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VISION  AND MISSION

Vision
To be at the leading edge of medium/long term export credit and investment 
insurance business, with specific focus on project finance underwriting, 
customer needs, and prudent portfolio and risk management. 

Mission
To facilitate and encourage South African export trade by underwriting 
export credit loans and investments outside the country in order to enable 
South African contractors to win capital goods and services contracts in 
other countries.
To support this mission the ECIC:

Evaluates export credit and foreign investment risks and provides export 
credit and foreign investment insurance cover on behalf of the 
Government.
Focuses on underwriting of medium and long-term loans and equity 
investments for the export of capital goods and services from South 
Africa.
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Mission

Extends its services as far as it can, consistent with preserving the financial 
viability essential to its long-term support of exporters of capital goods and 
services.
Provides sound and efficient financial services that contribute to public 
confidence and comply with international standards 

VISION  AND MISSION
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MANDATE

ECIC MANDATE

Mandate in Terms of Act
Provision of insurance, on behalf of government, on contracts in 
connection with export transactions, foreign investments and loans, or 
similar facilities relating to the capital goods and services market.

Essence of Mandate
To fill the market gap between the requirements of capital goods exporters 
and investors and the capacity and appetite of private sector insurers to 
provide such insurance (especially in respect of medium/long term political 
risk events up to 15 years or even longer)
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STRATEGIC GOALS

Focusing on customers
Providing high quality service to all clients including manufacturing exporter, 
export contractors, financial institutions, investors, host country authorities 
and buyers. 
Enhancing performance
Building a high performance organisation, operating on an effective and self- 
sustaining basis through prudent underwriting and sound risk management 
practices.
Engaging in strategic alliances
Forging partnerships and alliances with other insurers, government agencies 
and international organisations to complement services and leverage 
resources.
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STRATEGIC GOALS

Fostering risk orientation
Creating enterprise wide risk awareness and the application of effective 
risk management techniques.
Providing effective stewardship
Consistently utilise sound business, environmental and social principles, 
applying international best practice. 
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ACHIEVEMENTSACHIEVEMENTS

Focus on customersFocus on customers
Conducted comprehensive review of insurance policies and conditions 
which involved major and potential customers
Held annual client indaba
Continued to create awareness of products through workshops
Participated in the Annual Mining Indaba in Cape Town as an exhibitor

Enhancing performanceEnhancing performance
Unearned Premium Provision (UPP) methodology approved by insurance 
regulator
Methodologies for portfolio concentration risk and reserving for annualised 
premiums reviewed and approved by insurance regulator
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Engaging in strategic alliancesEngaging in strategic alliances
Actively participated in the Berne Union Committees dealing with
Investment Insurance and Medium-Long Term Credit Insurance
Signed a cooperation agreement with Atradius, Netherlands and hosted a 
Berne Union Seminar entitled “Doing Business in Africa” attended by 
representatives from fifteen (15) countries
As a member of the Prague Club, attended two (2) meetings during the year
Continued to participate in Organisation for Economic Co-operation and 
Development (OECD) deliberations, participated as observers at the 
working committee on Exports Credits and Credit Guarantees and the 
Premium Group
Interacts on a regular basis with Export Councils and relevant institutions 
such as Development Bank of South Africa (DBSA), Nepad Business 
Council, University of Johannesburg, Electoral Institute of Southern Africa 
etc
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ACHIEVEMENTSACHIEVEMENTS

Fostering risk orientationFostering risk orientation
Nine (9) high level risks identified and monitored monthly and reported to 
the Board quarterly

Focused on the credit default risk in the wake of the international financial 
crisis, increased emphasis on credit default management. Credit default risk 
is managed through a three tier process i.e. evaluation, risk pricing, and 
reserving

Insurance regulator prescribed that an actuarial analysis be undertaken 
every two (2) years, management adopted that this exercise be undertaken 
annually to improve reliability on the adequacy of reserves

The highest single exposure in the portfolio – Mozambique declined by 
6.36% from 38.4% at the beginning of the year to 32.04% at the end of the 
year
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Providing effect stewardshipProviding effect stewardship
Embarked on a continual legal review exercise of the laws in the countries 
where we have or may incur new exposure
Started developing an in-house carbon footprint policy to encourage 
employees to make responsible use of resources. As we participate in the 
move towards a low-carbon future, 2009 annual report was printed on Sappi 
Triple Green paper produced at Sappi Stanger mill
Employed resources effectively through enhanced asset management, 
procurement practices and competitive sourcing , linking strategic planning 
to budgeting and performance
Conducted quarterly Personal Development Planning Reviews
Undertook a detailed internal restructuring exercise, streamlined 
procedures, developed new organisational structure with three operational 
units downsized to sub-units to improve operational efficiencies
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US Dollar Financing and Insurance US Dollar Financing and Insurance 

Need for US Dollar financing 
International projects are denominated in hard currency.
Rand financing  caused a mismatch and high interest cost (due to interest 
differentials).
Reserve Bank only allows foreign exchange cover by ECIC in US Dollar.
Therefore ECIC supported financing  in US Dollar was pursued in 2003.
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US Dollar Financing and Insurance

Implications of US Dollar financing Implications of US Dollar financing 
ECIC has to provide US Dollar insurance cover
ECIC requires US Dollar denominated premiums
ECIC incurs liability in US Dollar
2003 Minister of Finance approved US Dollar financing/insurance
2003 Reserve Bank approved a US Dollar CFC (Customer Foreign 
Currency) account for ECIC
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US Dollar Financing and InsuranceUS Dollar Financing and Insurance

Benefits of US Dollar financing
Immediate inflow on Balance of Payments:

US Dollar loan is raised and paid to exporter
Foreign buyer repays dollar term loan
ECIC guarantees performance by the buyer
ECIC retains US Dollar premiums to cover our US Dollar 
contingent liability (reserves and liabilities are Dollar 
denominated)

2008/09 Annual Report



16

Impact of US Dollar insurance cover on financial accountsImpact of US Dollar insurance cover on financial accounts

ECIC insured projects are primarily priced in US dollar and the 
corresponding securities for the project are also in US dollar
IAS21 (International Accounting Standards) defines functional currency as 
the currency of the principal economic environment in which the entity 
trades
At the end of the last financial year significant premiums, provisions and 
investment were in US dollar. Hence the functional currency had to be 
changed as prescribed by IFRS (International Financial Reporting
Standards)
The presentation currency was retained as the ZAR
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Rand financing 

ECIC encourages, where possible, Rand financing for projects within the 
South African Customs Union and elsewhere in the SADC region.

For example, recently a R500million project in Mozambique was funded 
through Rand financing.

Rand Financing and Insurance 
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FINANCIAL PERFORMANCE

Financial Highlights
The corporation performed exceptionally well over the past three (3) years however, 
our overall financial performance during the current financial year was somewhat 
disappointing, as evidenced by the following indicators:

Decrease in gross premium income of 21% (from R215,6 million to R170,3 
million)
Increase in claims paid of 104% (from R22,1 million to R45,1 million)
Decrease in salvages of 90% (from R311,4 million to R30,9 million)
Increase in the insurance portfolio of 12,4% (from R11,3 billion to R12,7 billion)
Decrease in underwriting profit of 75% (from R327,8 million to R82,9 million)

Actual vs. Budget Highlights
Notwithstanding the challenges faced during 2008/2009, the bottom line results are 
above the approved budget. Following is the summary;
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FINANCIAL PERFORMANCE

Budget
(ZAR Functional Currency)

Actual 
(ZAR Functional currency)

Actual 
(USD Functional currency)

Earned  Premiums

Premiums Written 158 090 152 730 170 335

Change in unearned premiums (74 456 ) 76 200 71 808

Change in unexpired risk 22 827 100 721 62 947

Earned Premiums 106 462 329 651 305 090 

Claims incurred (25 364) (14 225) (14 225)

Claims ( Paid) (31 937) (45 155) (45 155)

Salvages Rec 6 573 30 930 30 930 

Change in outstanding claims 23 750 (124 531) (179 429)

Commission Received/(Paid) (800) (1 660) (1 658)

Management expenses (34 090) (26 851) (26 852)

Underwriting profit/loss 69 959 162 384 82 926 

Investment income 170 000 237360 237 359

Foreign exchange loss/gain 1 440 (3 651) (217 798)

Other income 440 783 783

Interest expense - (21) (21)

Profit before tax 241 839 396 855 103 249 
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Succession risk Succession risk 

Given that ECIC is operating in a specialized field of business where required skills 
are scarce and where the ability to break even remains a challenge all over the world, 
the failure to recruit and retain competent staff can have severe consequences.

Concentration riskConcentration risk

An unenviable situation for all insurance companies: a risk event in a particular 
country or region may have devastating consequences to the ECIC.

Risk associated with Interest MakeRisk associated with Interest Make--up (IMU)up (IMU)

Interest Make-Up (IMU) is important to the business of ECIC as it facilitates 
export credit finance at internationally competitive rates. 

Lack of Interest Make-Up (IMU) can seriously impede growth in the insurance 
portfolio as cost of finance may be too high for contractors to win tenders for 
projects.
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THANK YOU

TANK YOU


	��PRESENTATION TO THE PORTFOLIO COMMITTEE ON TRADE AND INDUSTRY�
	ECIC REPRESENTATIVES
	CONTENT
	VISION  AND MISSION
	Slide Number 5
	�MANDATE�
	�STRATEGIC GOALS�
	�STRATEGIC GOALS�
	� ACHIEVEMENTS �
	� �
	� ACHIEVEMENTS �
	� �
	� US Dollar Financing and Insurance �
	�  US Dollar Financing and Insurance�
	US Dollar Financing and Insurance 
	�
	Slide Number 17
	FINANCIAL PERFORMANCE
	FINANCIAL PERFORMANCE
	� �
	THANK YOU 

