entrepreneurs have made it to the final incubation stage.

9. Data limitations

The NEF has in the last year focused on counting the number of
business that successfully make it to the final incubation stage.
The focus, going forward, will revert back to prior years to include

the number of businesses referred for incubation

10. Quality assurance strategy

A list of entrepreneurs referred to the incubation programme is
kept by Pre-Investment. Progress of referrals will be verified with

the Incubation Programme itself

11. Indicator responsibility

Pre-Investment Unit Manager
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National Empowerment Fund

Performance Indicator 6.3: Number of Social Facilitation Sessions provided

1. Indicator title Number of Social Facilitation sessions provided

2. Short definition Number of Social Facilitation sessions provided to investees

3. Purpose/importance Provision of corporate governance training to black-owned
businesses and entrepreneurs

4. Source/collection of data Socio-Economic Development Unit

5. Lead/ coordinating agency Socio-Economic Development Unit

6. Method of calculation A record is kept of the training sessions held together with the
towns in which training hosted

7. Calculation type Cumulative — for the year

8. Baseline 42 Social Facilitation sessions

(for the year ended 31 March 2017)

9. Data limitations No specific limitations

10. Quality assurance strategy A record is kept of the training sessions held together with the
towns in which training hosted. This can be verified by Supply
Chain and Finance department, based on orders and invoices
raised.

11. Indicator responsibility Socio-Economic Development Unit
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National Empowerment Fund

Performance Indicator 7.1

.. Brand Audit Survey findings

1. Indicator title Brand Audit Survey findings

2. Short definition The findings of the Brand Audit Survey

3. Purpose/importance To track brand awareness of the NEF in order to drive the
utilisation of the NEF’s services and financing products

4. Source/collection of data Marketing & Communications has outsourced this function to a
media agency

5. Lead/ coordinating agency Marketing & Communications

6. Method of calculation A survey is performed every second year

7. Calculation type Non-cumulative

8. Baseline 86%

(for the year ended 31 March 2017)

9. Data limitations None

10. Quality assurance strategy Checked and verified by the media agency

11. Indicator responsibility Marketing & Communications Manager
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National Empowerment Fund

Performance Indicator 8.1: Percentage of Portfolio Impaired

1. Indicator title Percentage of the portfolio impaired

2. Short definition The total percentage of the value invested in investees that is
valued at less than the original valuation, and that may have to be
written off in future

3. Purpose/importance The level of impairment is an indication of the sustainability of the
fund

4. Source/collection of data Finance Department

5. Lead/ coordinating agency Finance Department

6. Method of calculation Valuations are performed on the portfolio based on the current
performance of investee’s businesses

7. Calculation type Non-cumulative

8. Baseline The portfolio impairment is 17.55%

(as at 31 March 2017)

9. Data limitations No specific limitations

10. Quality assurance strategy The valuations are performed by an independent consultant
together with the Post Investment Unit and the Finance
Department

11. Indicator responsibility Finance Manager
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National Empowerment Fund

Performance Indicator 8.2: Target ROI before impairments

1. Indicator title

Target return on investment before impairments

2. Short definition

Annual return earned by the total portfolio i.e. loans and

preference share portfolio before impairments

3. Purposel/importance

The ability to generate a healthy return improves the ability of the

fund to be sustainable

4. Source/collection of data

Finance Department

5. Lead/ coordinating agency

Finance Department

6. Method of calculation

Returns are calculated based on actual collections received from

investees

7. Calculation type

Cumulative

8. Baseline
(as at 31 March 2017)

The ROl is 7.8%

9. Data limitations

No specific limitations

10. Quality assurance strategy

Calculations are performed by the Finance Manager and audited

by the external auditors

11. Indicator responsibility

Fund Manager, Post Investment Unit Manager, Chief Financial
Officer
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National Empowerment Fund

Performance Indicator 8.3

: Collections ratio

1. Indicator title Improve collections ratios

2. Short definition The NEF seeks to improve the percentage of monies collected
from investees based on the total amount invoiced

3. Purposel/importance To ensure sustainability of the fund

4. Source/collection of data Finance Department, Post Investment Unit

5. Lead/ coordinating agency Finance Department

6. Method of calculation Percentage of funds received based on the total amount invoiced

7. Calculation type Cumulative — for the year

8. Baseline 101.79%

(for the year ended 31 March 2017)

9. Data limitations None

10. Quality assurance strategy Invoicing is performed by Finance Department, and audited as
part of the annual audit exercise

11. Indicator responsibility Finance Manager
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HOW TO REACH THE NATIONAL EMPOWERMENT FUND

Gauteng Province

Head Office

West Block, 187 Rivonia Road, Morningside 2057, PO Box 31, Melrose Arch, Melrose North 2076
Tel: +27 (11) 305 8000 | Fax: +27 (11) 305 8001 | Call Centre: 0861 843 633 | 0861 (THE NEF)
applications@nefcorp.co.za (Funding) | info@nefcorp.co.za (General Enquiries)

Riversands Office: Room 16, Block 3, Riversands Incubation Hub, 12-8 Incubation Drive, Riverside View Ext 15,
Fourways, Midrand Tel: +27 861 843 633

Eastern Cape Province
7b Derby Road, Berea, East London 5241 | Tel: (043) 783 4200 | 0861 NEF ECP (0861 633 327)
Fax: 0861 ECP NEF (0861 327 633) | easterncape@nefcorp.co.za

Free State Province

34 Fountain Towers, Corner Zastron and Markgraaf Street, Westdene, Bloemfontein, 9300
Tel: (051) 407 6360 | 0861 NEF FSP (0861 633 377) | Fax: 0861 FSP NE F (0861 377 633)
freestate @nefcorp.co.za

KwaZulu-Natal Province
Smart X - Change Building, 5 Walnut Road, Durban, 4001 | Tel: (031) 301 1960 | 0861 NEF KZN (0861 633 596)
Fax: 0861 KZN NEF (0861 596 633) | kzn@nefcorp.co.za

Limpopo Province
Suite 8, Biccard Park, 43 Biccard Street, Polokwane 0699 | Tel: (015) 294 9200 | 0861 NEF LIM (0861 633 546)
Fax: 0861 LIM NEF (0861 546 633) | limpopo @ nefcorp.co.za

Mpumalanga Province
13 Ferreira Street, Maxsa Building, 2nd floor, Nelspruit | Tel: (013) 754 9860 | 0861 NEF MPU (0861 633 678)
Fax: 0861 MPU NEF (0861 678 633) | mpumalanga@nefcorp.co.za

Northern Cape Province
Block Three, Ground Floor, The Montrio Corporate Park, 10 Oliver Road, Monument Heights, Kimberley
Tel: 0861 NEF NCP (0861 633 627) | Fax: 0861 NCP NEF (0861 627 633) | northerncape @nefcorp.co.za

North West Province
32B Heystek Street, Sunetco Office Park, Ground Floor, Rustenburg, 0299
Tel: (014) 523 9220 | 0861 NEF NWP (0861 633 697)
Fax: 0861 NWP NEF (0861 697 633)
northwest@nefcorp.co.za

Western Cape Province
Suite 2815, 28th Floor, ABSA Centre,
2 Riebeek Street, Cape Town 8001

Tel: (021) 431 4760 | 0861 NEF WCP (0861 633 927) Mpumalanga
Fax: 0861 WCP NEF (0861 927 633) |westerncape @

nefcorp.co.za North West
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STOP Fraud, Corruption and Theft

Contact Tip-Offs Anonymous on 0800 212 705 or email nef@tipoffs.com
National Empowerment Fund Trust (established by Act 105 of 1998) IT: 10145/00
www.nefcorp.co.za | www.nefbusinessplanner.co.za

the dti

Department:
Trade and Industry
REPUBLIC OF SOUTH AFRICA




