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The reports and statements set out in this report 
comprise the consolidated annual financial 
statements presented to the shareholders.

ABOUT US

Selective Empowerment 
Investments 1 Limited (“SEI1”) 
was founded in 2007 as part of a 
broader investment holding scheme. 
SEI1 was particularly established to 
enable the small investor to acquire 
an investment that offered a healthy 
spread of top-class shares listed on 
the Johannesburg Stock Exchange 
(“JSE”). SEI1 has evolved over the 
years from making investments 
in listed equities to making 
investments in unlisted equities as 
a form of diversification. SEI1 is also 
a vehicle that serves Broad-based 
Black Economic Empowerment 
(“B-BBEE”) and prides itself in 
meeting the aims of B-BBEE through 
investing as an equity partner in 
both listed and unlisted equities. 
SEI1 is a Level 2 B-BBEE contributor.
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VISION AND MISSION

SEI1’s vision is to be the 
preferred global empowerment 
equity investment partner. This 
vision is achieved through SEI1’s 
mission which is to grow capital 
through a diversified investment 
portfolio with sustainable income–
generating investments supported 
by a strong management team. 

The three main tenets to our vision and mission include the following:

01.
Strategic equity  

stakes

SEI1 invests in listed and 
unlisted instruments (equity 

and debt) and actively  
seeks and subscribes to  

B-BBEE transactions.

02.
Capital growth and  
maximising return

SEI1’s primary investment 
objective is to provide our 

shareholders with relatively 
high long-term capital growth 

and to maximise the return 
for our shareholders through 

following an investment policy 
which will reflect a spread of  
investments aimed at capital 
growth, while cultivating an 
investment portfolio that will 
reshape core industries and 
help our nation transition to a 

sustainable future.

03.
Financial  
inclusion

Financial inclusion refers 
to the provision and use of  
regulated financial services 

by those segments of  society 
where financial services 

are needed but are either 
unavailable or inadequate. 
The participation by SEI1 

in various investment 
opportunities especially in the 

SMME sector allows those 
SMMEs, more specifically 

women-run and youth 
business, to participate in 

the economy resulting in not 
only financial inclusion but 
also social and economic 
development and impact.
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ABOUT US continued

INTEGRITY
Our conduct demonstrates 

respect for key moral principles 

that include honesty, fairness, 

equality, dignity, diversity and 

individual rights

ACCOUNTABILITY
We are accountable – individually 

and in teams – for our behaviour, 

actions and results, both positive 

and negative

CREATIVE THINKING
We embrace change, for 

ourselves and for our customers, 

and nurture and support 

creativity and the development of  

new ideas, products  

and processes

COMMITMENT
We focus and concentrate  

on our core activities in a 

consistent manner

OUR VALUES

Our values represent the core priorities of our 
organisation that allow us to achieve set strategies. 
SEI1’s guiding philosophy and values are as follows:

VALUES
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OUR STRATEGY

SEI1’s investment portfolio 
is currently largely invested 
in listed equities split into 
the following categories: 

01. EQUITIES

02. FIXED INCOME 
ACCOUNTS

03. BONDS

The strategy of  investing only in high-risk listed equities was 

revised due to the fact that this strategy was not dynamic enough 

to address the JSE’s downturn experienced over the past few years. 

As part of  the revised investment strategy, SEI1 will be looking to 

invest a considerable portion of  its portfolio into unlisted equities. 

SEI1 will take a generalist approach with a focus on the following 

four sectors: 

Agriculture (agri and agri-processing) 

Manufacturing 

Services

Financial services (fintech and innovation)

Investment transactions, which may involve unlisted/private or 

listed companies, may take one or more of  the following forms: 

Supporting 
management 
buy-out/buy-in 
transactions

Providing 
expansion 

capital for growth 
companies

Providing liquidity 
for existing 

shareholders

Providing replacement capital to introduce a  
value-adding partner and to enhance the portfolio  

company’s B-BBEE credentials

In addition to the above, SEI1 will look toward making equity 
acquisitions of  at least 20% in the unlisted space while also 
looking for a board seat in the investee company.
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have been devastating. Economically, the lockdown 
implemented has had a severe impact on the South 
African economy.

Every sector has been hard hit and the GDP figures 
have shown us how serious the impact has been.

KEY HIGHLIGHTS
The board and management of  SEI1 remain focused 
on delivering real earnings growth and premium 
returns to its shareholders. SEI1 is cognisant that its 
growth strategies need to create both economic and 
social value for a broader set of  stakeholders which 
includes employees and the society at large. Outlined 
below are the key highlights of  the financial period  
for SEI1.

Governance
A board strategy session in early 2020 allowed us  
to reshape our mission, vision and purpose statement  
to include a broader set of  promises to all  
stakeholders. In line with governance principles, 
an additional independent non-executive director,  
Ms Mokgadi Mogokare, was appointed on 
1 November 2019 to strengthen the board.

Mokgadi is a seasoned legal professional who will add 
to the strength and depth of  the existing board and 
assist in executing the strategy of  SEI1.

The board chairperson is pleased to present the 

SEI1 2019/2020 annual report to its stakeholders. 

While the financial performance in the current year  

is muted compared to the prior year, the company  

has taken meaningful steps towards achieving its  

long-term strategy of  capital preservation, capital 

growth and liquidity through participation and investing 

in the unlisted equities space.

The 12 months ended 30 June 2020 were marked by 

a very tough environment for global financial markets 

in general. With the onset of  the COVID-19 pandemic, 

the global economy experienced a shutdown last seen 

in the 1918 pandemic.

The prevailing operating environment remained 

challenging, with material macroeconomic risks that 

included:

• Persistently low gross domestic product (“GDP”) 

growth in South Africa;

• Fiscal challenges coupled with rising government 

indebtedness;

• Political and policy uncertainty;

• Increasing cost and scarcity of  financial resources; 

and

• The challenging regulatory environment.

The reality of  the pandemic and the consequent 

lockdowns imposed to combat the spread of  COVID-19 

CHAIRPERSON’S REPORT

A total dividend of 

R6 940 126,70 
was declared. 

This equated to five cents per share for 138 802 534 SEI1 shares in issue.

SEI1 set the course for the implementation of its  
revised strategy in the current financial year and  
is well positioned to execute on these strategies 

in the future.
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SEI1 Services: SEI1 Services seeks equity in 
companies with the ability to generate superior 
business growth through product or service 
innovation, strong sales management and 
integrated brand marketing excellence.

SEI1 Financial Services: SEI1 Financial Services 
will focus on investing in technology-driven 
innovation in financial infrastructure, products, 
services and their distribution.

All of  the above subsidiaries are 100% owned 
subsidiaries of  SEI1. No unlisted equity investments 
had been made in these subsidiaries at year-end, 
however, suitable targets have been identified to 
execute in the new financial period.

Change in transfer secretaries
In November 2019, SEI1 changed its transfer secretary 
services provider from 4AX to Singular Systems. This 
move was necessitated by the fact that there was a 
need for access to a trading platform for SEI1 shares 
and Singular Systems could provide an over-the-counter 
(“OTC”) platform where the shares could be traded 
while also ma.naging the share register via the transfer 
secretary function. All transfer secretary functions were 
handed over to Singular Systems from 4AX successfully.

Shareholder verification
As part of  the ongoing share register management, 
Singular Systems is running a parallel process of  
Financial Intelligence Centre Act (“FICA”) verification 
for SEI1 shareholders. FICA verification is a process 
that is performed by Singular Systems, in its capacity 
as a financial services institution, to ensure that the 
shareholders in the SEI1 share register are identified 
and verified before any financial transactions take 
place which would typically include share trades 
and the payment of  dividends. As such, paying 
out dividends and trading on the OTC platform are 
considered transactions which require Singular 
Systems to conduct the identification and verification of  

Implementation of the unlisted investment 
strategy
As part of  the revised investment strategy, the 2020 
financial period saw the implementation of the revised 
investment structure. SEI1 incorporated new subsidiaries 
to hold the future unlisted investment opportunity. These 
100% owned subsidiaries are as follows:

Seboka Distributors: Seboka Distributors 
Proprietary Limited (“SD”) was registered on  
30 August 2020 as a 100% owned subsidiary 
of  SEI1. The initiative was informed by the need 
to identify other sources of  generating income 
to primarily supplement the dividends and 
interests that are earned by the SEI1 investment 
portfolio. The main business of  SD is to distribute 
high-purchase-frequency consumable products 
through its unique business model. SD commenced 
the groundwork for operations in March 2020, 
however, due to the lockdown, faced a slow start to 
operations. At year-end, the business was ramping 
up operations to meet its budgeted target.

SEI1 Agri: SEI1 Agri will invest in innovative food and 
agriculture technology companies at different stages 
of development in Southern Africa.

SEI1 Manufacturing: SEI1 Manufacturing will make 
equity investments in manufacturing and industrial 
companies across a diverse range of  industries, 
including basic materials, branded consumer, 
healthcare and luxury products, automotive parts, 
capital equipment and general manufacturing.
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process was successfully completed with due process 
being followed.

Legal and compliance
The year was not without its challenges. Legacy issues 
have continued to present themselves to the company.

These legacy issues have resulted in an ongoing 
matter between the company and the Companies and 
Intellectual Properties Commission (“CIPC”). In this 
financial period, a case of  delinquency was brought 
about by the CIPC against the board largely relating to 
historical matters for the periods between 2011 and 2016 
before the appointment of  the current board. SEI1 legal 
counsel engaged the CIPC and relevant submissions 
were presented and accepted by the CIPC.

In August 2020, post year-end, a motion of  liquidation 
was brought forward by the CIPC against the 
company. The board takes these allegations seriously 
and continues to present its representations through 
legal counsel indicating the compliance matters that 
the current board has managed to resolve in order to 
make the business sustainable.

Building the management team
In order to implement the revised investment strategy, 
the company sought to identify a suitably qualified 
management team with the prerequisite skills to focus 
on the unlisted investment strategy. The board embarked 
on a thorough and rigorous process to identify a new 
managing director and after careful consideration, 
the board identified Mazvita Maradzika as a suitable 
candidate to join the SEI1 team who has since year-end 
assumed this role. The board looks forward to driving 
SEI1 into the future with a strong and solid management 
team.

CONCLUSION
Despite the challenging times in which the global and 
local economy finds itself, the board and management 
of  SEI1 continue to grow from strength to strength, to 
build a strong foundation upon which a sustainable 
business can be built that will result in a long standing 
positive impact for all stakeholders.

Terresa Sindane
Board chairperson

the existing shareholders in the verified share register 
of  SEI1 as part of  an ongoing due diligence.

The FICA verification process helps to update and 
strengthen the integrity of  the existing share register 
of  SEI1 and is a parallel process to the regular 
management of  the share register and verification 
thereof. Although Singular Systems maintains a 
share register with basic shareholder information, as 
verified previously, they do not necessarily have all 
the financial information such as bank account details 
for shareholders and this delays dividend payments. 
What is important to note is that although the majority 
of  shareholders are not necessarily FICA verified, this 
does not mean that the share register, as it stands, is 
incomplete. 

At year-end, Singular Systems had FICA verified up 
to approximately 2 200 shareholders out of  the total 
SEI1 shareholder base of  over 26 000 shareholders. 
As noted above, this FICA process is a reinforcement 
to existing processes around existing share register 
management.

Dividend declaration
In September 2019, the board approved and declared 
a dividend to the shareholders for the first time since 
inception. The performance of  the current investment 
portfolio allowed management to set aside funds for 
the benefit of  the shareholders. Details pertaining to 
the dividends are as follows:

• A total dividend of  R6 940 126,70 was declared. 
This equated to five cents per share for 138 802 534 
SEI1 shares in issue; and

• As at 30 June 2020, R2 715 801,20 had been paid 
out while R4 224 325,50 remained unpaid subject to 
FICA verification.

SEI1 is working closely with Singular Systems to 
trace all shareholders and ensure that all unclaimed 
dividends are paid out to the respective shareholders.

Restructure of the operational model
In the first half  of  the 2020 financial year, the group 
changed its internal operating model in order to better 
execute on its desired strategy. We believe that a leaner 
and more investment-focused structure will enable us 
to deliver better to our stakeholders. This restructure 
saw the business enter into a section 189 process to 
realign the business to the new operating model. This 

CHAIRPERSON’S REPORT continued
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The 2020 financial year has seen the business take a 
closer step in realising its revised strategy of  investing 
in unlisted equities.

After extensive research, SEI1 incorporated sector-
focused subsidiaries to forge ahead with the investment 
strategy and to date these include the following  
sectors:

Agriculture and agri-processing

Financial services

Manufacturing

Services

Product distribution through SD

The establishment of  SD was to empower the broader 
community and shareholder base to participate in 
the opportunity. Although unlisted investment activity 
slowed during the lockdown, management has gained 
momentum and at 30 June 2020, the business had a 
strong pipeline of  at least 18 investment opportunities 
across these sectors to be considered and executed 
in the following financial period.

In order to move forward with this process, management 
has obtained the services of  transaction advisors to 
assist the business in sourcing deals and executing, 
while also building a strong in-house investment team.

OPERATING ENVIRONMENT
The 12 months ended 30 June 2020 were marked with 
a fair share of  challenges and uncertainty largely due 
to the impact of  COVID-19 which brought the world to 
a halt in the early months of  2020.

The greater part of  the financial period has been 
marked by a tough operating environment, not only 
locally in South Africa, but also globally. This was 
evident in the performance of  financial markets that 
experienced sharp declines in equities due to the 
closure of  most economies as countries seeking to 
limit the spread of  COVID-19.

Global equity markets have recovered from lows in 
March as central banks and governments continue to 
provide stimulus packages to support the recovery of  
capital markets. The global outlook remains uncertain 
as many countries continue to battle potential second 
waves of  the virus as lockdown restrictions are eased. 
South African equity markets were 8% down since the 
start of  the year, despite the recovery from a record 
decline in March, with average market levels being 10% 
lower than the prior period. The economy remains in a 
technical recession, with a third consecutive quarter 
of  negative GDP growth in Q1 2020. Government 
has secured borrowings from international financial 
institutions to fund the R500 billion stimulus package 
announced in April 2020, intended to provide 
social protection, support for small businesses and 
municipalities, as well as health and frontline services.

OPERATING MODEL
In the first half  of  our 2019 financial year, the group 
changed its internal operating model in order to 
better execute on its desired strategy. We believe 
that a leaner and more investment-focused structure 
will enable us to deliver better to our stakeholders. 

MANAGING DIRECTOR’S REPORT

The outlook remains challenging, however, we are  
well positioned to weather the storm.



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

8

Trading platform and investor relations
From January 2020, SEI1 engaged Singular Systems 
to provide an OTC platform through which SEI1 shares 
could be traded. This followed a resolution passed by 
shareholders at the annual general meeting ("AGM") 
on 23 July 2019. The intention was to ensure that SEI1 
shares would be tradeable. Singular Systems became 
the partner to SEI1 to manage shareholder-related 
queries, in addition to assisting in the process of  
maintaining the share register. At year-end, the trades 
of  SEI1 shares were as followed:

• Number of  SEI1 shares traded: 398 265 equating to 
approximately 157 trade deals;

• Value of  shares traded: R296 276; and

• Share price range: between R0,80 and R1.

The move to an OTC platform was as a result of  a 
resolution that was passed by the shareholders at a 
previous annual general meeting (“AGM”) to ensure 
that the SEI1 shares would be tradable.

ENSURING OUR SUSTAINABILITY DURING 
COVID–19
We understand that our operations contribute to the 
livelihoods of  our wide base of  stakeholders. Decisive 
action was required, and we reacted swiftly to  
safeguard our business. Our immediate focus was 
on protecting the sustainability of  the business and 
ensuring that we had the financial and operational 
resilience to survive the lockdown. During the 
last quarter of  the financial year, the board met to 
discuss the actions required to secure the company's 
sustainability by ensuring that value was not eroded 
during the lockdowns. 

Management immediately implemented health 
protocols and control measures to safeguard our 
employees. We are proud to say that no staff  were laid 
off  during this period and, with the assistance of  our 
finance department, we applied to the Unemployment 

DELIVERING FINANCIAL VALUE IN A 
CHALLENGING TIME
From a financial performance perspective, the impact 
of  COVID-19 presented challenges to the investment 
portfolio. However these were limited as certain 
measures were put in place to protect the portfolio. 
Total revenue from dividends and interest was  
R7,8 million compared to R8,3 million in the prior 
period.

Managing costs remains of  paramount importance 
and, despite the strict cost controls implemented 
during the year, the above-inflationary increases in 
administered costs, including property rates, utilities, 
and legal costs due to an ongoing matter between 
the company and the CIPC, all continued to place 
pressure on our business. In addition, the introduction 
of  the OTC trading platform in early 2020 with Singular 
Systems resulted in a significant increase in costs to 
the business. 

The leadership team was focused on operating 
with ethics and responsibility, while balancing the 
conflicting and competing needs of  our stakeholders 
to ensure that we protect the viability of  the business. In 
the crisis, engagement has been critical, and we have 
collaborated with stakeholders across the spectrum to 
find ways to preserve value and reduce costs.

Dividends
In efforts to balance stakeholder needs specifically 
those of  shareholders, the board, for the first time 
since inception approved and declared a dividend 
to the shareholders. Dividends were declared from 
performance (pre-COVID-19) of  the investment 
portfolio that allowed management to set aside funds 
for the benefit of  the shareholders.

A total dividend of  R6 940 126,70 was declared. 
This equated to five cents per share for 138 802 534 
SEI1 shares in issue.

MANAGING DIRECTOR’S REPORT continued

Total revenue from dividends and interest was

R7,8 million 
compared to R8,3 million in the prior period
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Insurance Fund Temporary Employer/Employee Relief  
Scheme to supplement the possible reduction in the 
remuneration of  employees.

COVID-19 projects
As part of  our corporate social responsibility, 
SEI1 through its subsidiary Seboka Distributors, 
embarked on a process to identify and support local 
communities during the lockdown period, culminating 
in SD participating in a water project in partnership 
with Unleashed Leadership Development Foundation 
and ThekVest to ensure the communities had access 
to clean water. The project was undertaken and 
successfully completed and delivered to the community 
of  Kliptown in June. The project amounted to a total 
of  R67 940,20 for the construction and delivery of  six 
water tank structures.

CONCLUSION
As we look ahead, we know that the worst is not yet 
behind us. Despite this, as mentioned, there have been 
some positive developments, which we believe will 
stand the business in good stead once the economy 
fully picks up and things normalise.

The operating environment is expected to remain 
challenging, but we will continue striving for 
outperformance in the portfolio and continued 
momentum on our chosen path.

We are excited about the future and the opportunities 
it will present as we move forward.

Tiro Motlogeloa
Acting managing director

July 2019 to March 2020

Moses Maja
Acting managing director

April 2020 to present
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DIRECTORATE

TERRESA NONKULULEKO 
SINDANE
Independent non-executive 
director (board chairperson)
LLB (University of Natal);  
BProc (University of Natal)

Date of appointment
17 August 2017

Terresa is a qualified attorney 
having served her articles with 
a firm of  attorneys, Shepstone 
& Wylie, Durban, until she was 
admitted as an attorney and later 
a conveyancer. She has held 
several positions that include 
serving as director-general of  
the Department of  Justice and 
Constitutional Development, 
deputy director-general at the 
Department of  Transport and 
Public Enterprises and legal and 
risk manager for Umgeni Water. 
Other appointments pertaining to 
governance include the following: 
company secretary for Armscor 
and Eskom, chairperson of  the 
International Air Licensing Council, 
Search and Rescue Entity as well 
as the South African Civil Aviation 
Authority. Terresa is the current 
chief  executive officer of  Mariswe 
Proprietary Limited.

DR SIHLE SICELO SIBIYA
Non-executive director 
PhD (IT) – DUT; MSc (Computer 
Science); BSc Hons (Computer 
Science); BSc (Computer 
Science)

Date of appointment
17 August 2017

Dr Sibiya has more than 10 years’ 
experience, during which time he 
has held various roles including 
candidate technologist, engineer, 
knowledge applicator, database 
developer, systems developer, ICT 
manager, chief  engineer, business 
development manager, executive: 
systems integration and managing 
director. He has extensive 
experience in using advanced 
research, analysis, strategic 
planning, leadership, conflict 
management and negotiation skills 
to successfully develop business 
initiatives while maximising profit, 
minimising costs and driving 
continuous change. Dr Sibiya is 
also an established academic with 
academic articles published in 
the field of  computer science and 
information technology.

MOSES MAJA
Executive director  
(corporate services) 

MA (Management and 
Leadership) (LU); BSc 
(Industrial Engineering) 
(University of the 
Witwatersrand); Secondary 
Teachers Diploma (MCE)

Date of appointment
28 November 2013

Moses is a qualified teacher and 
engineer with mathematics and 
science teaching experience. 
He worked as a railway engineer 
in train operations and rolling 
stock for Wits Metrorail and later 
joined SABMiller’s operations in 
the northern region. He has also 
consulted extensively for a number 
of  businesses in the real estate, 
investments and health sectors.  
In addition to his role on the board 
of  SEI1, Moses is currently the 
managing director of  Seboka 
Distributors, a 100% subsidiary  
of  SEI1.
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MPHIKELELI SOLOMON 
TSIE
Independent non-executive 
director 
BSc (Actuarial Science and 
Mathematical Statistics);  
BSc (Hons) (Actuarial 
Science) (University of the 
Witwatersrand)

Date of appointment
17 August 2017

Solomon has experience in 
investments, including investment 
management, investment 
consulting, investment operations 
and client services. He has worked 
for large, medium and small 
financial services firms where he 
assumed various roles spanning 
from technical investment to client 
and business management. He 
also has experience in providing 
actuarial services to retirement 
funds and long-term insurance 
companies.

TIRO MOTLOGELOA
Non-executive director
BCom (Statistics)  
(University of Pretoria)

Date of appointment
17 August 2017

Tiro was previously employed at 
Absa as an economist in the group 
economic research division. He 
spent time at Investec Private Bank, 
followed by a move to Standard 
Bank, where he joined the card 
division working as an analyst. 
Tiro rose through the credit ranks 
and was instrumental in building 
a provisioning model for the 
credit card division, which also 
included Diners Club. He was also 
executive assistant to both the 
chief  executive and head of  credit 
for personal markets at Standard 
Bank. He is an entrepreneur having 
started various businesses.

 

MOKGADI OLGAR 
MOGOKARE
Independent non-executive 
director
BProc (University of Limpopo), 
PGD in Contracts (University 
of Johannesburg)

Date of appointment
1 November 2019

Mokgadi is an admitted attorney 
and conveyancer of  the High Court 
of  South Africa with more than 15 
years of  experience in litigation, 
corporate governance, business 
and risk management. Over the 
years, she has worked in the 
corporate environment, served as 
a magistrate of  the district courts, 
served on different boards, audit 
committees and other tribunals. 
She has been privileged to be 
exposed to different governance 
structures of  both public and 
private entities. Mokgadi holds 
a BProc Degree, Post Graduate 
Diploma in Contracts and several 
other certificate courses in 
management. She is finalising her 
LLM in IT Law.
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GOVERNANCE FRAMEWORK
SEI1, through its board of  directors, established the 
following committees during the period under review 
in line with good governance and the requirements of  
the Companies Act:

• Audit and risk committee;

• Investment committee;

• Social and ethics committee; and

• Remuneration and nominations committee.

BOARD COMPOSITION
The board comprises the appropriate balance of  
knowledge, skills, experience and independence to 
discharge its governance role and responsibilities 
objectively and collectively. The board comprises six 
directors: four independent non-executive directors, 
one non-executive director and one executive director.

Board of directors

• Mr Moses Maja: Executive director;

• Ms Terresa Nonkululeko Sindane: Independent non-
executive director;

• Mr Mphikeleli Solomon Tsie: Independent non-
executive director;

• Mr Tiro Motlogeloa: Non-executive director  
(managing director from June 2019 to March 2020);

• Dr Sihle Sicelo Sibiya: Non-executive director; and

• Ms Mokgadi Olgar Mogokare: Independent non-
executive director (appointed 1 November 2019).

INDEPENDENCE
The independent non-executive directors are highly 
experienced and have the skills, background and 
knowledge to fulfil their responsibilities. The board 
believes that the independent non-executive directors 
of  SEl1 are of  the appropriate calibre, and the  
members of  the committees of  the board are  
non-executive directors.

The classification of  independent non-executive 
directors is determined by the board, on the 
recommendation of  the remuneration and nominations 
committee, in accordance with the guidelines set out 
in the King IV™* Report on Corporate Governance 
for South Africa (“King IV™”) on independence 
requirements. None of  the independent non-executive 
directors participate in any share incentive schemes 
of  SEl1.

KING IV™ COMPLIANCE
SEl1 recognises and supports the principles and 
practices set out in King IV™. SEl1 will continue to 
implement compliance to ensure that it applies the 
principles set out in King IV™, monitoring and reporting 
to the appropriate governance structures.

Ongoing progress reports in this regard will be 
presented to the audit and risk committee.

Adhering to the highest standards of  corporate 
governance is fundamental to the sustainability 
of  SEl1’s business. SEI1’s business practices are 
conducted in good faith, in the interests of  SEI1 and all 
its stakeholders, with due observance of  the principles 
of  good corporate governance. The board is the 
foundation of  SEl1’s corporate governance system and 
is accountable and responsible for SEl1’s performance. 
The board retains effective control of  the business of  
SEl1 through a clear governance structure and has 
established sub-committees to assist it in accordance 
with the provisions of  SEl1’s board charter. The board 
recognises that delegating authority does not reduce 
the responsibility of  directors to discharge their 
statutory and common law fiduciary duties. The board 
continues to review its governance structures to ensure 
that they support effective decision-making, provide 
robust controls and are aligned to evolving local and 
global best practice.

CORPORATE GOVERNANCE REPORT

SEI1 complies with applicable statutes, regulatory 
requirements and other authorities regulating 
its conduct. 

* Copyright and trademarks are owned by the Institute of  Directors in Southern Africa NPC and all of  its rights are reserved.
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BOARD CHARTER
The board charter was adopted by the board on 
28 September 2017 to ensure compliance with 
King lV™ and the Companies Act. The board charter 
sets forth the board’s role and responsibilities as well 

Act as the focal point for, and custodian of, corporate governance by managing its relationship with management, 
the shareholders and other stakeholders of  SEI1 to build and maintain stakeholders’ trust and confidence in 
SEl1 aligned to sound corporate governance principles. ln this regard, the board will be expected to:

• Acquire a working knowledge and understanding of  SEl1’s business and the laws, regulations and processes 
that govern its activities;

• Be able to make sound business decisions and recommendations;

• Exercise judgement independently, and exercise stewardship at all times and uphold the highest degree of  
ethics in all forms of  conduct;

• Appreciate that strategy, risk, performance and sustainability are inseparable and to give effect to this by:

–  contributing to and approving the strategy;

–   satisfying itself  that the strategy and business plans do not give rise to risks that have not been thoroughly 
assessed by management;

–   identifying key performance and risk areas, which includes the responsibility of  setting SEl1’s level of  risk 
tolerance and limits for its risk appetite on an annual basis and monitoring the same accordingly;

–   ensuring that the strategy will result in sustainable outcomes; and

–   considering sustainability as a business opportunity that guides strategy formulation;

• Provide effective leadership on an ethical foundation;

• Ensure that SEl1 is and is seen to be a responsible corporate citizen by having regard to not only the financial 
aspects of  the business of  SEl1 but also the impact that business operations have on the environment and 
the society within which it operates;

• Ensure that SEI1’s ethics are managed effectively;

• Ensure that SEI1 has an effective and independent audit and risk committee;

• Be responsible for the governance of  risk;

• Be responsible for lT governance, which includes ensuring that information assets are identified, managed 
and treated as important business assets;

• Ensure that SEl1 complies with applicable laws and considers adherence to non-binding rules and standards;

• Appreciate that stakeholders’ perceptions affect SE1’s reputation;

• Act in the best interests of  SEl1 by ensuring that individual directors:

–  adhere to legal standards of  conduct;

–   are permitted to take outside or other independent advice as it deems necessary in connection with their 
duties following an agreed procedure;

–   disclose real or perceived conflicts to the board and deal with them accordingly;

–   report on the effectiveness of  SEl1’s system of  internal control;

–   elect a chairperson of  the board who is an independent non-executive director; and

–   appoint and annually evaluate the performance of  the managing director.

as the requirements for its composition and meeting 
procedures, noting that SEl1 is subject to corporate 
governance and the requirements of  the Companies 
Act. The roles and responsibilities of  the board, as set 
out in the board charter, include the following:
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CORPORATE GOVERNANCE REPORT continued

The board will comply with all relevant legislation and will be required to maintain strict confidentiality of  all 
information relating to the business of  SEl1, except to the extent that disclosure is required by law or regulation.

The audit and risk committee only met twice in this financial year and therefore did not satisfy the King IV™ 
requirement on the minimum number of  meetings required per year for the committee.

BOARD AND COMMITTEE MEETING ATTENDANCE 2019/20 FINANCIAL YEAR
Board and special board meeting attendance

Board member
16 August  

2019
8 November 

2019
28 January 

2020
31 March 

2020

Ms Terresa Nonkululeko Sindane X X √ √

Mr Mphikeleli Solomon Tsie √ √ √ √

Mr Moses Maja √ √ √ √

Dr Sihle Sicelo Sibiya X √ √ √

Mr Tiro Motlogeloa √ √ √ √

Ms Mokgadi Olgar Mogokare N/A √ X √

Remuneration and nominations committee meeting attendance

Committee member
17 January 

2020

Mr Mphikeleli Solomon Tsie √

Dr Sihle Sicelo Sibiya √

Mr Tiro Motlogeloa √

Investment committee meeting attendance

Committee member
15 September 

2019

Mr Mphikeleli Solomon Tsie √

Dr Sihle Sicelo Sibiya √

Mr Tiro Motlogeloa √

Ms Terresa Nonkululeko Sindane X

Audit and risk committee meeting attendance

Committee member
17 July 
2019

27 January 
2020

Mr Mphikeleli Solomon Tsie √ √

Dr Sihle Sicelo Sibiya √ √

Mr Tiro Motlogeloa √ √

Ms Mokgadi Olgar Mogokare N/A √

Social and ethics committee meeting attendance

Committee member
17 January 

2020

Dr Sihle Sicelo Sibiya √

Ms Terresa Nonkululeko Sindane √
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During the period under review, there was good 
progress on key strategic and governance issues 
in the company which enabled better management 
of  the business of  SEI1. This report will covers the 
governance improvements, implementation of  the 
stakeholder engagement framework, management of  
the CIPC case against the directors of  SEI1 and the 
social responsibility initiatives of  the company.

COMMITTEE COMPOSITION
The committee meetings were held as planned with 
appropriate agenda items. The committee comprises 
non-executive director Dr Sibiya (chairperson) and 
independent non-executive director Ms Sindane.  
Mr Motlogeloa attends as invitee in his role as an  
acting managing director. The committee continued to 
discuss critical issues pertaining to the stakeholders, 
particularly the shareholders.

Dr Sibiya replaced Ms Sindane as chair of  the 
committee to align the composition with governance 
principles whereby the chairperson of  the board 
cannot also be the chairperson of  the committee. 

STAKEHOLDER ENGAGEMENT STRATEGY
The stakeholder engagement strategy is developed and 
continuously reviewed and updated by management 
to ensure adaptability in the ever-changing socio-
economic environment. Its implementation is 
necessitated through its approval by the board after 
consultation with the social and ethics committee. 
Stakeholders in the SEI1 universe can be identified by 
their relationship with the organisation and the impact 
they have on sustainability. These relationships are 
defined as follows:

• Primary stakeholders are the people or groups 
that stand to be directly affected, either positively 
or negatively, by an effort or the actions of  an 
organisation.

• Secondary stakeholders are people or groups that 
are indirectly affected, either positively or negatively, 
by an effort or the actions of  the organisation.

Key stakeholders might belong to either of  the first 
two groups.

SOCIAL AND ETHICS COMMITTEE REPORT

The table below shows SEI1’s stakeholder classification per relationship category:

Stakeholder Category Relationship Impact

Shareholders Primary SEI1 shareholders High

Board Primary The board of  directors and its committees High

Employees Primary Permanent and temporary employees Medium

Regulators Key CIPC, Financial Sector Conduct Authority, trading platform/ 
JSE and industry, etc.

High

Government Key Department of  Labour, Department of  Trade and Industry High

Service providers Secondary Banks, asset managers, the company secretary, legal firms, 
auditor’s, IT companies, transfer secretary, trading platform/
exchange, consultants, etc.

Medium

Media Secondary Newspapers, radio, TV, social media followers, etc. Medium

Communities Secondary Residential areas of  shareholders Low

The social and ethics committee is pleased to  
present its report for the 12 month period ended  
30 June 2020.
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Low impact: Actions and/or decisions by these 
stakeholders whether positive or negative, will have 
minimal or no impact on the sustainability of  the 
company due to lack of  direct relations with the 
company.

This is because of  the lack of  direct relations with 
the company.

Medium impact: Partial or temporary relations with 
these stakeholders, which can be interchangeable 
due to vast competition for either their services 
or platforms. As a result, the sustainability of  the 
organisation will not be adversely affected by this 
grouping of  stakeholders. 

High impact: This group of  stakeholders requires 
significant attention as this grouping has the power 
to determine the status of  the organisation. Positive 
management of  this group will typically yield 
significant impact on the perception and outcomes 
influencing the sustainability of  the organisation 
around areas of  compliance, decision-making and 
alignment.

ROLL OUT OF THE STAKEHOLDER 
ENGAGEMENT STRATEGY

The roll out of  the stakeholder engagement strategy 

that was approved by the board in the 2019 financial 

year commenced during the year under review with 

focus on shareholder engagement. Initial information 

sessions were held with the shareholders to connect 

with them and update them on specific issues in the 

company including the establishment of  the trading 

platform managed by Singular Systems and the 

establishment of  Seboka Distributors, a subsidiary 

of  SEI1. The initial roadshows were cut short due to 

the COVID-19 pandemic where a National State of  

Disaster was declared by the President. Stakeholder 

engagements have resumed post year-end at  
30 June 2020 as COVID-19 restrictions have gradually 
been lifted. It is expected that continual stakeholder 
engagement will continue in the 2021 financial year 
subject to observation of  all COVID-19 protocols. 
This engagement will ensure that all stakeholders 
are aware and understand the status of  the business 
operations in line with the strategy.

Shareholder verification and security of the 
share register 

In November 2019, SEI1 changed transfer secretary 
service providers from 4AX to Singular Systems. This 
move was necessitated by the fact that there was a 
need for access to a trading platform for SEI1 shares 
and Singular Systems could provide an OTC platform 
where the shares could be traded while also managing 
the share register via the transfer secretary function. 
All transfer secretary functions were handed over  
to Singular Systems from 4AX successfully in  
November 2020.

In the 2019 financial period, extensive work was 
done to reconcile the share register due to previous 
discrepancies identified around the total number of  
shareholders. This work was successfully completed 
by an independent third party resulting in a final 
verified share register that was audited by the external 
auditor and subsequently managed and maintained 
by the then transfer secretaries, 4AX. The third-party 
report highlighted that management needs to ensure 
that the share register is kept updated on an ongoing 
basis as shareholder details change regularly. 

Regular management of  the share register would also 
mitigate the risk of  exposure due to an incomplete 
share register as was previously the case. 

As part of  the ongoing share register management 
process, Singular Systems is also running a parallel 
process of  FICA verification for SEI1 shareholders. 
FICA verification is a process that is performed by 
Singular Systems in its capacity as a financial services 
institution to ensure that the shareholders in the SEI1 
share register are identified and verified before any 
financial transactions take place which would typically 
include share trades and the payment of  dividends. 
As such, paying out dividends and trading on the OTC 
platform are considered transactions which require 
Singular Systems to conduct the identification and 

SOCIAL AND ETHICS COMMITTEE REPORT continued
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verification of  the existing shareholders in the verified 
share register of  SEI1 as part of  an ongoing due 
diligence. This process helps to update and strengthen 
the integrity of  the existing share register of  SEI1 
and is a parallel process to the regular management 
of  the share register. At year-end, Singular Systems 
had FICA verified approximately 2 200 shareholders 
out of  the total SEI1 shareholder base of  over 26 000 
shareholders. As noted above, this FICA process is a 
reinforcement to existing processes around existing 
share register management that ensures financial 
processes can be facilitated.

The committee is happy with the maintenance of  
the share register and the continual processes 
being managed by Singular Systems to ensure that 
shareholders' information remains current and that 
any discrepancies are easily identified and resolved 
timeously.

SHAREHOLDER DIVIDEND PAYMENTS
During the year the committee addressed the concern 
raised that only a small number of  shareholders 
had received payments of  the declared dividend. 
The majority of  shareholders are awaiting payment. 
Concerns were raised on whether shareholders had 
received communication on the dividend declaration. 
The committee urged management to do more to 
track the unpaid shareholders as well as impressing 
this need and urgency on the service provider. The 
FICA verification process is critical to this process as 
it ensures accurate financial records of  shareholders 
to facilitate payment of  dividends. The committee’s 
concerns were occasioned by the fact that the 
shareholders of  SEI1 are most in need of  these 
dividends and had been communicating a need for 
a dividend declaration for many years. To not make 
their payments was a huge concern to the committee 
needing urgent attention. Many interventions are being 
employed to ensure that these dividends are paid to 
the rightful owners as soon as reasonably possible. 

The challenges experienced by the company are that 
most shareholders are not engaged in the business and 
do not attend information sessions even when invited 
to do so. The committee acknowledges that this may 
be due to the challenges in having waited for dividend 
payments. The committee is cognisant that management 
is doing more to get the shareholders engaged in the 
developments taking place in the business.

ENGAGEMENTS WITH THE CIPC
As per previous undertakings, the board has actively 
engaged with the CIPC on matters raised in prior 
reporting periods that related to the overall strategic 
objectives and operations of  the business. These 
matters were resolved and management met with the 
CIPC at least three times during the financial period 
to 30 June 2020 to provide them with the necessary 
updates on the matters the company is working on and 
correcting.

On 5 August 2020, the CIPC issued an application 
against SEI1 out of  the Pretoria High Court in terms 
of  section 81(1)(f). The application is brought in 
terms of  this section for the court to issue a winding 
up order to cause SEI1 to be placed into liquidation 
notwithstanding that the entity is solvent.

SEI1 has engaged MSMM Incorporated to assist in 
opposing the matter. SEI1 remains transparent and 
endeavours to be fully compliant with all statutory 
and regulatory parameters and that the effect and 
engagement with regulatory bodies speaks for itself.

UTILISATION OF SEBOKA DISTRIBUTORS 
FOR STAKEHOLDER ENGAGEMENTS
As part of  enhancing shareholder engagements, it was 
acknowledged that SD was established predominantly 
to service the needs of  the shareholders either in the 
product chain or in the marketing and distribution 
of  products. It is anticipated that most shareholders 
would be reached using this medium while others will 
continue to be reached utilising other forms of  contact. 
The reason for this approach is that SEI1 is putting 
personnel in SD who know most of  its shareholders 
and would be able to locate and mobilise them as they 
proceed with their normal marketing and distribution 
mandates. Engaging with shareholders was negatively 
impacted by COVID-19 when the country went into 
lockdown and delayed reaching most shareholders as 
anticipated.
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THE CORPORATE SOCIAL RESPONSIBILITY 
PROGRAMME
The CSI programme is intended to support education, 
skills development and community work. In approving 
the CSI report, the committee emphasised a need to 
ensure that the beneficiaries of  these programmes 
must be biased towards the shareholders who 
so desperately need the educational and skills 
development support. Most have unemployed young 
people who desperately need support.

The approved CSI Policy has been amended to ensure 
there are more activities which benefit the communities 
in which our shareholders are resident.

Dr Sihle Sibiya
Social and ethics committee chairperson

SOCIAL AND ETHICS COMMITTEE REPORT continued



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

19

• Agreed that performance conditions for incentives 
will be aligned to the achievement of  profitability 
targets.

REMUNERATION ADVISORS
The REMNOM committee took advice from the 
outsourced HR and reward advisors, Sunguti  
Business Solutions, on the review of  the current 
executive remuneration levels and structure, the 
remuneration policy and other related people matters.

VOTING OUTCOMES
Results of  the annual general meeting held in  
July 2019 indicate that:

• 90,95% voted in support of  the non-executive 
directors’ fees; and

• 84,84% voted in support of  the retirement of  the 
chairperson of  the board.

VOTING AT THE AGM FOR THE 2020 
FINANCIAL YEAR
In line with King IV™, at the 2020 AGM, shareholders 
of  the company will be given an opportunity to 
pass separate non-binding advisory votes on the 
remuneration policy and the implementation report.

Non-executive directors’ fees for the 2020/2021 
financial year will also be put to shareholders by 
way of  a special resolution as recommended by 
the Companies Act, 71 of  2008, as amended (“the 
Companies Act”).

In the event that less than 25% or more dissenting votes 
for either the remuneration policy or the implementation 
policy is not achieved, engagement with shareholders 
will be made regarding their concerns to address 
legitimate concerns so as to make the necessary 
changes and improvements to the policy as well as 
reporting.

AREA OF FOCUS FOR 2021 FINANCIAL 
YEAR
The REMNOM committee committed to a full board 
evaluation which will take place in the next financial 
year. This is in compliance with the King IV™ corporate 
governance code.

Dr Sihle Sibiya
REMNOM chairperson

PART ONE
BACKGROUND STATEMENT
We are pleased to present the inaugural SEI1 
remuneration report which is aligned to King IV™. To 
align with King IV™, we have divided our report into 
three sections i.e.:

• Part one: background statement

• Part two: overview of  the remuneration policy

• Part three: implementation report

As envisaged in King IV™, we recognise the importance 
of  linking remuneration to company performance, 
company strategy and individual performance. This 
remuneration report will illustrate our remuneration 
elements for the executive management.

SEI1 has combined remuneration and nominations 
into a single committee, called the remuneration and 
nominations committee (“REMNOM committee”). The 
REMNOM committee deals with remuneration and 
nomination matters of  the company. Executive and 
non-executive directors’ remuneration is a key focus 
area for the REMNOM committee, recognising that 
the company executives need to be remunerated and 
incentivised fairly, responsibly and transparently to 
promote acceptable behaviour and actions required 
to deliver on the company’s strategy and to enhance 
shareholder value. Therefore, the REMNOM committee 
makes remuneration decisions and determines the 
criteria necessary to measure the performance of  
executives when discharging their functions and duties.

ACTIVITIES UNDERTAKEN IN 2020
In the 2020 financial year, the REMNOM committee 
undertook the following activities:

• Appointed an HR consultant to assist with people 
issues and developing an operating model;

• Approved and implemented a new operating model 
that better supports the company strategy;

• In terms of  section 189 of  the Labour Relations Act, 
66 of  1995, as amended, the company instituted a 
restructure;

• Successfully recruited a permanent managing 
director to assist in driving the new strategy and 
enhance shareholder value;

• Reviewed the total guaranteed package for the 
executives;

• Approved a short-term incentive to form part of  the 
executive remuneration structure; and

REMUNERATION AND NOMINATIONS 
COMMITTEE REPORT 
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REMUNERATION PRINCIPLES
The remuneration policy operates according to the 
following principles:

• Provide a framework for the management of  total 
reward within the company;

• Attract, reward and retain employees with the 
necessary skills to foster the continuous growth of  
the company;

• Encourage sustainable long-term performance that 
will be in the best interests of  the company;

• Support and encourage behaviour consistent with 
its values, culture and corporate citizenship;

• Promote an appropriate balance between the 
needs, expectations and risk exposure of  its 
stakeholders to ensure the creation of  sustainable 
long-term value;

• Demonstrate transparency based on external 
benchmarks to ensure fairness and equity; and

• Ensure alignment with the principles of  good 
corporate and remuneration governance.

If  the company strategy is successfully implemented, 
insofar as the principles relate to reward of  employees, 
these will include employees of  the subsidiary.

PART TWO
OVERVIEW OF THE REMUNERATION 
POLICY
SEI1 is committed to being a high-performing 
investment holding company and the company’s 
remuneration policy reflects this objective and 
aims to reward high-performing individuals for their 
contribution to the successful implementation of  the 
business strategy. In line with this, its remuneration 
framework will be linked to value creation.

In a bid to ensure that SEI1, among other objectives, 
establishes investments aligned to its new strategy  
which sees the company delivering new revenue  
streams, capital preservation and dividend 
declaration, the company has proposed certain 
strategic investments. These investments include the 
establishment of  a 100% owned subsidiary, Seboka 
Distributors Proprietary Limited.

These proposed transactions and investments have 
resulted in the need for the REMNOM committee to 
review the company’s remuneration policy to ensure 
that it will attract, motivate and retain an experienced 
executive management and senior team to ensure the 
successful implementation of  the business strategy.

REMNOM COMMITTEE
As mentioned above, the remuneration policy is implemented and monitored by the REMNOM committee which 
has been appointed by the board as one of  its sub-committees in terms of  the guidelines specified in King IV™.

Name Directorship status

Number of 
meetings
attended*

Dr Sihle S Sibiya Non-executive director and chairperson 1/1

Mr Tiro Motlogeloa Non-executive director 1/1

Mr Mphikeleli S Tsie Independent non-executive director 1/1

Ms Mokgadi O Mogokare Independent non-executive director 1/1

Ms Terresa N Sindane* Independent non-executive director and board chairperson 1/1

* Attended by special invitation.

REMUNERATION AND NOMINATIONS COMMITTEE REPORT continued
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REMUNERATION ELEMENTS
The executive reward framework is designed to fairly, responsibly and transparently reward each individual’s 
contribution and value to the company. The remuneration of  executive directors will consist of  a mix between 
guaranteed pay and variable pay which is linked to performance. This is to ensure that there is alignment between 
the interests of  the executives and the shareholders.

Currently, total remuneration comprises two components which are the total guaranteed package (“TGP”) and  
short-term incentive (“STI”).

Remuneration 
element Key features Link to strategy

Total guarantee 
package

To ensure that the TGP element is market-related and fair, the 
REMNOM committee considers the following factors:

• Size and complexity of  the role as determined through a job 
evaluation process; and

• Benchmarking of  remuneration using market salary survey data.

As a general guideline, the company aims to remunerate employees 
who perform as expected between the 25th and 50th percentile. This 
principle can, however, be adjusted if  necessary, to attract and retain 
scarce human resources.

The guaranteed packages are recommended by HR after taking the 
following into consideration:

• Market benchmarks;

• Inflation; and

• Individual skills, experience and qualification.

The following factors are taken into consideration when determining 
salary increases:

• Company performance;

• Market conditions;

• Overall affordability;

• Inflation; and

• Individual performance.

The company offers 
market-related 
TGPs in order to 
attract, recruit 
and retain highly 
skilled, talented 
employees who are 
competent enough 
to drive business 
performance and 
create shareholder 
value.

Short-term 
incentive

A fit-for-purpose STI scheme will be implemented to reward members 
of  executive management with a cash bonus based on the achievement 
of  agreed profit targets.

Following the achievement of  the proposed company profitability 
targets, REMNOM will consider an appropriate ‘business as usual’ STI 
to be implemented.

The aim of  the STI scheme is to encourage the link between 
individual and company performance targets and objectives.

The aim of  the 
STI scheme is to 
encourage the 
achievement of  set 
company targets 
and alignment to 
shareholder 
interests.
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SHORT-TERM INCENTIVE
In order to motivate the executives to successfully implement and execute the new investment strategy, SEI1 intends 
to introduce a STI for key employees who are vital in driving the implementation of  the company strategy.

Remuneration element Key features

Description of the STI A fit-for-purpose STI in the form of  a cash-settled bonus will be introduced from the 
2020 financial year.

Funding of the scheme The bonus pool will be determined each year from a sharing percentage of  
determined profitability targets from which the company will make STI payments to 
participants in the scheme.

Eligibility Employees who have not met 100% of  performance targets set and agreed to will not 
qualify for a bonus percentage allocation. A personal target achievement score of  
100% and more will result in the payment of  a performance bonus.

Quantum The payments shall be calculated off  a percentage of  the TGP and capped at a 
maximum percentage determined for each job grade or level.

Time frame The period of  participation will start on 1 July and end on 30 June of  each financial year.

NON-EXECUTIVE DIRECTORS’ FEES
The non-executive directors’ fees comprise an annual base fee in recognition of  their responsibility on the board and 
as members of  the various committees. The fees applicable for 2019/2020 were recommended by the REMNOM 
committee and the board and approved by shareholders at the last AGM held.

NON-BINDING ADVISORY VOTE ON REMUNERATION POLICY
The remuneration policy is subject to an advisory vote by shareholders at the AGM for the 2020 financial year.

Shareholders will be requested to cast an advisory vote on the remuneration implementation report as contained 
in part three of  this report.

REMUNERATION AND NOMINATIONS COMMITTEE REPORT continued
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PART THREE
IMPLEMENTATION REPORT
One executive director (managing director) and one independent non-executive director were appointed during 
the reporting year.

TERMINATION OF EXECUTIVE EMPLOYMENT
There were no payments in terms of  termination of  executive employment during the financial year.

REMUNERATION OF EXECUTIVE MANAGEMENT
The remuneration for each member of  executive management received, as well as the elements that make up this 
total for the reporting period, is provided in the table below:

Figures in Rand

Salary
Other

benefits
Pension
benefits Incentive

Total single
figure of

remuneration

2019/2020

Name

Mr Moses Maja* 209 745 – – – 209 745

Mr Tiro Motlogeloa** 813 595 – – – 813 595

* Mr Maja was appointed as managing director of  Seboka Distributors Proprietary Limited on 1 February 2020.

** Mr Motlogeloa was seconded from the board to the role of  acting managing director on 1 June 2019.

NON–EXECUTIVE DIRECTORS’ FEES
The fixed fees payable to the non-executive directors’ was based on the amounts approved at the AGM.  
Non-executive directors do not receive short- or long-term incentives from the company.

The fees paid to non-executive directors’ are disclosed in the table below:

Figures in Rand

Services to the company

2020 2019

Name

Ms Terresa N Sindane 214 746 209 000

Dr Sihle S Sibiya 214 746 139 333

Mr Tiro Motlogeloa 74 771* 191 583

Mr Mphikeleli S Tsie 214 746 209 000

Ms Mokgadi O Mogokare 143 512 **

* Appointed as acting managing director, 1 June 2019 to 31 March 2020.

** Appointed in November 2019.

The fees were based primarily on:

• The management responsibility the board members played as the result of  the resignation of  the managing 
director.

• The review of  the business strategy after the July 2017 AGM.

• The increase in the number of  board members to execute the required strategy.
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INVESTMENT COMMITTEE REPORT

The investment landscape for this period has seen 
its fair share of  challenges due to the COVID-19 
pandemic that slowed down global economic activity 
and brought most key economies to a standstill when 
lockdowns were instituted. The impact of  the COVID-19 
pandemic will have long-reaching effects especially to 
the investment climate and investment returns that can 
be generated.

KEY HIGHLIGHTS
The investment committee has continued forging 
ahead to implement the revised investment strategy 
that saw a rebalancing of  the investment portfolio in 
the 2019 financial reporting period. During the course 
of  the financial period, the investment committee 
has focused on the implementation of  the revised 
investment strategy to focus on diversification through 
unlisted investments. To this end, the following has 
been achieved:

• Establishment of  a framework to govern the unlisted 
investment portfolio;

• Establishment of  100% owned subsidiary 
companies in key sectors in which the unlisted 
investment strategy will be pursued, namely:

–   SEI1 Agri: to pursue investments in the agriculture 
and agri-processing sector;

–   SEI1 Manufacturing: to pursue investment 
opportunities in the manufacturing sector;

–   SEI1 Financial Services: to pursue investment 
opportunities in the financial services sector;

–   SEI1 Services: to pursue investment opportunities 
in the services sector; and

–   Seboka Distributors: investment in a product 
distribution business to provide an alternative 
revenue stream to SEI1 over and above dividend 
and interest income from the listed portfolio; and

• Establishment of  an investment team to source and 
execute on investment opportunities in order to 
meet the objectives of  capital preservation, asset 
growth and liquidity in the SEI1 business.

As at year-end, the investment committee, in 
conjunction with management, had approved at least 
two investment opportunities in the manufacturing and 
financial services space. 

In addition, SEI1 had also looked into alternative 
revenue-generating activities that included purchase 
order financing for high-growth SMMEs.

During October 2019, SEI1’s long-standing  
relationship with Pan-African Asset Management 
(“PAAM”) came to an end with the closure of  the  
PAAM business. SEI1 was able to retrieve assets under 
management from PAAM which were transferred 
into Umthombo Wealth Asset Managers as part 
of  an interim arrangement until a more permanent 
appointment of  asset managers could be made. At 
year-end, the investment committee is exploring a 
permanent solution for asset managers to manage the 
SEI1 listed investment portfolio. This process is set to 
be concluded in the 2021 financial period.

PORTFOLIO PERFORMANCE
The portfolio continues to be defensively positioned 
by holding higher income-generative assets. This  
structural positioning helps provide a buffer against 
capital risk in line with the monetary principal  
preservative prescriptions of  the mandate. The 
following pie chart shows the evolution of  the portfolio 
exposures since 2 December 2019 to the end of  the 
quarter ended June 2020.

The investment committee is proud to present  
its annual report to all stakeholders of SEI1  
for the period ended 30 June 2020. 
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Portfolio exposure evolution (%)

Instrument type exposure Instrument type exposure
30 June 2019 30 June 2020

38%  Equities

  2% SAPY

  4% ALBI

50% Fixed instruments 

  6% Cash and money market 

40%  Equities

  1% SAPY

  2% ALBI

41% Fixed instruments 

16% Cash and money market 

The arrival of  the COVID-19 pandemic led to volatile markets particularly in the first quarter of  2020, this 
consequently resulted in the portfolio experiencing a short-term misalignment in its long-term strategic asset 
allocation. The asset allocation by the end of  Q2 (31 March 2020-30 June 2020) had realigned closer to the pre-Q1  
(31 December 2019-31 March 2020) levels as markets rebounded. The fixed income assets had an exposure of  
59% (vs. 53,2% Q1 2020) by the end of  the Q2, a dominant feature within the portfolio, while about 40% is in general 
equities and property. All asset classes within the portfolio rebounded from sharp falls experienced at the onset of  
the COVID-19 pandemic. June was the best month in the quarter, with the equity component outperforming other 
asset classes at a one-month return of  3,8%. This demonstrates just how quickly the equity exposure reprices, thus 
our view that the major risk component will always be seen to lie in these holdings. 

A breakdown of  the underlying holdings within the fixed income portion of  the portfolios is as per the table below: 

Top10 fixed income holdings

Code Issuer
Weight 

%

AGT01 Absa Bank 19,71

ZPLP Zambezi Platinum Rf  Limited 3,73

SBK23 Standard Bank 3,42

FRB18 FirstRand Bank 2,18

NAM01 Republic of  Namibia 1,94

BGL19 Absa Bank 1,84

BGL06 Absa Bank 1,74

LBK24 Land and Agricultural Development Bank of  South Africa 1,64

LGL09 Liberty Group 1,33

ABKI03 African Bank 1,17
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INVESTMENT COMMITTEE REPORT continued

Risks to the portfolio continued to be mitigated throughout the year as duration risk was reduced. A three-stage 
approach was maintained, which consists of:

• Switching away on a value-enhancing basis to inflation linked securities as they added value on a real basis;

• Increasing holdings on a yield pickup basis; and

• Lowering exposure to high-duration fixed rate exposure securities.

As per the mandate, the portfolio continues to be structured in a manner that fully mitigates against negative market 
downturns. The portfolio maintains its design in that should the need for liquidity arise, a sale in an environment 
of  unfavourable prices is least likely to get triggered. Liquidity over the year improved from both a dividends and 
interest and coupons point of  view. Interest income for the period July 2019 to June 2020 was R5,853 million, while 
dividends earned was R1,500 million in the same period (see table 2).

Income receipt – July 2019 to June 2020

Figures in Rand Amount

Income received

Fixed income 5 189 060,04

Cash and money market 664 040,49

Dividends 1 499 540,67

Total income 7 352 641,20

A breakdown of  the underlying holdings within the equity asset class portion of  the portfolios is as per the  
table below:

Top10 equity holdings

Code Issuer Sector
Weight 

%

AGL Anglo American Plc Resources 6,54 

BHP BHP Group Plc Resources 4,73 

NPN Naspers Limited Industrials 3,71 

ANG Anglogold Ashanti Limited Resources 3,40 

GLN Glencore Xstrata Plc Resources 2,37 

PRX Prosus Industrials 1,89 

GFI Gold Fields Limited Resources 1,34 

OMU Old Mutual Limited Financial 1,32 

SHP Shoprite Holdings Limited Industrials 1,22 

BID Bid Corporation Limited Industrials 1,21 

For the absolute return objective, an averaged hedge of  around 75% to 90% is maintained within the equity 
component. The benefit of  hedging the equity position is that the option structure compensates the fund during 
periods of  downward market stress. For instance, the hedge position compensated the portfolio with R1,868 million 
for the period.
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SEI equities versus benchmark weights June 2020 (%)

     SEI equities

    J433

0

10

20

30

40

50

60

ResourcesIndustrialsFinancials

16,7 

28,1 
32,4

45,6
50,9

26,3

Portfolio returns

Percentage
% CPI+6%

Period

One month 1,78 1,14

Quarter 1,97 3,02

Six months (0,78) 4,90

One year 2,41 10,63

Summary portfolio balances and movements – July 2019 to June 2020

The fund had a net drop in market value of  circa R27,7 million after net market moves and cash outflows, since 
July 2019 to June 2020.

Given that the fund had withdrawals of  over R29,2 million, the gross effect on the portfolio for the period is that 
the fund grew by circa R1,5 million for the period.

Summary portfolio market value and withdrawals – July 2019 to June 2020 (R)

Market value allocation 30 June 2019 Market value allocation 30 June 2020
Total R128 million Total R100 million

    R51,99m         Local equity

    R7,59m        Local cash

    R40,52m        Local bonds

    R27,91m        High income 

    R45m     Local equity

    R39m    Local cash

    R16m     Local bonds
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CONCLUSION
Despite the ongoing economic challenges in South 
Africa and the world over, the investment committee, 
together with management and the asset management 
team, continue working together to identify investment 
opportunities in all spheres that will result in the  
long-term sustainable growth of  SEI1’s investment 
portfolio.

Tiro Motlogeloa
Investment committee chairperson

Figures in Rand
Portfolio 

market value Withdrawals

Period

July 2019 124 628 499 (1 246 781)

August 2019 123 961 713 (2 000 000)

September 2019 108 788 601 (13 500 000)

October 2019 110 257 078 –

November 2019 108 794 051 (4 500 000)

December 2019 109 693 962 –

January 2020 109 439 686 –

February 2020 107 958 482 –

March 2020 103 616 892 (3 000 000)

April 2020 103 715 652 (5 000 000)

May 2020 98 626 661 –

June 2020 100 296 467 –

Total (29 246 781)

The last 12 months saw the portfolio generating a 2,4% 
(gross of  fees) return versus an industry benchmark of  
(2,52%). Since the strategy change on 31 August 2018  
from an equity only benchmark that would have  
generated a return of  (12,15%) according to the FTSE/
JSE Capped All Share Index, the portfolio has been 
able to generate a return of  5,44%.

The structure of  the fund is such that it is now holding 
over 55% in high income-generating assets and is 
diversified across less volatile assets for peace of  
mind. The aggregate yield of  these high-quality assets 
is circa 12%. The biggest risk, from a performance 
perspective, remains in the equity holdings, however, 
implementation of  the hedge mitigates against this risk.

INVESTMENT COMMITTEE REPORT continued
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RISK MANAGEMENT FRAMEWORK

The board assessed the organisation and functioning of  the internal risk management and control systems and the 
outcome of  this assessment was discussed with the audit and risk committee.

GROUP RISK MANAGEMENT REPORT

RISK APPETITE
The board is responsible for setting risk appetite and 
tolerance. SEI1 Group’s growth strategy includes 
investing in a diversified investment portfolios 
consisting of  listed investments and also identifying 
suitable unlisted investments within industry sectors 
of  choice. Various instruments used include equity, 
debt or a combination thereof. The acquisition criteria 
and targets are clearly defined and outlined via 
an investment strategy and investment monitoring 
framework. Within the defined strategy, SEI1 Group is 
prepared to take a risk in a responsible and sustainable 
way that is in line with the interests of  all stakeholders.

In assessing risk appetite, SEI1 considers its key values 
which include accountability, integrity, commitment and 
creative thinking. Embedding this into the organisational 
culture on a day-to-day basis ensures that the SEI1 
Group is able to deliver expected returns and meet the 
expectations of  our stakeholders.

Underpinned by its key value of  accountability SEI1 
Group strives to comply with the applicable laws and 
regulations. This further sets the parameters of  the 
group’s risk appetite. SEI1 Group considers it crucial 
that it correctly applies the relevant tax laws and 
industry-specific standards while also fully complying 
with these laws as to their objectives and purpose. 
SEI1 Group involves specialist teams (both internal and 
external) for complex topics and advice to minimise 
the risk of  non-compliance.

SEI1 Group adopts a conservative financial policy 
ensuring proper equity and debt management 
and maintenance of  a strong financial profile. The 
company’s appetite for any finance-related risk is 
low and SEI1 Group is willing to mitigate the risk 
factors involved. The board will, however, review the 
company’s appetite for finance-related risks in line with 
opportunities that the company may come across.

The audit and risk 
committee is responsible 
for overseeing that an 

appropriate risk management 
policy in line with industry 

standards is in place

The board is ultimately 
responsible for risk 

management

Executive management is 
responsible for day-to-day 

risk management

MonitorManageAssessIdentify

SEI1 Group regards risk management as integral to 
the company’s growth strategy and sustainability. Risk 
management further ensures our strategic objectives are 
met by balancing the risks and value creation. The risk 

management policy is in accordance with industry practice.
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SEI1 GROUP RISK HEAT MAP
The key risks identified during the financial period under review are highlighted below in the risk heat map. The risks 
are mapped according to the impact of  the risk and the probability of  occurrence of  the identified risk. Any risk 
deemed medium impact and medium probability of  occurrence is considered within tolerance levels.

SEI1 GROUP RISK DASHBOARD
The table below highlights the SEI1 Group risk dashboard and reflects the effectiveness of  controls in place to 
manage this risk and also shows if  identified risks are within risk tolerance levels.

Rank Risk name Risk description
Risk 
probability Control

Risk 
tolerance

1 Sustainability 

of  Seboka 

Distributors i.e. 

going concern

Inability of  SD to generate enough revenue 

to meet its operational and capital costs 

both in the short and long term. Business 

performance was largely impacted by 

the fact that this is a new venture whose 

operations commenced a month before the 

lockdown and the business sales model was 

impacted by COVID-19 restrictions

High to high Satisfactory Out of  

tolerance

2 Sustainability of  

SEI1 i.e. going 

concern

Inability of  SEI1 to generate enough revenue 

to meet its operational and capital costs both 

in the short and long term

Medium to  

medium

Satisfactory Within 

tolerance

3 Market value of  

the investment 

portfolio

Risk of  declining market value of  the 

investment portfolio due to large withdrawals 

and allocation of  funds to asset classes not 

generating adequate returns

Medium to  

medium

Satisfactory Within 

tolerance

1 Sustainability of  Seboka Distribution i.e. going concern

2 Sustainability of  SEI1 i.e. going concern

3 Market value of  the investment portfolio

4 Shareholder verification and training

5 Shareholder engagement and activism

6 CIPC litigation

7 Group financial reporting: inter-company transactions

8 Compliance with laws and regulations

9 Company reputation management

10 Directors’ liability cover

11 Board effectiveness

12 Employee engagement and retention

13 Service providers: delivery and costing

14 Damage to property and security-related threats

1
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Rank Risk name Risk description
Risk 
probability Control

Risk 
tolerance

4 Shareholder 

verification 

and trading

The risk that the shareholders’ records in the 

share register are not complete and have 

not been fully verified with respect to FICA 

requirements which means that dividends 

cannot be paid out and share trades on the 

OTC platform are limited

Medium to  

medium

Satisfactory Within 

tolerance

5 Shareholder 

engagement 

and activism

There is a risk that the shareholders 

may revolt and not support the plans of  the 

company

Medium to low Satisfactory Within 

tolerance

6 CIPC litigation Risk that the CIPC pursues the current cases 

of  director delinquency and liquidation of  the 

business

Medium to low Satisfactory Within 

tolerance

7 Group financial 

reporting: 

inter-company 

transactions

There is a risk that the SEI1 Group financial 

reports are not accurate due to multiple late 

inter-company transactions at month-end

Medium to low Satisfactory Within 

tolerance

8 Compliance 

with laws and 

regulations

There is a risk that the SEI1 group of  

companies may be unable to comply with the 

prescripts of  required laws and regulations 

such as the Companies Act and International 

Financial Reporting Standards

Medium to low Satisfactory Within 

tolerance

9 Company 

reputation 

management

Inability to effectively manage our reputation Medium to low Satisfactory Within 

tolerance

10 Directors’ 

liability cover

The risk that there is no professional 

indemnity cover and directors’ liability 

cover in place putting the business at great 

financial risk but also individual directors and 

key officers at personal financial risk

Medium to low Satisfactory Within 

tolerance

11 Board 

effectiveness

There is a risk that the board of  directors and 

its committees may not be able to meet the 

interests of  the company and, as a result, 

fall short in fulfilling their fiduciary duties 

which may result in a fractured governance 

environment

Low to low Satisfactory Within 

tolerance

12 Employee 

engagement 

and retention

Inability to attract or retain skilled employees 

and to keep employees engaged

Low to low Satisfactory Within 

tolerance

13 Service 

providers: 

delivery and 

costing

Risk that service providers appear to have 

too much bargaining power over how they 

offer and execute their services to the 

company

Low to low Satisfactory Within 

tolerance

14 Damage to 

property and 

security-related 

threats

Risk that equipment and furniture in the office 

is damaged or stolen if  there is a security 

breach

Low to low Satisfactory Within 

tolerance
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SEI1 GROUP RISK RESPONSE
The table below highlights key risks identified and the steps and measures in place to mitigate these risks. All but 
one of  the risks identified are considered to be within tolerable levels.

Rank Risk name Risk response strategy Supporting internal controls

1 Sustainability 

of  Seboka 

Distributors i.e. 

going concern

• Revised operational strategy to ensure 

uptake of  the sales and distribution opportunity so 

that revenue can be generated

• Roadshows (subject to observation of  COVID-19 

restrictions) to raise awareness of  distribution 

opportunities in the operating model

• Increased digital marketing campaigns via social 

media to sign up new distributors to grow the 

network

• Refined product catalogue to ensure that products 

are diverse and will ensure a diverse partner base  

to ensure sustainable sales

• Monthly forecasting and 

monitoring of  actual performance 

versus budget

• Regular stakeholder engagement

2 Sustainability of  

SEI1 i.e. going 

concern

• Revised investment strategy to invest in 

unlisted equities to ensure that higher returns on 

investments can be obtained to improve liquidity

• Revised operational model in place to ensure a  

cost-efficient business operation

• Focus funding and liquidity management through 

diversification of  assets

• Monthly forecasting and 

monitoring of  actual performance

• Proactive performance monitoring 

through regular forecasting

3 Market value of  

the investment 

portfolio

• Rebalancing of  the investment portfolio 

in conjunction with the asset managers to ensure 

tax efficient rebalancing of  funds to asset classes 

generating a high return

• Conservative hedging policy on the listed investment 

portfolio

• Managing the cash flow in conjunction with the asset 

manager to ensure that withdrawals do not cause 

shocks in the investment cycle per asset class

• Appropriate sector and geographical diversification 

of  assets

• Monthly management meetings 

with the asset manager to monitor 

the movements in the investment 

portfolio and to ensure that any 

reallocation in the asset classes 

is tax efficient

• Proactive performance monitoring 

through regular forecasting

4 Shareholder 

verification and 

trading

• Partnership with Singular Systems to positively 

identify and verify shareholder information. Singular 

Systems has partnered up with credit bureaus to 

obtain positive data on shareholders in order to 

complete the FICA verification process that allows 

for trades

• Medium-term plan to manage this risk is to proceed 

with share buy-back in April 2021 per proposal

• Monthly feedback from Singular 

Systems to assess progress of  

shareholder verification

• Monthly meeting allows for 

teams to reassess if  the current 

verification process is working 

and if  this can be revised to get 

the best result and ensure that the 

information is up to date

GROUP RISK MANAGEMENT REPORT continued
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Rank Risk name Risk response strategy Supporting internal controls

5 Shareholder 

engagement 

and activism

• Partnership with Singular Systems to 

monitor enquiries from shareholders and also to 

channel communication to SEI1 shareholders

• Revised stakeholder communication plan in place

• Review of  monthly reports 

provided by Singular Systems 

on ongoing verification and 

interactions with shareholders 

to ensure that all matters are 

attended to

• Quarterly newsletters to maintain 

communication plan in place 

with shareholders with respect to 

current business operations of  

business (December 2020) on 

various platforms in conjunction 

with Singular Systems team

6 CIPC litigation • Ensure enhanced good governance practices

• Ensure clearly defined delegation of  authority for 

operational matters and strategic matters to reduce 

the risk of  continued litigation

• Monitoring of  operational 

internal controls to ensure that all 

processes take into account CIPC 

requirements

7 Group financial 

reporting: 

inter-company 

transactions

• Continued training of  group and company staff  on 

financial controls and processes

• Regular forecasting and monitoring of  sales and cash 

flow requirements

• Monitoring of  monthly and 

quarterly forecasts and 

conducting of  management 

meetings to discuss deviations 

and variances in actual versus 

forecast/budgeted performance 

and impact on inter-company 

transactions

8 Compliance 

with laws and 

regulations

• Development of  a robust regulatory and compliance 

risk management framework

• Strengthen governance mechanisms to 

provide oversight and monitoring

• Monitoring of  regulatory and 

compliance tracker on a monthly 

basis through management 

meetings to ensure that all 

compliance and regulatory 

requirements are adhered to

• Engaging external specialist tax 

advisors and legal advisors to 

manage risks

9 Company 

reputation 

management

• Stakeholder engagement process with adequate  

crisis management and response plan

• Development of  adequate PR and IR communication 

strategy

• Accuracy of  monthly financial 

reporting

• Transparency of  information going 

to shareholders through Singular 

Systems platform and social 

media platforms on a monthly 

basis

10 Liability cover • Ensure enhanced good governance practices

• Ensure clearly defined delegation of  authority 

for operational matters and strategic matters

• Monitoring of  operational 

internal controls to ensure that 

all processes on investments, 

finance, compliance and 

operations are in line with 

approved company policy  

to ensure minimal risk of   

non-adherence
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GROUP RISK MANAGEMENT REPORT continued

Rank Risk name Risk response strategy Supporting internal controls

11 Board 

effectiveness

• Annual review of  board composition

• Appointment of  an independent chairperson

• Board induction for new directors

• Regular IoDSA training for board 

members

• Annual board rotation

• Code of  conduct implementation

12 Employee 

engagement 

and retention

• Explore flexible working arrangements 

or changing workforce dynamics and needs

• Explore revising/expanding organisational structure 

(review hierarchy)

• Responsible/proactive management of  a long-term 

incentive programme (“LTIP”)

• Succession planning strategy 

implementation (includes talent 

retention)

• Ongoing communication to 

ensure engaged workforce

• Salary benchmarks to ensure 

employees are appropriately 

remunerated

• Performance management 

process

• Manager development 

programmes

13 Service 

providers: 

delivery and 

costing

• Adoption of  procurement policy

• Adoption of  procedure manuals

• Negotiation of  terms/fees before contracting

• Review of  monthly reports 

provided by service providers to 

ensure that all matters included in 

the scope of  work are covered

• Regular feedback sessions 

between management and 

service providers on output

• Ongoing discussions with service 

providers on costing and rates

14 Damage to 

property and 

security-related  

threats

• Ensure safety protocol is developed for the office  

in conjunction with lessor

• Insurance policies to cover against theft

• Supervision of  visitors in the office

• Maintenance of  fixed asset 

register quarterly to ensure that 

assets are on hand

• Ensuring that insurance policy 

is updated regularly to ensure 

the inclusion and cover of  new 

acquisitions and also to ensure 

that any disposals are removed 

from the asset register and 

insurance policy
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CONSOLIDATED 
AND SEPARATE 
ANNUAL FINANCIAL 
STATEMENTS
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not be a going concern in the foreseeable future. The 
consolidated annual financial statements support the 
viability of  the group.

The annual financial statements have been audited 
by the independent auditing firm, MKIVA Registered 
Auditors and Business Advisors, who have been 
given unrestricted access to all financial records and 
related data, including minutes of  all meetings of  the 
shareholders, the directors and committees of  the 
board. The directors believe that all representations 
made to the independent auditor during the audit were 
valid and appropriate. The external auditor's unqualified 
audit report is presented on pages 44 to 47.

The directors are of  the opinion, based on the 
information and explanation given by management, 
that the system of  internal control provides reasonable 
assurance that the financial records may be relied on 
for the preparation of  the annual financial statements. 
Any system of  internal control, however, can provide 
only reasonable and not absolute assurance against 
material misstatement or loss.

The directors have reviewed the company's cash flow 
forecast for the year 30 June 2021 and in view of  the 
current financial position, they are satisfied that the 
company has or had access to adequate resources to 
continue in operational existence for the foreseeable 
future.

The external auditor is are responsible for  
independently auditing and reporting on the group's 
consolidated annual financial statements. The 
consolidated annual financial statements have been 
examined by the group's external auditor and their audit 
report is presented on pages 44 to 47.

The consolidated annual financial statements set out on 
pages 48 to 51, and the supplementary information set 
out on pages 59 to 79 which have been prepared on the 
going concern basis, were approved by the directors 
and were signed on 18 December 2020 on their  
behalf  by:

Dr Sihle Sibiya Terresa Sindane
Non-executive director  Non-executive director 

and board chairperson

DIRECTORS’ RESPONSIBILITIES  
AND APPROVAL

The directors are required by the Companies Act , 71 
of  2008, (the “Companies Act”) to maintain adequate 
accounting records and are responsible for the content 
and integrity of  the annual financial statements and 
related financial information included in this report. It 
is their responsibility to ensure that the consolidated 
annual financial statements satisfy the financial reporting 
standards with regards to form and content and present 
fairly the consolidated statement of  financial position, 
results of  operations and business of  the group, and 
explain the transactions and financial position of  the 
business of  the group at the end of  the financial year. 
The consolidated annual financial statements are based 
on appropriate accounting policies consistently applied 
throughout the group and supported by reasonable and 
prudent judgements and estimates.

The directors acknowledge that they are ultimately 
responsible for the system of  internal financial control 
established by the company and place considerable 
importance on maintaining a strong control environment. 
To enable the directors to meet these responsibilities, 
the directors set standards for internal control aimed 
at reducing the risk of  error or loss in a cost-effective 
manner. The standards include the proper delegation 
of  responsibilities within a clearly defined framework, 
effective accounting procedures and adequate 
segregation of  duties to ensure an acceptable level 
of  risk. These controls are monitored throughout the 
group and all employees are required to maintain the 
highest ethical standards in ensuring that the group’s 
business is conducted in a manner that in all reasonable 
circumstances is above reproach.

The focus of  risk management in the group is on 
identifying, assessing, managing and monitoring all 
known forms of  risk across the group. While operating 
risk cannot be fully eliminated, the group endeavours to 
minimise it by ensuring that appropriate infrastructure, 
controls, systems and ethical behaviour are applied 
and managed within predetermined procedures 
and constraints.

The directors are of  the opinion, based on the 
information and explanations given by management, 
that the system of  internal control provides reasonable 
assurance that the financial records may be relied on 
for the preparation of  the consolidated annual financial 
statements. The going concern basis has been 
adopted in preparing the annual financial statements. 
Based on forecasts and available cash resources, the 
directors have no reason to believe that the group will 
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COMPANY SECRETARY’S CERTIFICATION

In terms of  section 88(2)(e) of  the Companies Act, as amended, I certify that the company has lodged with the 
Commissioner all such returns as are required of  a public company in terms of  the Companies Act and that all such 
returns are true, correct and up to date.

IKB Company Secretaries Proprietary Limited
Company secretary

Centurion
18 December 2020
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The directors have pleasure in submitting their report 
on the annual financial statements of  SEI1 for the 
period ended 30 June 2020.

REVIEW OF ACTIVITIES
The annual financial statements have been prepared 
in accordance with International Financial Reporting 
Standards (“IFRS”) and the requirements of  the 
Companies Act. The accounting policies have been 
applied consistently compared to the prior year.

Full details of  the financial position, results of  
operations and cash flows of  the company are set out 
in these annual financial statements.

GOING CONCERN
The consolidated annual financial statements have 
been prepared on the basis of  accounting policies 
applicable to a going concern. This basis presumes 
that funds will be available to finance future operations 
and that the realisation of  assets and settlement of  
liabilities, contingent obligations and commitments will 
occur in the ordinary course of  business.

The directors believe that the company and group has 
adequate financial resources to continue in operation 
for the foreseeable future and, accordingly, the 
consolidated annual financial statements have been 
prepared on a going concern basis.

The directors have given due consideration to the 
potential impact of  the COVID-19 pandemic on 
the group’s ability to continue as a going concern. 
The directors believe that the pandemic will have 
a temporary impact on the business’ activities. 
Notwithstanding these short-term challenges, the 
directors are of  the view that the group has sufficient 
resources to continue as a going concern.

The directors are not aware of  any new material 
changes that may adversely impact the company. 
The directors are also not aware of  any material non-
compliance with statutory or regulatory requirements 
or of  any pending changes to legislation which may 
affect the company and group.

The group incurred a net loss for the year ended 
30 June 2020 of  R7 398 918 (2019 profit: R23 246 977). 
The group continues to incur losses.

The directors are satisfied that processes have been 
put into place to minimise future losses and to make 
the group profitable.

EVENTS AFTER THE REPORTING DATE
All events subsequent to the date of  the consolidated 
annual financial statements, and for which the 
applicable financial reporting framework requires 
adjustment or disclosure, have been adjusted or 
disclosed.

The directors are not aware of  any matter or 
circumstance arising since the end of  the financial 
year to the date of  this report that could have a material 
effect on the financial position of  the company.

Nature of event
On 5 August 2020, the CIPC issued an application 
against SEI1 out of  the Pretoria High Court in terms of  
section 81(1)(f).

The application is brought in terms of  this section for 
the court to issue a winding up order to cause SEI1 
to be placed into liquidation notwithstanding that the 
entity is solvent.

SEI1 has engaged MSMM Incorporated to assist 
in opposing the matter. SEI1 remains transparent 
and endeavours to be fully compliant to all statutory 
and regulatory parameters and that the effect and 
engagement with regulatory bodies speaks for itself.

For the reasons mentioned above, SEI1 has opposed 
this application on the grounds that there is enough 
information to achieve successful opposition.

COVID-19 existed globally at the reporting date. 
COVID-19 in itself  is not an event, however, the 
national state of  disaster and lockdown are events, 
which occurred after the reporting date as a result of  
COVID-19. It was concluded that the declaration of  
COVID-19 as a pandemic is such a non-adjusting event. 
The impact of  COVID-19 on accounting standards 
that require the use of  forward-looking information 
(expected credit losses and goodwill impairment) 
was assessed based on information available as at 
30 June 2020.

As the pandemic increases in both magnitude and 
duration, entities are experiencing conditions often 

DIRECTORS’ REPORT
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AUTHORISED AND ISSUED SHARE 
CAPITAL
No changes were approved or made to the authorised 
or issued share capital of  the company during the year 
under review.

BORROWING LIMITATIONS
Borrowing capacity is determined by the directors in 
terms of  the memorandum of  incorporation, from time 
to time.

DIVIDEND
A dividend of  R6 940 127 was declared on 1 September 
2019 to the shareholders of  R0,05 per share.

As at 30 June 2020, R2 715 801,20 had been paid out 
while R4 224 325,50 remained unclaimed.

The local dividends tax rate is 20%. The company 
has no dividends withholding tax credit available. 
The company withholds dividend tax and pays out 
dividends net of  tax.

associated with a general economic downturn, 
including, but not limited to, financial market volatility 
and erosion, deteriorating credit, liquidity concerns, 
further increases in government intervention, 
increasing unemployment, broad declines in consumer 
discretionary spending, increasing inventory levels, 
reductions in production because of  decreased 
demand, layoffs and furloughs, and other restructuring 
activities. The continuation of  these circumstances 
could result in an even broader economic downturn 
that could have a prolonged negative impact on an 
entity's financial results.

Government intervention appears to be slowing the 
spread of  COVID-19 at different speeds in different 
countries. The severity will be influenced by the 
lockdown period and the easing thereof. It is anticipated 
that the COVID-19 pandemic may have a substantial 
impact on revenue, countered by material reduction 
in expenses, and therefore the residual impact on 
profitability for the year ending 30 June 2021 is not 
expected to be significant. It is, however, not possible 
to make an accurate estimate of  its full financial effect 
for the year ahead as the virus’ infection rate and 
impact on macroeconomic conditions is uncertain.

DIRECTORS
The directors of  the company, during the year and up to the date of  this report, are as follows:

Directors Office Designation

Mr M Maja Director Executive

Dr SS Sibiya Director Non-executive

Mr MS Tsie Director Independent non-executive

Mr T Motlogeloa Director Non-executive

Ms TN Sindane Director Independent non-executive

Ms MO Mogokare Director Independent non-executive

COMPANY SECRETARY
The group's designated company secretary is IKB Company Secretaries Proprietary Limited.
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BUSINESS ADDRESS
401 Lougardia Building, 1262 Embankment Road, 
Centurion, Gauteng 0157

DATE OF AUTHORISATION FOR THE ISSUE 
OF THE ANNUAL FINANCIAL STATEMENTS
The annual financial statements were authorised for 
issue by the directors on 18 December 2020. No 
authority was given to anyone to amend the annual 
financial statements after the date of  issue.

INDEPENDENT AUDITOR
MKIVA Registered Auditors and Business Advisors were 
the independent auditors for the year under review.

PREPARATION OF THE CONSOLIDATED 
ANNUAL FINANCIAL STATEMENTS
The directors have resolved to utilise IFRS 10 to present 
the consolidated annual financial statements.

The consolidated annual financial statements set out 
on pages 48 to 51, and the supplementary information 
set out on paged 59 to 79, which have been prepared 
on the going concern basis, were approved by the 
directors and were signed on 18 December 2020 on 
their behalf  by:

Terresa Sindane Dr Sihle Sibiya
Non-executive director  Non-executive director

DIRECTORS’ REPORT continued
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AUDIT AND RISK COMMITTEE REPORT

AUDIT AND RISK COMMITTEE TERMS OF 
REFERENCE
The audit and risk committee has adopted formal 
terms that have been approved by the directors. The 
committee has conducted its affairs in compliance 
with its terms of  reference and has discharges its 
responsibilities contained therein. The terms of  
reference are available on request.

MEMBERS OF THE AUDIT AND RISK 
COMMITTEE
The committee is constituted as a statutory committee 
in respect of  its statutory duties in terms of  section 
94(7) of  the Companies Act, and a sub-committee of  
the board of  directors (“board”) in respect of  all other 
duties assigned to it by the board. The committee 
assists the board in carrying out its functions relating 
to the safeguarding of  assets, the operation of  
adequate risk management and control processes, 
the preparation of  financial statements in compliance 
with all applicable legislation and regulations, and 
oversight of  the audit appointments and function.

During the period under review, the committee 
consisted of  four non-executive directors who are 
all suitably skilled and experienced. The table below 
shows members of  the committee and committee 
meetings held during the period under review.

During the period under review, the committee 
consisted of  four non-executive directors of  which two 
out of  four were independent non-executive directors.

Directors
17 July 

2019
27 January 

2020

Mr Solomon Tsie – chairperson √ √

Mr Tiro Motlogeloa – member √ √

Dr Sihle Sibiya – member √ √

*Ms Mokgadi O Mogokare N/A √

*  Ms MO Mogokare was appointed as a director on  
1 November 2019. Ms Mogokare was also appointed as a 
member of  the audit and risk committee and therefore the 
committee consists of  four non-executive members.

ROLES AND RESPONSIBILITIES
Statutory duties
The audit and risk committee’s role and responsibilities 
include statutory duties per the Companies Act, and 
further responsibilities assigned to it by the board. The 
audit and risk committee executed its duties in terms 
of  the requirements of  King IV™, and instances where 
King IV™ requirements have not been applied have 
been explained in the corporate governance report, 
included on pages 12 to 14 in this annual report.

EXTERNAL AUDITOR APPOINTMENT AND 
INDEPENDENCE
The audit and risk committee has satisfied itself  that 
the external auditor is independent of  the company, as 
set out in section 94(8) of  the Companies Act, which 
includes considering previous appointments of  the 
auditor, the extent of  the other work undertaken by the 
auditor for the company and compliance with criteria 
relating to independence or conflicts of  interest as 
prescribed by the Independent Regulatory Board for 
Auditors.

Requisite assurance was sought and provided by 
the auditor that internal governance processes within 
the audit firm support and demonstrate its claim of  
independence.

The committee ensured that the appointment of  the 
auditor complied with the Companies Act, and any 
other legislation relating to the appointment of  the 
auditor.

During the period under review, the committee re-
appointed MKIVA Registered Auditors and Business 
Advisors as external auditor of  the company. The 
committee has satisfied itself  through enquiry that 
the external auditor is independent as defined by the 
Companies Act and as per the standards stipulated 
by the auditing profession. The committee agreed to 

This report is provided by the audit and risk committee, 
appointed for the 12 months ended 30 June 2020, for 
Selective Empowerment Investments 1 Limited.



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

42

DUTIES ASSIGNED BY THE BOARD
In addition to the statutory duties of  the audit and risk 
committee, as reported above, and in accordance with 
the provisions of  the Companies Act, the directors 
have determined further functions for the audit and 
risk committee to perform, as set out in the audit and 
risk committee’s terms of  reference. These functions 
include the following:

Annual reporting and combined assurance
The audit and risk committee fulfils an oversight 
role regarding the company’s annual report and the 
reporting process.

The audit and risk committee considered the company 
sustainability information, as disclosed in the annual 
report, and has assessed its consistency with 
operational and other information known to audit and 
risk committee members, for consistency with the 
annual financial statements. The committee is satisfied 
that sustainability information is reliable and consistent 
with the financial results.

The audit and risk committee is satisfied that the 
company has optimised the assurance coverage 
obtained by management, and the internal and 
external assurance providers in accordance with an 
appropriate combined assurance model.

Going concern
The audit and risk committee has reviewed the going 
concern assessment, including key assumptions, 
prepared by management and has made 
recommendations to the board accordingly. The 
directors’ statement on the going concern assumption, 
as supported by the audit and risk committee is on 
page 38 of  this annual report.

the terms of  engagement. The audit fee paid to the 
external auditor has been considered and approved 
taking into consideration factors such as timing of  the 
audit, the extent of  the work required and the scope. 

The audit and risk committee, in consultation with 
executive management, agreed to the terms of  the 
engagement.

The audit fee for the external audit has been considered 
and approved taking into consideration such factors as 
the timing of  the audit, the extent of  the work required 
and the scope.

The audit and risk committee has considered, and 
preapproved all non-audit services provided by the 
external auditor and the fees relative thereto so as to 
ensure that the independence of  the external auditor 
is maintained.

ANNUAL FINANCIAL STATEMENTS AND 
ACCOUNTING PRACTICES
The committee has evaluated the annual financial 
statements of  the company for the period ended  
30 June 2020 and, to the best of  its knowledge 
and belief, considers that the company complies, 
in all material respects, with the requirements of  
the Companies Act and International Accounting 
Standards Board for approval.

An audit and risk committee process has been 
established to receive and deal appropriately with 
any concerns and complaints relating to the reporting 
practices of  the company. No matters of  significance 
have been raised in the financial year.

WHISTLE-BLOWING
The audit and risk committee receives and deals 
with any concerns or complaints, whether from within 
or outside the company, relating to the accounting 
practices of  the company, the contents or auditing of  
the company financial statements, the internal financial 
controls of  the company and related matters.

AUDIT AND RISK COMMITTEE REPORT continued
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Governance of risk
The directors have assigned oversight of  the company 
risk management function to the audit and risk 
committee.

The audit and risk committee fulfils an oversight role 
regarding reporting risks, internal financial controls, 
fraud risk as it relates to financial reporting, and 
information technology risks as it relates to financial 
reporting.

Accounting practices and internal control
The committee has:

• Reviewed the effectiveness of  the company's 
system of  internal financial controls, including 
receiving assurance from management and the 
external auditor;

• Reviewed policies and procedures for detecting 
and preventing fraud; and

• Considered regulatory and accounting standards 
compliance by the company.

To the best of  its knowledge, and based on the 
information and explanations provided by management, 
as well as discussions with the independent external 
auditor on the results of  their audit, the audit and 
risk committee is satisfied that there was no material 
breakdown in internal accounting controls during the 
period under review.

On behalf  of  the audit and risk committee

Solomon Tsie

Audit and risk committee chairperson
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To the shareholders of Selective Empowerment 
Investments 1 Ltd Group 
Report on the audit of the consolidated annual 
financial statements and separate annual financial 
statements.

OPINION
We have audited the consolidated and separate 
annual financial statements of  Selective Empowerment 
Investments 1 Limited Group set out on pages 48 to 
79, which comprise the consolidated and separate 
statements of  financial position as at 30 June 2020, the 
consolidated and separate statements of  profit or loss 
and other comprehensive income, the consolidated 
and separate statements of  changes in equity and the 
consolidated and separate statements of  cash flows 
for the year then ended, and notes to the consolidated 
and separate annual financial statements, including a 
summary of  significant accounting policies.

In our opinion, the consolidated and separate 
annual financial statements present fairly, in all 
material respects, the separate financial position 
of  Selective Empowerment Investments 1 Limited 
Group as at 30 June 2020, and its separate financial 
performance and separate cash flows for the year 
then ended in accordance with International Financial 
Reporting Standards and the requirements of  the  
Companies Act.

BASIS FOR OPINION
We conducted our audit in accordance with 
International Standards on Auditing (“ISAs”). 
Our responsibilities under those standards are further 
described in the auditor’s responsibilities for the audit 
of  the consolidated and separate annual financial 
statements section of  our report. We are independent 
of  the company and group in accordance with the 
Independent Regulatory Board for Auditors’ Code 
of  Professional Conduct for Registered Auditors 
(“IRBA Code”) and other independence requirements 
applicable to performing audits of  financial statements 
in South Africa. We have fulfilled our other ethical 
responsibilities in accordance with the IRBA Code in 
accordance with other ethical requirements applicable 

to performing audits in South Africa. The IRBA Code 
is consistent with the corresponding sections of  the 
International Ethics Standards Board for Accountants’ 
International Code of  Ethics for Professional 
Accountants (including International Independence 
Standards). We believe that the audit evidence we 
have obtained is sufficient and appropriate to provide 
a basis for our qualified opinion on the consolidated 
annual financial statements and our opinion on the 
separate annual financial statements.

MATERIAL UNCERTAINTY RELATED TO 
GOING CONCERN
We draw attention to note 27 which indicates that the 
group incurred a net loss for the year in the amount of  
R7 398 918, together with the cash used in operating 
activities of  R12 255 775. Furthermore, the group 
holds cash and cash equivalents in the amount of  
R11 529 361 at year-end.

These events or conditions, along with other matters 
set out in note 27 indicate the existence of  a material 
uncertainty that may cast significant doubt on the 
group’s ability as a going concern.

This cast a significant doubt on the group's ability 
to continue as a going concern. We were unable to 
determine whether the group will be able to continue 
as going concern as the group might be unable to 
realise their assets and discharge their liabilities in the 
normal course of  business.

KEY AUDIT MATTERS
Key audit matters are those matters that, in our 
professional judgement, were of  most significance 
in our audit of  the annual financial statements of  the 
current period. These matters were addressed in the 
context of  our audit of  the annual financial statements 
as a whole, and in forming our opinion thereon, we 
do not provide a separate opinion on these matters. 
In addition to the matter described in the Material 
Uncertainty Related to Going Concern section, we 
have determined the matters described as follows to 
be the key audit matters to be communicated in our 
report. 

INDEPENDENT AUDITOR’S REPORT
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Matter Audit response

Impact of the outbreak of COVID-19 
on the annual financial statements 
(note 27) 

The South African economy has been 
deeply impacted by the COVID-19 
pandemic and the resulting nation-
wide lockdown which has been in 
effect since 27 March 2020. The 
impact of  the lockdown causes further 
socio-economic uncertainty and will 
negatively impact on the business 
operations of  the group. 

The directors’ consideration of  
the impact on the annual financial 
statements are disclosed in note 27. 
While the situation is still evolving, the 
directors have assessed the impact 
of  COVID-19 on the business and 
have concluded that adopting the 
going concern basis of  preparation is 
appropriate. 

We assessed the directors’ conclusion that the matter be treated as 
a non-adjusting event and that adopting the going concern basis 
for preparation of  the annual financial statements is appropriate. 
We considered:

• The timing of  the development of  the outbreak across the world 
and in South Africa; and 

• How the annual financial statements and business operations of  
Selective Empowerment Investment 1 Limited Group have been 
impacted by the disruption. 

In forming our conclusions over going concern, we evaluated how 
the directors’ going concern assessment considered the impacts 
arising from COVID-19 as follows: 

• We reviewed the directors’ going concern assessment including  
COVID-19 implications based on a ‘most likely’ scenario. 
We made enquiries of  directors to understand the period of  
assessment considered by directors, the completeness of  the 
adjustments taken into account and implication of  those when 
assessing the ‘most likely’ scenario on the company’s future 
financial performance;

• We evaluated the key assumptions in the ‘base case’ forecast 
and the ‘worst case scenario’ forecast and assessed the 
reasonableness of  the assumptions used given the information 
existing at the date of  the audit procedures;

• We examined the minimum cash inflow/committed facility 
headroom under the ‘base case’ monthly cash flow forecasts 
as disclosed in the annual financial statements and evaluated 
whether the directors’ conclusion that liquidity headroom 
remained in all events was reasonable; and

• We evaluated the adequacy and appropriateness of  the directors’ 
disclosure in respect of  COVID-19 implications, in particular 
disclosures within principal risks and uncertainties, post balance 
sheet events and going concern. 

Based on the work performed, we are satisfied that the matter has 
been appropriately reflected in the annual financial statements.
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INDEPENDENT AUDITOR’S REPORT continued

OTHER MATTERS
National Credit Act
Selective Empowerment Investments 1 Limited  
provided financing to Cruden Waterproofing  
Proprietary Limited without having a National Credit 
Regulator Certificate, this is in breach of  the National 
Credit Act 34 of  2005 section 40(1). The Act provides 
that, “[a] person or an entity must apply to be registered 
as a credit provider if  the total principal debt owed 
to that credit provider under all outstanding credit 
agreements, other than incidental credit agreements, 
exceeds the threshold prescribed in terms of  
section 42(1).”

The threshold is set at R500 000,00 whereas the 
account balance sits at R747 500,00, indicating that the 
group had exceeded the current threshold and in turn 
breached the regulations of  the National Credit Act.

King IV™
The audit and risk committee only met twice in this 
financial year and therefore did not satisfy the King 
IV™ requirement on the minimum number of  meetings 
required per year for the committee.

OTHER INFORMATION
The directors are responsible for the other 
information. The other information comprises the 
information included in the document titled ‘Selective 
Empowerment Investments 1 Limited Group Annual 
Financial Statements for the year ended 30 June 2020’, 
which includes the directors’ report as required by 
the Companies Act. The other information does not 
include the consolidated and separate annual financial 
statements and our auditor’s report thereon.

Our opinion on the consolidated and separate 
annual financial statements does not cover the other 
information and we do not express an audit opinion or 
any form of  assurance conclusion thereon.

In connection with our audit of  the consolidated and 
separate annual financial statements, our responsibility 
is to read the other information and, in doing so, 
consider whether the other information is materially 
inconsistent with the consolidated and separate annual 
financial statements or our knowledge obtained in the 
audit, or otherwise appears to be materially misstated. 
If, based on the work we have performed, we conclude 
that there is a material misstatement of  this other 
information, we are required to report that fact. We 
have nothing to report in this regard.

RESPONSIBILITIES OF THE DIRECTORS 
FOR THE CONSOLIDATED AND SEPARATE 
ANNUAL FINANCIAL STATEMENTS
The directors are responsible for the preparation and 
fair presentation of  the consolidated and separate 
annual financial statements in accordance with 
International Financial Reporting Standards and 
the requirements of  the Companies Act, and for 
such internal control as the directors determine is  
necessary to enable the preparation of  consolidated 
and separate annual financial statements that are 
free from material misstatement, whether due to fraud  
or error.

In preparing the annual financial statements, the 
directors are responsible for assessing the group’s 
ability to continue as a going concern, disclosing, 
as applicable, matters related to going concern and 
using the going concern basis of  accounting unless 
the directors either intend to liquidate the group or to 
cease operations, or have no realistic alternative but 
to do so.

AUDITOR’S RESPONSIBILITIES FOR 
THE AUDIT OF THE CONSOLIDATED 
AND SEPARATE ANNUAL FINANCIAL 
STATEMENTS
Our objectives are to obtain reasonable assurance 
about whether the consolidated and separate annual 
financial statements as a whole are free from material 
misstatement, whether due to fraud or error, and to 
issue an auditor’s report that includes our opinion. 
Reasonable assurance is a high level of  assurance, 
but is not a guarantee that an audit conducted in 
accordance with ISAs will always detect a material 
misstatement when it exists. Misstatements can arise 
from fraud or error and are considered material if, 
individually or in the aggregate, they could reasonably 
be expected to influence the economic decisions of  
users taken on the basis of  these consolidated and 
separate annual financial statements.

As part of  an audit in accordance with ISAs, we exercise 
professional judgement and maintain professional 
scepticism throughout the audit. We also:

• Identify and assess the risks of  material misstatement 
of  the consolidated and separate annual financial 
statements, whether due to fraud or error, design 
and perform audit procedures responsive to those 
risks, and obtain audit evidence that is sufficient 
and appropriate to provide a basis for our opinion. 
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We communicate with the directors regarding, among 
other matters, the planned scope and timing of  the 
audit and significant audit findings, including any 
significant deficiencies in internal control that we 
identify during our audit.

REPORT ON OTHER LEGAL AND 
REGULATORY REQUIREMENTS
In terms of  the IRBA Rule published in Government 
Gazette Number 39475 dated 4 December 2015, 
we report that MKIVA Registered Auditors and 
Business Advisors has been the auditor of  Selective 
Empowerment Investments 1 Limited Group for  
three years.

Registered auditors and business advisors
Per: Unathi Mkiva CA(SA)
Registered Auditor

18 December 2020

The risk of  not detecting a material misstatement 
resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, 
intentional omissions, misrepresentations, or the 
override of  internal control.

• Obtain an understanding of  internal control relevant 
to the audit in order to design audit procedures 
that are appropriate in the circumstances, but not 
for the purpose of  expressing an opinion on the 
effectiveness of  the company’s and the group’s 
internal control.

• Evaluate the appropriateness of  accounting policies 
used and the reasonableness of  accounting 
estimates and related disclosures made by the 
directors.

• Conclude on the appropriateness of  the directors’ 
use of  the going concern basis of  accounting and 
based on the audit evidence obtained, whether 
a material uncertainty exists related to events or 
conditions that may cast significant doubt on the 
company’s and the group’s ability to continue as 
a going concern. If  we conclude that a material 
uncertainty exists, we are required to draw attention 
in our auditor’s report to the related disclosures 
in the consolidated and separate annual financial 
statements or, if  such disclosures are inadequate, 
to modify our opinion. Our conclusions are based 
on the audit evidence obtained up to the date of  our 
auditor’s report. However, future events or conditions 
may cause the company and/or group to cease to 
continue as a going concern.

• Evaluate the overall presentation, structure and 
content of  the consolidated and separate annual 
financial statements, including the disclosures, 
and whether the consolidated and separate annual 
financial statements represent the underlying 
transactions and events in a manner that achieves 
fair presentation.

• Obtain sufficient appropriate audit evidence 
regarding the financial information of  the entities 
or business activities within the group to express 
an opinion on the consolidated annual financial 
statements. We are responsible for the direction, 
supervision and performance of  the group audit. 
We remain solely responsible for our audit opinion.
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GROUP COMPANY

Figures in Rand Notes 2020 2019 2020 2019

ASSETS
Non-current assets

Property, plant and equipment 3 233 169 270 279 233 169 270 279

Investment in group companies 4 389 974 89 974 90 474 89 974

Listed investments 8 103 679 573 127 997 965 103 679 573 127 997 965

Unlisted investments 9 10 824 718 22 975 929 10 824 718 22 975 929

Total non-current assets 115 127 434 151 334 147 114 827 934 151 334 147

Current assets

Trade and other receivables 5 645 268 433 675 645 268 433 675

Other financial assets 10 747 500 – 747 500 –

Loans to group companies 11 – – 8 557 968 –

Cash and cash equivalents 12 11 529 361 1 258 515 4 446 358 1 258 515

Total current assets 12 922 129 1 692 190 14 397 094 1 692 190

Total assets 128 049 563 153 026 337 129 225 028 153 026 337

EQUITY AND LIABILITIES

Equity

Share capital 13 112 123 493 112 123 493 112 123 493 112 123 493

Retained income 448 750 24 750 835 1 735 633 24 750 835

Other non-distributable reserves 14 (1 405 475) 2 113 155 (1 405 475) 2 113 155

Total equity 111 166 768 138 987 483 112 453 651 138 987 483

Liabilities

Non-current liabilities

Deferred tax liabilities 6 10 579 229 6 997 109 10 579 229 6 997 109

Related party loan 17 894 390 1 493 171 894 390 1 493 171

Total non-current liabilities 11 473 619 8 490 280 11 473 619 8 490 280

Current liabilities

Trade and other payables 15 165 047 342 513 91 697 342 513

Current tax liabilities 7 5 244 129 5 206 061 5 206 061 5 206 061

Total current liabilities 5 409 176 5 548 574 5 297 758 5 548 574

Total liabilities 16 882 795 14 038 854 16 771 377 14 038 854

Total equity and liabilities 128 049 563 153 026 337 129 225 028 153 026 337

STATEMENTS OF FINANCIAL POSITION
as at 30 June 2020
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GROUP COMPANY

Figures in Rand Notes 2020 2019 2020 2019

Revenue 18 8 122 293 8 322 460 7 813 728 8 322 460

Other income 19 4 814 088 29 788 489 4 814 088 29 788 489

Administrative expenses 20 (1 808 527) (1 059 153) (1 795 162) (1 059 153)

Operating expenses 21 (14 843 393) (9 249 998) (13 299 378) (9 249 998)

(Loss)/profit from operating activities (3 715 539) 27 801 798 (2 466 724) 27 801 798

Finance costs 22 (63 191) – (63 191) –

(Loss)/profit before tax (3 778 730) 27 801 798 (2 529 915) 27 801 798

Income tax expense 23 (3 620 188) (4 554 821) (3 582 120) (4 554 821)

(Loss)/profit for the year (7 398 918) 23 246 977 (6 112 035) 23 246 977

Other comprehensive income net of  tax

Components of other comprehensive 
income that will not be reclassified to 
profit or loss

Losses on other non-distributable reserve (9 963 040) – (9 963 040) –

Total other comprehensive income that 
will not be reclassified to profit or loss (9 963 040) – (9 963 040) –

Total other comprehensive income net 
of tax 24 (9 963 040) – (9 963 040) –

Total comprehensive income (17 361 958) 23 246 977 (16 075 075) 23 246 977

STATEMENTS OF PROFIT OR LOSS AND 
OTHER COMPREHENSIVE INCOME
for the year ended 30 June 2020
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GROUP

Figures in Rand
Share

capital

Other 
non-

distributable
reserve

Retained 
income Total

Balance at 1 July 2018 112 123 493 2 113 155 1 503 858 115 740 506

Changes in equity

Profit for the year – – 23 246 977 23 246 977

Total comprehensive income – – 23 246 977 23 246 977

Balance at 30 June 2019 112 123 493 2 113 155 24 750 835 138 987 483

Balance at 1 July 2019 112 123 493 2 113 155 24 750 835 138 987 483

Changes in equity

Loss for the year – – (7 398 918) (7 398 918)

Other comprehensive income – – (9 963 040) (9 963 040)

Total comprehensive income – – (17 361 958) (17 361 958)

Dividend recognised as distributions 
to shareholders – – (6 940 127) (6 940 127)

Decrease in fair value adjustments – (3 518 630) – (3 518 630)

Balance at 30 June 2020 112 123 493 (1 405 475) 448 750 111 166 768

Notes 13 14

 COMPANY

Figures in Rand
Share

capital

Other 
non-

distributable
reserve

Retained 
income Total

Balance at 1 July 2018 112 123 493 2 113 155 1 503 858 115 740 506

Changes in equity

Profit for the year – – 23 246 977 23 246 977

Total comprehensive income – – 23 246 977 23 246 977

Balance at 30 June 2019 112 123 493 2 113 155 24 750 835 138 987 483

Balance at 1 July 2019 112 123 493 2 113 155 24 750 835 138 987 483

Changes in equity

Loss for the year – – (6 112 035) (6 112 035)

Other comprehensive income – – (9 963 040) (9 963 040)

Total comprehensive income – – (16 075 075) (16 075 075)

Dividend recognised as distributions 
to shareholders – – (6 940 127) (6 940 127)

Decrease in fair value adjustments – (3 518 630) – (3 518 630)

Balance at 30 June 2020 112 123 493 (1 405 475) 1 735 633 112 453 651

Notes 13 14

STATEMENTS OF CHANGES IN EQUITY
for the year ended 30 June 2020
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GROUP COMPANY

Figures in Rand Note 2020 2019 2020 2019

Cash flows used in operations

(Loss)/profit for the year (7 398 918) 23 246 977 (6 112 035) 23 246 977

Adjustments to reconcile (loss)/profit

Income tax expense/(refund) 3 582 120 (4 554 821) 3 582 120 (4 554 821)

Finance costs 63 191 – 63 191 –

Adjustments for decrease in trade 
accounts receivable 792 – 792 –

Increase in other operating receivables (212 385) (231 110) (212 385) (231 110)

Increase in prepayments 75 777 (1 035 824)  (25 019) (1 035 824)

Decrease in other operating payables (225 797) – (225 797) –

Depreciation and amortisation expense 117 913 174 635 117 913 174 635

Impairment losses and reversal of  
impairment

Losses recognised in profit or loss (8 258 468) (29 788 489) (16 440 177) (29 788 489)

Total adjustments to reconcile  
(loss)/profit (4 856 857) (35 435 609) (13 139 362) (35 435 609)

Net cash flows used in operations (12 255 775) (12 188 632) (19 251 397) (12 188 632)

Dividends paid (6 940 127) –  (6 940 127) –

Dividends received  1 517 300 –  1 517 300 –

Interest paid (63 191) – (63 191) –

Interest received  6 383 809 –  6 296 428 –

Income tax paid – (5 645 790) – (5 645 790)

Other fair value gains  9 963 040 –  9 963 040 –

Net cash flows used in operating 
activities (1 394 944) (17 834 422) (8 477 947) (17 834 422)

Cash flows from investing activities

Proceeds from sales of  property, plant 
and equipment – 56 543 – 56 543

Purchase of  property, plant and 
equipment (80 803) (98 104) (80 803) (98 104)

Cash advances and loans made to other 
parties –  89 874 – 89 874

Purchase of  other financial assets (27 751 490) (256 821 979) (27 751 490) (256 821 979)

Proceeds from disposal of  other 
financial assets  50 208 623  273 973 091 50 208 623  273 973 091

Cash flows from investing activities 22 376 330 17 199 425 22 376 330 17 199 425

Cash flows used in financing activities

Fair value adjustment on investments (9 963 040) – (9 963 040) –

Cash flows used in financing activities (9 963 040) – (9 963 040) –

Net increase/(decrease) in cash and 
cash equivalents 11 018 346 (634 997) 3 935 343 (634 997)

Cash and cash equivalents at the 
beginning of  the year 1 258 515 1 893 512 1 258 515 1 893 512

Cash and cash equivalents at the end  
of the year 12 12 276 861 1 258 515 5 193 858 1 258 515

STATEMENTS OF CASH FLOWS
for the year ended 30 June 2020
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The group applies the acquisition method to account for 
business combinations. The consideration transferred 
for the acquisition of  a subsidiary is the fair values of  the 
assets transferred, the liabilities incurred to the former 
owners of  the acquiree and the equity interests issued 
by the group. The consideration transferred includes 
the fair value of  any asset or liability resulting from a 
contingent consideration arrangement. Identifiable 
assets acquired and liabilities and contingent liabilities 
assumed in a business combination are measured 
initially at their fair values at the acquisition date. 
The group recognises any non-controlling interest in 
the acquiree on an acquisition-by-acquisition basis, 
either at fair value or at the non-controlling interest’s 
proportionate share of  the recognised amounts of  the 
acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.

If  the business combination is achieved in stages, 
the acquisition date carrying value of  the acquirer’s 
previously held equity interest in the acquiree is re-
measured to fair value at the acquisition date; any 
gains or losses arising from such remeasurement are 
recognised in profit or loss.

Any contingent consideration to be transferred by the 
group is recognised at fair value at the acquisition 
date. Subsequent changes to the fair value of  the 
contingent consideration that is deemed to be 
an asset or liability is recognised in accordance 
with IAS 39: Financial Instruments: Recognition  
and Measurement, either in profit or loss or as a 
change to other comprehensive income. Contingent 
consideration that is classified as equity is not re-
measured, and its subsequent settlement is accounted 
for within equity.

Inter-company transactions, balances and unrealised 
gains on transactions between group companies are 
eliminated. Unrealised losses are also eliminated. 
When necessary, amounts reported by subsidiaries 
have been adjusted to conform with the group’s 
accounting policies.

1. GENERAL INFORMATION
The company is incorporated as a public company 
and is domiciled in South Africa. The address of  its 
registered office is 401 Lougardia Building, 1262 
Embankment Road, Centurion, Gauteng 0157.

2. Basis of preparation and summary of 
significant accounting policies
The consolidated and separate annual financial 
statements of  SEI1 Group have been prepared in 
accordance with International Financial Reporting 
Standards (“IFRS”) and the Companies Act. The 
consolidated annual financial statements have been 
prepared under the historical cost convention, as 
modified by the revaluation of  land and buildings, 
available-for-sale financial assets, and financial 
assets and financial liabilities (including derivative 
instruments) at fair value through profit or loss.

The consolidated annual financial statements of  SEI1 
Group have been prepared in accordance with IFRS 
and the Companies Act. The consolidated annual 
financial statements have been prepared under the 
historical cost convention.

The preparation of  financial statements in conformity 
with IFRS requires the use of  certain critical accounting 
estimates. It also requires management to exercise 
its judgement in the process of  applying the group’s 
accounting policies.

The principal accounting policies applied in the 
preparation of  these consolidated annual financial 
statements are set out below. These policies have 
been consistently applied to all the years presented, 
unless otherwise stated.

2.1 Consolidation – IFRS 10: Consolidated 
Financial Statements
Subsidiaries

Subsidiaries are all entities (including structured 
entities) over which the group has control. The group 
controls an entity when the group is exposed to, or 
has rights to, variable returns from its involvement with 
the entity and has the ability to effect those returns 
through its power over the entity. Subsidiaries are 
fully consolidated from the date on which control is 
transferred to the group. They are deconsolidated from 
the date that control ceases.

ACCOUNTING POLICIES
for the year ended 30 June 2020
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2.2  Property, plant and equipment –  
IAS 16: Property, Plant and Equipment
Definition

Property, plant and equipment are tangible items that:

• Are held for use in the production or supply of  goods 
or services, for rental to others, or for administrative 
purposes; and

• Are expected to be used during more than one 
period.

Recognition

Property, plant and equipment is recognised as an 
asset when:

• It is probable that future economic benefits 
associated with the asset will flow to the entity; and

• The cost of  the asset can be measured reliably.

Initial measurement

An item of  property, plant and equipment that qualifies 
for recognition as an asset is initially measured at  
its cost.

The cost of  an item of  property, plant and equipment 
includes:

• Its purchase price, including import duties and non-
refundable purchase taxes, after deducting trade 
discounts and rebates;

• Any costs directly attributable to bringing the asset 
to the location and condition necessary for it to be 
capable of  operating in the manner intended by 
management; and

• The initial estimate of  the costs of  dismantling and 
removing the item and restoring the site on which it 
is located, the obligation for which an entity incurs 
either when the item is acquired or as a consequence 
of  having used the item during a particular period 
for purposes other than to produce inventories 
during that period.

Subsequent measurement – cost model

After initial recognition, property, plant and equipment 

is measured at cost less any accumulated depreciation 

and any accumulated impairment losses.

Subsequent measurement – revaluation model

After initial recognition, property, plant and equipment 

is measured at a revalued amount, being its fair value 

at the date of  the revaluation less any subsequent 

accumulated depreciation and subsequent 

accumulated impairment losses.

Depreciation

Depreciation of  an asset commences when it is 

available for use, and ceases at the earlier of  the date 

that the asset is classified as held for sale, or the date 

that the asset is derecognised.

Each part of  an item of  property, plant and equipment 

with a cost that is significant in relation to the total cost 

of  the item is depreciated separately.

The depreciation charge for each period is recognised 

in profit or loss unless it is included in the carrying 

amount of  another asset. The depreciable amount of  

an asset shall be allocated on a systematic basis over 

its useful life. The depreciable amount of  an asset is 

determined after deducting its residual value.

Residual values, useful lives and depreciation methods 

are reviewed at each financial year-end. Where there 

are significant changes in the expected pattern of  

economic consumption of  the benefits embodied in the 

asset, the relevant changes will be made to the residual 

values and depreciation rates, and the change will be 

accounted for as a change in accounting estimate.

The measurement base, useful life or depreciation rate as well as the depreciation method for all major classes of  
assets are as follows:

Asset class Measurement base Depreciation method

Leasehold improvements  20% per annum Straight-line

Fixtures and fittings  20% per annum Straight-line

Office equipment  20% per annum Straight-line

Computer equipment  33,3% per annum Straight-line

Computer software  20% per annum Straight-line
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2.3 Financial instruments – IFRS 9: Financial 
Instruments
Financial instruments held by the company are 
classified in accordance with the provisions of  IFRS 9: 
Financial Instruments. Broadly, the classification 
possibilities, which are adopted by the company, as 
applicable, are as follows:

Financial assets which are equity instruments:

• Mandatorily at fair value through profit or loss; or

• Designated at fair value through other 
comprehensive income. (This designation is not 
available to equity instruments which are held for 
trading or which are contingent consideration in a 
business combination.)

Financial assets which are debt instruments:

• Amortised cost. (This category applies only when 
the contractual terms of  the instrument give rise, 
on specified dates, to cash flows that are solely 
payments of  principal and interest on principal, and 
where the instrument is held under a business model 
whose objective is met by holding the instrument to 
collect contractual cash flows);

• Fair value through other comprehensive income. 
(This category applies only when the contractual 
terms of  the instrument give rise, on specified dates, 
to cash flows that are solely payments of  principal 
and interest on principal, and where the instrument 
is held under a business model whose objective is 
achieved by both collecting contractual cash flows 
and selling the instruments);

• Mandatorily at fair value through profit or loss. 
(This classification automatically applies to all 
debt instruments which do not qualify at amortised 
cost or at fair value through other comprehensive 
income); or

• Designated at fair value through profit or loss. 
(This classification option can only be applied when 
it eliminates or significantly reduces an accounting 
mismatch).

Financial liabilities:

• Amortised cost;

• Mandatorily at fair value through profit or loss. 
(This applies to contingent consideration in a 
business combination or to liabilities which are held 
for trading); or

• Designated at fair value through profit or loss. 
(This classification option can be applied when it 
eliminates or significantly reduces an accounting 
mismatch; the liability forms part of  a group of  
financial instruments managed on a fair value 
basis; or it forms part of  a contract containing an 
embedded derivative and the entire contract is 
designated at fair value through profit or loss).

All regular way purchases or sales of  financial assets 
are recognised and derecognised on a trade date 
basis. Regular way purchases or sales are purchases 
or sales of  financial assets that require delivery of  
assets within the time frame established by regulation 
or convention in the marketplace.

The specific accounting policies for the classification, 
recognition and measurement of  each type of  financial 
instrument held by the company are presented below:

Trade and other receivables

Classification

Trade and other payables (note 12) excluding value 
added tax and amounts received in advance, are 
classified as financial liabilities subsequently measured 
at amortised cost.

Recognition and measurement

They are recognised when the company becomes a 
party to the contractual provisions, and are measured, 
at initial recognition, at fair value plus transaction costs, 
if  any.

They are subsequently measured at amortised cost 
using the effective interest method.

The effective interest method is a method of  calculating 
the amortised cost of  a financial liability and of  
allocating interest expense over the relevant period. 
The effective interest rate is the rate that exactly 
discounts estimated future cash payments (including 
all fees and points paid or received that form an integral 
part of  the effective interest rate, transaction costs and 
other premiums or discounts) through the expected life 
of  the financial liability, or (where appropriate) a shorter 
period, to the amortised cost of  a financial liability.

Trade and other payables expose the company 
to liquidity risk and possibly to interest rate risk. 
Refer to note 23 for details of  risk exposure and the 
management thereof.

ACCOUNTING POLICIES continued
for the year ended 30 June 2020
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Cash and cash equivalents

Cash and cash equivalents are stated at carrying 
amount which is deemed to be fair value.

2.4 Tax
Tax expense (tax income) is the aggregate amount 
included in the determination of  profit or loss for the 
period in respect of  current tax and deferred tax.

Current tax is the amount of  income tax payable 
(recoverable) in respect of  the taxable profit (tax loss) 
for a period. Deferred tax liabilities are the amounts 
of  income taxes payable in future periods in respect 
of  taxable temporary differences. Deferred tax assets 
are the amounts of  income taxes recoverable in future 
periods in respect of:

• Deductible temporary differences;

• The carry forward of  unused tax losses; and

• The carry forward of  unused tax credits.

Current tax assets and liabilities

Current tax for current and prior periods is, to the 
extent unpaid, recognised as a liability. The amount 
already paid in respect of  current and prior periods 
which exceeds the amount due for those periods, is 
recognised as an asset.

The benefit relating to a tax loss that can be carried 
back to recover current tax of  a previous period is 
recognised as an asset. Current tax liabilities (assets) 
for the current and prior periods are measured at the 
amount expected to be paid to (recovered from) the 
taxation authorities, using the tax rates and tax laws 
that have been enacted or substantively enacted by 
the end of  the reporting period.

Current tax assets and liabilities are offset only where:

• There is a legally enforceable right to set off  the 
recognised amounts; and

• There is an intention to settle on a net basis, or to 
realise the asset and settle the liability simultaneously.

Deferred tax assets and liabilities

A deferred tax liability is recognised for all taxable 
temporary differences, except to the extent that the 
deferred tax liability arises from:

• The initial recognition of  goodwill; or

• The initial recognition of  an asset or liability in a 
transaction which is not a business combination 
at the time of  the transaction, affects neither 
accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for all deductible 
temporary differences to the extent that it is probable 
that taxable profit will be available against which the 
deductible temporary difference can be utilised, 
unless the deferred tax asset arises from the initial 
recognition of  an asset or liability in a transaction that:

• Is not a business combination; and

• At the time of  the transaction, affects neither 
accounting profit nor taxable profit (tax loss).

A deferred tax asset is recognised for the carry 
forward of  unused tax losses and unused tax credits 
to the extent that it is probable that future taxable profit 
will be available against which the unused tax losses 
and unused tax credits can be utilised.

Deferred tax assets and liabilities are measured at 
the tax rates that are expected to apply to the period 
when the asset is realised or the liability is settled, 
based on tax rates and tax laws that have been 
enacted or substantively enacted by the end of  the 
reporting period.

The measurement of  deferred tax liabilities and deferred 
tax assets is made to reflect the tax consequences that 
would follow from the manner in which it is expected; at 
the end of  the reporting period, recovery or settlement 
if  temporary differences occur.

Deferred tax assets and liabilities are offset only where:

• There is a legally enforceable right to set off  current 
tax assets against current tax liabilities; and

• The deferred tax assets and the deferred tax 
liabilities relate to income taxes levied by the same 
taxation authority on either the same entity within the 
group or different taxable entities within the group 
which intend either to settle current tax liabilities and 
assets on a net basis, or to realise the assets and 
settle the liabilities simultaneously, in each future 
period in which significant amounts of  deferred 
tax liabilities or assets are expected to be settled 
or recovered.
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A contingent liability is:

• A possible obligation that arises from past events 
and whose existence will be confirmed only by 
the occurrence or non-occurrence of  one or more 
uncertain future events not wholly within the control 
of  the entity; or

• A present obligation that arises from past events 
but is not recognised because it is not probable 
that an outflow of  resources embodying economic 
benefits will be required to settle the obligation, or 
the amount of  the obligation cannot be measured 
with sufficient reliability.

A contingent asset is a possible asset that arises from 
past events and whose existence will be confirmed 
only by the occurrence or non-occurrence of  one 
or more uncertain future events not wholly within the 
control of  the entity.

A provision is recognised when:

• There is a present obligation (legal or constructive) 
as a result of  a past event;

• It is probable that an outflow of  resources 
embodying economic benefits will be required to 
settle the obligation; and

• A reliable estimate can be made of  the amount of  
the obligation.

The amount recognised as a provision is the best 
estimate of  the expenditure required to settle the 
present obligation at the end of  the reporting period. 
Where the effect of  the time value of  money is material, 
the amount of  a provision is the present value of  
the expenditures expected to be required to settle 
the obligation.

Where some or all of  the expenditure required to settle 
a provision is expected to be reimbursed by another 
party, the reimbursement is recognised when it is 
virtually certain that reimbursement will be received 
when the obligation is settled. The reimbursement is 
treated as a separate asset. The amount recognised 
for the reimbursement will not exceed the amount of  
the provision.

Provisions are reviewed at the end of  each reporting 
period and adjusted to reflect the current best estimate. 
If  it is no longer probable that an outflow of  resources 
embodying economic benefits will be required to settle 
the obligation, the provision is reversed.

Tax expense/(income)

Current and deferred tax is recognised as income or 
an expense and included in profit or loss for the period, 
except to the extent that the tax arises from:

• A transaction or event which is recognised, in the 
same or a different period, outside profit or loss, 
either in other comprehensive income or directly in 
equity; and

• A business combination other than the acquisition 
by an investment of  a subsidiary that is required to 
be measured at fair value through profit or loss.

Current tax and deferred tax is recognised outside 
profit or loss if  the tax relates to items that are 
recognised, in the same or a different period, outside 
profit or loss. Therefore, current tax and deferred tax 
that relate to items that are recognised, in the same or 
a different period:

• In other comprehensive income, will be recognised 
in other comprehensive income; and

• Directly in equity, will be recognised directly 
in equity.

2.5 Leases – IFRS 16: Leases
Definition

A lease is classified as a finance lease if  it transfers 
substantially all the risks and rewards incidental to 
ownership. A lease is classified as an operating lease 
if  it does not transfer substantially all the risks and 
rewards incidental to ownership.

Operating leases – lessee

Operating lease payments are recognised as an 
expense on a straight-line basis over the lease term. 
The difference between the amounts recognised 
as an expense and the contractual payments are 
recognised as an operating lease asset. This liability 
is not discounted.

Any contingent rents are expensed in the period they 
are incurred.

2.6 Provisions and contingencies – IAS 37:  
Provisions, Contingent Liabilities and 
Contingent Assets
A provision is a liability of  uncertain timing or amount. 
A liability is a present obligation of  the entity arising 
from past events, the settlement of  which is expected 
to result in an outflow from the entity of  resources 
embodying economic benefits.

ACCOUNTING POLICIES continued
for the year ended 30 June 2020



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

57

• The contract has commercial substance; and

• It is probable that the consideration in exchange for 
the goods or services that will be transferred will be 
collected.

At the inception of  a contract, the goods or services 
promised in the contract are assessed and a 
performance obligation is identified for each promise 
to transfer to the customer either:

• A good or service that is distinct; or

• A series of  distinct goods or services that are 
substantially the same and that have the same 
pattern of  transfer.

Revenue is recognised when or as the performance 
obligation is satisfied by transferring a promised good 
or service to a customer. Assets are transferred when 
or as the customer obtains control of  that asset.

Measurement

When a performance obligation is satisfied, revenue 
is recognised as the amount of  the transaction price 
that is allocated to the performance obligation, but 
excluding estimates of  variable consideration that are 
constrained and any amounts collected on behalf  of  
third parties. The transaction price may include fixed 
amounts, variable amounts, or both.

The group allocates the transaction price to each 
performance obligation (or distinct good or service) in 
an amount that depicts the amount of  consideration 
to which the group expects to be entitled in exchange 
for transferring the promised goods or services to the 
customer.

The group recognises as an asset the incremental 
costs of  obtaining a contract with a customer if  the 
group expects to recover those costs.

A provision is used only for expenditures for which the 
provision was originally recognised. Provisions are not 
recognised for future operating losses.

The present obligation under an onerous contract is 
recognised and measured as a provision.

A constructive obligation to restructure arises only 
when:

• There is a detailed formal plan for the restructuring 
identifying at least the business or part of  a 
business concerned, the principal locations 
affected, the location, function, and approximate 
number of  employees who will be compensated 
for terminating their services, the expenditures 
that will be undertaken and when the plan will be 
implemented; and

• A valid expectation has been raised by those 
affected that the restructuring will be carried out 
by starting to implement that plan or announcing its 
main features to those affected by it.

After initial recognition and until the liability is 
settled, cancelled or expires, a contingent liability is 
recognised in a business combination at the higher of  
the amount that would be recognised as a provision, 
and the amount initially recognised less cumulative 
amortisation.

Contingent assets and liabilities are not recognised, 
but details are disclosed in the notes to the annual 
financial statements.

2.7 Revenue – IFRS 15: Revenue from 
Contracts with Customers
Revenue is income arising in the course of  an entity’s 
ordinary activities.

Revenue comprises investment income (dividends 
received and interest received from listed investments). 
A contract with a customer is recognised when all of  
the following criteria are met:

• The contract has been approved and all parties 
to the contract are committed to performing their 
respective obligations;

• Each party’s rights regarding the goods or services 
to be transferred are identifiable;

• Payment terms for the goods or services to be 
transferred are identifiable;
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If  the costs incurred in fulfilling a contract with a 
customer are not within the scope of  another standard 
(for example, IAS 2: Inventories, IAS 16: Property, 
Plant and Equipment or IAS 38: Intangible Assets), 
the group recognises an asset from the costs incurred 
to fulfil a contract only if  those costs meet all of  the 
following criteria:

• The costs relate directly to a contract or to an 
anticipated contract that the group can specifically 
identify (for example, costs relating to services to be 
provided under renewal of  an existing contract or 
costs of  designing an asset to be transferred under 
a specific contract that has not yet been approved);

• The costs generate or enhance resources of  the 
group that will be used in satisfying (or in continuing 
to satisfy) performance obligations in the future; and

• The costs are expected to be recovered.

When either party to a contract has performed, the 
group presents the contract in the statement of  financial 
position as a contract asset or a contract liability, 
depending on the relationship between the group’s 
performance and the customer’s payment. The group 
presents any unconditional rights to consideration 
separately as a receivable.

2.8 Share capital and equity – IAS 32: 
Financial Instruments: Presentations
An equity instrument is any contract that evidences 
a residual interest in the assets of  an entity after 
deducting all of  its liabilities.

Ordinary shares are recognised at par value and 
classified as ‘share capital’ in equity. Any amounts 
received from the issue of  shares in excess of  par value 
is classified as ‘share premium’ in equity. Dividends 
are recognised as a liability in the company in which 
they are declared.

ACCOUNTING POLICIES continued
for the year ended 30 June 2020



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

59

3. PROPERTY, PLANT AND EQUIPMENT
Balances at year-end and movements for the year
Reconciliation for the period ended 30 June 2020

GROUP

Figures in Rand
Leasehold 

property
Motor 

vehicles
Fixtures 

and fittings
Office 

equipment
Computer
 software Total

Balance at 1 July 2019

At cost 279 056 – 322 057 363 188 70 365 1 034 666

Accumulated 
depreciation (258 860) – (222 128) (267 882) (15 517) (764 387)

Net book value 20 196 – 99 929 95 306 54 848 270 279

Movements for  
the period ended  
30 June 2020

Additions from 
acquisitions – – 80 803 – – 80 803

Depreciation (20 129) – (48 029) (34 587) (15 168) (117 913)

Property, plant and 
equipment at the  
end of the year 67 – 132 703 60 719 39 680 233 169

Closing balance  
at 30 June 2020

At cost 279 056 – 402 946 363 188 70 365 1 115 555

Accumulated 
depreciation (278 989) – (270 243) (302 469) (30 685) (882 386)

Net book value 67 – 132 703 60 719 39 680 233 169

NOTES TO THE CONSOLIDATED AND 
SEPARATE ANNUAL FINANCIAL 
STATEMENTS
for the year ended 30 June 2020
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3. PROPERTY, PLANT AND EQUIPMENT continued
Balances at year-end and movements for the year continued
Reconciliation for the period ended 30 June 2019

GROUP

Figures in Rand
Leasehold 

property
Motor 

vehicles
Fixtures 

and fittings
Office 

equipment
Computer
 software Total

Balance at 1 July 2018

At cost 279 056 188 477 322 056 314 356 21 093 1 125 038

Accumulated 
depreciation (228 565) (125 652) (156 955) (210 163) (353) (721 688)

Net book value 50 491 62 825 165 101 104 193 20 740 403 350

Movements for  
the period ended  
30 June 2019

Additions from 
acquisitions – – – 52 698 45 409 98 107

Depreciation (30 295) (6 282) (65 172) (61 585) (11 301) (174 635)

Disposals – (56 543) – – – (56 543)

Property, plant and 
equipment at the  
end of the year 20 196 – 99 929 95 306 54 848 270 279

Closing balance  
at 30 June 2019

At cost 279 056 – 322 057 363 188 70 365 1 034 666

Accumulated 
depreciation (258 860) – (222 128) (267 882) (15 517) (764 387)

Net book value 20 196 – 99 929 95 306 54 848 270 279

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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3. PROPERTY, PLANT AND EQUIPMENT continued
Balances at year-end and movements for the year continued
Reconciliation for the period ended 30 June 2020

COMPANY

Figures in Rand
Leasehold 

property
Motor 

vehicles
Fixtures 

and fittings
Office 

equipment
Computer
 software Total

Balance at 1 July 2019

At cost 279 056 – 322 057 363 188 70 365 1 034 666

Accumulated 
depreciation (258 860) – (222 128) (267 882) (15 517) (764 387)

Net book value 20 196 – 99 929 95 306 54 848 270 279

Movements for  
the period ended 
30 June 2020

Additions from 
acquisitions – – 80 803 – – 80 803

Depreciation (20 129) – (48 029) (34 587) (15 168) (117 913)

Property, plant and 
equipment at the  
end of the year 67 – 132 703 60 719 39 680 233 169

Closing balance  
at 30 June 2020

At cost 279 056 – 402 946 363 188 70 365 1 115 555

Accumulated 
depreciation (278 989) – (270 243) (302 469) (30 685) (882 386)

Net book value 67 – 132 703 60 719 39 680 233 169
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3. PROPERTY, PLANT AND EQUIPMENT continued
Balances at year-end and movements for the year continued
Reconciliation for the period ended 30 June 2019

COMPANY

Figures in Rand
Leasehold 

property
Motor 

vehicles
Fixtures 

and fittings
Office 

equipment
Computer
 software Total

Balance at 1 July 2018

At cost 279 056 188 477 322 056 314 356 21 093 1 125 038

Accumulated 
depreciation (228 565) (125 652) (156 955) (210 163) (353) (721 688)

Net book value 50 491 62 825 165 101 104 193 20 740 403 350

Movements for  
the period ended  
30 June 2019

Additions from 
acquisitions – – – 52 698 45 409 98 107

Depreciation (30 295) (6 282) (65 172) (61 585) (11 301) (174 635)

Disposals – (56 543) – – – (56 543)

Property, plant and 
equipment at the  
end of the year 20 196 – 99 929 95 306 54 848 270 279

Closing balance  
at 30 June 2019

At cost 279 056 – 322 057 363 188 70 365 1 034 666

Accumulated 
depreciation (258 860) – (222 128) (267 882) (15 517) (764 387)

Net book value 20 196 – 99 929 95 306 54 848 270 279

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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4. INVESTMENT IN GROUP COMPANIES

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Investments in subsidiaries 389 974 89 974 90 474 89 974

Best Cut Distributors Proprietary Limited 89 974 89 974 89 974 89 974

Seboka Proprietary Limited – – 100 –

SEI1 Agri Proprietary Limited – – 100 –

SEI1 Financial Services Proprietary Limited – – 100 –

SEI1 Manufacturing Proprietary Limited – – 100 –

SEI1 Services Proprietary Limited – – 100 –

Share buy-back initiative 300 000 – – –

Investments in subsidiaries, joint ventures 
and associates 389 974 89 974 90 474 89 974

5.  TRADE AND OTHER RECEIVABLES
5.1 Trade and other receivables comprise:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Trade receivables – 792 – 792

Prepaid expenses – 14 507 – 14 507

Deposits 66 665 66 665 66 665 66 665

Value added tax 578 603 351 711 578 603 351 711

Total trade and other receivables 645 268 433 675 645 268 433 675

5.2 Items included in trade and other receivables not classified as financial instruments

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Trade and other receivables are categorised in 
accordance with IFRS 9: Financial Instruments

Prepaid expenses – 14 507 – 14 507

Value added tax 578 603 351 711 578 603 351 711

Total non-financial instruments included  
in trade and other receivables 578 603 366 218 578 603 366 218

Total trade and other receivables excluding 
non-financial assets included in trade  
and other receivables 66 665 67 457 66 665 67 457

Total trade and other receivables 645 268 433 675 645 268 433 675
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6. DEFERRED TAX
6.1 The analysis of deferred tax assets and deferred tax liabilities is as follows:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Deferred tax liabilities:

–   Deferred tax liability to be recovered  
after more than 12 months (10 579 229) (6 997 109) (10 579 229) (6 997 109)

(10 579 229) (6 997 109) (10 579 229) (6 997 109)

Net deferred tax liabilities (10 579 229) (6 997 109) (10 579 229) (6 997 109)

Details of set off of deferred tax assets  
and liabilities

Deferred tax liabilities that cannot be set off (10 579 229) (6 997 109) (10 579 229) (6 997 109)

Total deferred tax liability per the statements  
of financial position (10 579 229) (6 997 109) (10 579 229) (6 997 109)

6.2 Reconciliation of deferred tax movements

GROUP

Figures in Rand Deferred tax

Opening balance at 1 July 2019 (6 997 109)

(Charged)/credited to profit or loss (3 582 120)

Closing balance at 30 June 2020 (10 579 229)

Opening balance at 1 July 2018 (8 014 932)

(Charged)/credited to profit or loss (4 916 655)

(Charged)/credited to other comprehensive income 5 934 478

Closing balance at 30 June 2019 (6 997 109)

7. CURRENT TAX ASSETS AND LIABILITIES
Current tax assets and liabilities comprise the following balance:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Balance (5 206 061) 1 010 844 (5 206 061) 1 010 844

Provision (38 068) (6 216 905) (6 216 905)

Provision – SEI1 Manufacturing  
Proprietary Limited (4 937)

Provision – SEI1 Agri Proprietary Limited (2 560)

Provision – SEI1 Services Proprietary Limited (15 641)

Provision – SEI1 Financial Services  
Proprietary Limited (14 930)

Total current tax liability per the statements 
of financial position (5 244 129) (5 206 061) (5 206 061) (5 206 061)

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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8. LISTED INVESTMENTS
Listed investments comprise the following balances: 

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Listed investments 100 296 467 127 997 965 100 296 467 127 997 965

MTN Zakhele Futhi 3 383 106 – 3 383 106 –

The listed investment portfolio is largely held  
in listed equities on the JSE, fixed income 
products, etc. and movements are reported  
in terms of  IFRS 9.

103 679 573 127 997 965 103 679 573 127 997 965

Non-current assets 103 679 573 127 997 965 103 679 573 127 997 965

Current assets – – – –

103 679 573 127 997 965 103 679 573 127 997 965

9. UNLISTED INVESTMENTS
Unlisted investments comprise the following balances:    

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Unlisted investments – 22 975 929 – 22 975 929

Phuthuma Nathi 9 183 750 – 9 183 750 –

Sasol Khanyisa 1 491 772 – 1 491 772 –

SOLBE1 149 196 – 149 196 –

Unlisted investments held are from B-BBEE 
share schemes; the share price is linked to the 
main company in which the investments are 
held. The fair value adjustments are taken to 
OCI through FVPL.

10 824 718 22 975 929 10 824 718 22 975 929

Non-current assets 10 824 718 22 975 929 10 824 718 22 975 929

Current assets – – – –

10 824 718 22 975 929 10 824 718 22 975 929
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10. OTHER FINANCIAL ASSETS

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Cruden Waterproofing 747 500 – 747 500 –

Impairments 747 500 – 747 500 –

747 500 – 747 500 –

Non-current assets

Current assets 747 500 – 747 500 –

747 500 – 747 500 –

Exposure to credit risk
Loans receivable inherently expose the company to credit risk, being the risk that the group will incur financial loss 
if  counterparties fail to make payments as they fall due.

11.  LOANS TO GROUP COMPANIES
Loans to group companies comprise the following balances:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Loan SEI1 Agri Proprietary Limited – – 2 022 774 –

Loan SEI1 Financial Services  
Proprietary Limited – – 1 699 900 –

Loan SEI1 Manufacturing Proprietary Limited – – 999 900 –

Loan SEI1 Services Proprietary Limited – – 1 299 900 –

Loan Seboka Proprietary Limited – – 2 535 494 –

– – 8 557 968 –

The loans are unsecured, interest free and have no fixed repayment terms.

Exposure to credit risk
Loans receivable inherently expose the company to credit risk, being the risk that the group will incur financial loss 
if  counterparties fail to make payments as they fall due.

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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12. CASH AND CASH EQUIVALENTS
12.1 Cash and cash equivalents comprise:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Cash

Balances with banks 11 529 361 1 258 515 4 446 358 1 258 515

Total cash 11 529 361 1 258 515 4 446 358 1 258 515

Total cash and cash equivalents included  
in current assets 11 529 361 1 258 515 4 446 358 1 258 515

Net cash and cash equivalents 11 529 361 1 258 515 4 446 358 1 258 515

12.2 Credit quality of cash at bank and short-term deposits, excluding cash on hand
The credit quality of  cash at bank and short-term deposits, excluding cash on hand that are neither past due 
nor impaired can be assessed by reference to external credit ratings (if  available) or historical information about 
counterparty default rates:

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Credit rating (as per Moody’s)

Absa Bank (Ba2) 1 598 444 1 258 515 1 401 237 1 258 515

Investec Bank (Ba1) 9 930 917 – 3 045 121 –

Total 11 529 361 1 258 515 4 446 358 1 258 515

13. SHARE CAPITAL
Authorised and issued share capital

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Authorised

2 000 000 000 ordinary shares at no par value 2 000 000 000 2 000 000 000 2 000 000 000 2 000 000 000

Issued

138 802 534 ordinary shares at no par value (112 123 493) (112 123 493) (112 123 493) (112 123 493)

Share reconciliation

Shares outstanding – beginning of  the period 138 802 534 138 784 119 138 802 534 138 784 119

Correction – 18 415 – 18 415

Shares outstanding – closing 138 802 534 138 802 534 138 802 534 138 802 534
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14. RESERVES
Classification of reserves

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Total non-distributable reserves (1 405 475) 2 113 155 (1 405 475) 2 113 155

Fair value adjustment assets available- 
for-sale reserve (1 405 475) 2 113 155 (1 405 475) 2 113 155

Total reserves (1 405 475) 2 113 155 (1 405 475) 2 113 155

15. TRADE AND OTHER PAYABLES
15.1 Trade and other payables comprise: 

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Trade creditors 165 047 116 716 91 697 116 716

Salary control account – 6 733 – 6 733

Accrued liabilities – 216 290 – 216 290

Other payables – 2 774 – 2 774

Total trade and other payables 165 047 342 513 91 697 342 513

Non-current liabilities – – – –

Current liabilities 165 047 342 513 91 697 342 513

165 047 342 513 91 697 342 513

15.2 Credit risk exposures
The amount that best represents its maximum exposure to credit risk at the end of  the reporting period without 
taking account of  any collateral held or other credit enhancements (e.g. netting agreements that do not qualify for 
offset in accordance with IAS 32); this disclosure is not required for financial instruments whose carrying amount 
best represents the maximum exposure to credit risk.

16. FINANCIAL LIABILITIES
Carrying amount of financial liabilities by category

GROUP

Figures in Rand
Amortised

cost Total

Period ended 30 June 2020

Selective Empowerment Investments 2 Limited 894 390 894 390

Trade and other payables excluding non-financial liabilities (note 15) 165 047 165 047

1 059 437 1 059 437

Period ended 30 June 2019

Selective Empowerment Investments 2 Limited 1 493 171 1 493 171

Trade and other payables excluding non-financial liabilities (note 15) 342 513 342 513

1 835 684 1 835 684

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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17. RELATED PARTY LOAN

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Selective Empowerment Investments 2 Limited 894 390 1 493 171 894 390 1 493 171

The loan is unsecured, bears interest at 5% per annum compounded monthly and is payable on demand. Due to 
its short-term nature, the other financial liabilities reflect their fair value.

18. REVENUE

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Sale of  goods 82 737 – – –

Interest received 6 522 256 5 536 253 6 296 428 5 536 253

Dividends received 1 517 300 2 786 207 1 517 300 2 786 207

Total revenue 8 122 293 8 322 460 7 813 728 8 322 460

19. OTHER INCOME

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Profit on sale of  investment 4 814 088 29 788 489 4 814 088 29 788 489

20. ADMINISTRATIVE EXPENSES

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Professional fees 1 123 151 309 309 1 123 151 309 309

Bank charges 16 003 72 595 14 743 72 595

Computer expenses 79 498 130 348 79 498 130 348

Subscriptions 340 341 399 865 340 341 399 865

Telecommunication 249 534 147 036 237 429 147 036

Total administrative expenses 1 808 527 1 059 153 1 795 162 1 059 153
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21. OPERATING EXPENSES

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Administration expenses 1 143 153 10 526 – 10 526

Advertising 60 566 – 60 566 –

Cleaning – 1 472 – 1 472

Committee expenses – 3 399 – 3 399

Consulting fees 1 529 124 518 459 1 529 124 518 459

Data analysis 32 000 – 32 000 –

Depreciation 117 913 174 635 117 913 174 635

Donations 67 940 – – –

Electricity and water – 18 826 – 18 826

Employee benefit expenses 4 035 784 4 596 433 3 802 573 4 596 433

Entertainment 21 593 – 21 593 –

Fines and penalties 16 150 67 736 16 150 67 736

Health and safety – 667 – 667

Impairment – 131 394 – 131 394

Insurance 7 426 18 371 7 426 18 371

IT support 9 782 – 9 782 –

Lease charges 19 686 – 19 686 –

Legal expense 1 663 985 682 665 1 663 985 682 665

Management fees 1 162 129 – 1 162 129 –

Motor vehicle expense – 2 181 – 2 181

Postage – 216 420 – 216 420

Printing and stationery 30 348 548 147 30 348 548 147

Property-related expenses 465 707 433 460 465 707 433 460

Repairs and maintenance 25 370 3 883 25 370 3 883

Roadshow cost 500 112 280 342 471 138 280 342

Secretarial fees 231 000 180 000 231 000 180 000

Shareholder management fee 3 294 050 1 028 927 3 294 050 1 028 927

Staff  welfare 77 995 29 401 77 995 29 401

Travel – local 57 582 302 654 56 845 302 654

Value added tax paid 203 998 – 203 998 –

Website cost 70 000 – – –

Total operating expenses 14 843 393 9 249 998 13 299 378 9 249 998

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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22. FINANCE COSTS
Finance costs included in profit or loss

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Selective Empowerment Investments 2 Limited 61 412 – 61 412 –

SARS interest 1 714 – 1 714 –

Interest on bank overdraft 65 – 65 –

Total finance costs 63 191 – 63 191 –

23. INCOME TAX EXPENSE
Income tax recognised in profit or loss

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Current tax

Current year (38 068) (4 554 821) – (4 554 821)

Originating and reversing temporary differences (3 582 120) – (3 582 120) –

Total income tax expense (3 620 188) (4 554 821) (3 582 120) (4 554 821)

24. OTHER COMPREHENSIVE INCOME
Period ended 30 June 2020

GROUP COMPANY

Figures in Rand 2020 2019 2020 2019

Available-for-sale financial instruments 9 963 040 – 9 963 040 –
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25. RELATED PARTIES
Group companies
The company entered into transactions and had balances at year-end with related parties as listed below:

Relationship

Subsidiaries

Seboka Distributors Proprietary Limited

SEI1 Agri Proprietary Limited

SEI1 Financial Services Proprietary Limited

SEI1 Manufacturing Proprietary Limited

SEI1 Services Proprietary Limited

Best Cut Distributors Proprietary Limited

Related parties

Selective Empowerment Investments 2 Limited

The relationship with the above-mentioned is the result of:

• Mr M Maja being an executive director of  SEI 2 as per the CIPC disclosure;

• He was appointed as the interim managing director of  SEI1 from April 2020 to July 2020 and also served as a 
non-executive director of  SEI1; and

• He is currently the managing director of  Seboka Distributors Proprietary Limited which is a subsidiary of  SEI1.

Members of key management

Mr T Motlogeloa

Mr M Maja

Dr SS Sibiya

Mr MS Tsie

Ms T Motlogeloa

Ms TN Sindane

Ms MO Mogokare

COMPANY

Figures in Rand 2020 2019

Related party balances – loan from associate

Selective Empowerment Investments 2 Limited (894 390) (1 493 171)

Interest paid on loan to associate

Selective Empowerment Investments 2 Limited 61 412 –

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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26. DIRECTORS’ EMOLUMENTS

GROUP

2020

Figures in Rand

Salary/
director 

fees
Other

benefits

Leave 
pay 

benefits Total
2019
Total

Executive directors

M Maja 271 648 3 916 – 275 564 584 969

T Motlogeloa 510 894 14 309 59 848 585 051 75 000

SS Sibiya – – – – 300 000

Non-executive directors

SS Sibiya 214 746 – – 214 746 139 333

MS Tsie 214 746 – – 214 746 209 000

TN Sindane 214 746 – – 214 746 209 000

MO Mogokare 143 512 – – 143 512 –

Total gross compensation paid 
to directors 1 644 733 18 225 59 848 1 722 806  1 708 885

COMPANY

2020

Figures in Rand

Salary/
director 

fees
Other

benefits

Leave 
pay 

benefits Total
2019
Total

Executive directors

M Maja 206 648 3 097 – 209 745 584 969

T Motlogeloa 510 894 14 309 59 848 585 051 75 000

SS Sibiya – – – – 300 000

Non-executive directors

SS Sibiya 214 746 – – 214 746 139 333

MS Tsie 214 746 – – 214 746 209 000

TN Sindane 214 746 – – 214 746 209 000

MO Mogokare 143 512 – – 143 512 –

Total gross compensation paid 
to directors 1 579 733 17 406 59 848 1 656 987 1 708 885
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27. EVENTS AFTER THE REPORTING DATE
Nature of the event
On 5 August 2020, the CIPC issued an application against SEI1 out of  the Pretoria High Court in terms of   
section 81(1)(f).

The application is brought in terms of  this section for the court to issue a winding up order to cause SEI1 to be 
placed into liquidation notwithstanding that the entity is solvent.

SEI1 has engaged MSMM Incorporated to assist in opposing the matter. SEI1 remains transparent and endeavours 
to be fully compliant to all statutory and regulatory parameters and that the effect and engagement with regulatory 
bodies speaks for itself.

For the reasons mentioned above, SEI1 has opposed this application on the grounds that there is enough information 
to achieve successful opposition.

Nature of the event
COVID-19

COVID-19 existed globally at the reporting date. COVID-19 in itself  is not an event, however, the national state 
of  disaster and lockdown are events, which occurred after the reporting date as a result of  COVID-19. It was 
concluded that the declaration of  COVID-19 as a pandemic is such a non-adjusting event. The impact of  COVID-19 
on accounting standards that require the use of  forward-looking information (expected credit losses and goodwill 
impairment) was assessed based on information available as at 30 June 2020.

As the pandemic increases in both magnitude and duration, entities are experiencing conditions often associated 
with a general economic downturn, including, but not limited to, financial market volatility and erosion, deteriorating 
credit, liquidity concerns, further increases in government intervention, increasing unemployment, broad declines 
in consumer discretionary spending, increasing inventory levels, reductions in production because of  decreased 
demand, layoffs and furloughs, and other restructuring activities. The continuation of  these circumstances could 
result in an even broader economic downturn that could have a prolonged negative impact on an entity’s financial 
results.

Government intervention appears to be slowing the spread of  COVID-19 at different speeds in different countries. 
The severity will be influenced by the lockdown period and the easing thereof. It is anticipated that the COVID-19 
pandemic may have a substantial impact on revenue countered by material reduction in expenses and therefore 
the residual impact on profitability for the year ending 30 June 2021 is not expected to be significant. It is, however, 
not possible to make an accurate estimate of  its full financial effect for the year ahead as the virus’ infection rate 
and impact on macro-economic conditions is uncertain.

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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28. GOING CONCERN
The consolidated annual financial statements have been prepared on the basis of  accounting policies applicable 
to a going concern. This basis presumes that funds will be available to finance future operations and that the 
realisation of  assets and settlement of  liabilities, contingent obligations and commitments will occur in the ordinary 
course of  business.

The directors believe that the company and group has adequate financial resources to continue in operation for the 
foreseeable future and accordingly the consolidated annual financial statements have been prepared on a going 
concern basis.

The directors have given due consideration to the potential impact of  the COVID-19 pandemic on the company’s 
ability to continue as a going concern. The directors believe that the pandemic will have a temporary impact on the 
business activities. Notwithstanding these short-term challenges, the directors are of  the view that the company 
has sufficient resources to continue as a going concern.

The directors are not aware of  any new material changes that may adversely impact the company. The directors 
are also not aware of  any material non-compliance with statutory or regulatory requirements or of  any pending 
changes to legislation which may affect the company and group.

The company incurred a net loss for the year ended 30 June 2020 of  R7 398 918 (2019 profit: R23 246 977). 
The company continues to incur losses.

The directors are satisfied that processes have been put into place to minimise future losses and to make the 
company profitable.
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29. FINANCIAL RISK MANAGEMENT
This note explains the group’s exposure to financial risks and how these risks could affect the group’s future financial 
performance. Current year profit or loss information has been included where relevant to add further context.

29.1 Market risk
29.1.1 Cash flow and fair value interest rate risk

Sensitivity

Profit or loss is sensitive to higher/lower interest income from cash and cash equivalents and debt instruments as a 
result of  changes in interest rates. Other components of  equity change as a result of  an increase/decrease in the 
fair value of  the cash flow hedges of  borrowings and the fair value of  debt investments are measured at fair value 
through other comprehensive income.

Impact on loss
2020

Interest rate – increase by 100 basis points* 62 964

Interest rate – decrease by 100 basis points* (62 964)

* Holding all other variables constant.

29.1.2 Price risk

The company is exposed to price risk because of  its investments in equity instruments which are measured at fair 
value. The exposure to price risk on equity investments is managed through a diversified portfolio, and through the 
use of  option contracts on relevant indexes, where necessary.

The company is not exposed to commodity price risk.

29.2 Credit risk
Credit risk arises from cash and cash equivalents, contractual cash flows of  debt investments carried at amortised 
cost, at fair value through other comprehensive income (“FVOCI”) and at fair value through profit or loss (“FVPL”), 
favourable derivative financial instruments and deposits with banks and financial institutions, as well as credit 
exposures to wholesale and retail customers, including outstanding receivables.

29.2.1 Impairment of financial assets

The group has four types of  financial assets that are subject to the expected credit loss model:

• Trade receivables for sales of  inventory and from the provision of  consulting services;

• Contract assets relating to IT consulting contracts;

• Debt investments carried at amortised cost; and

• Debt investments carried at FVOCI.

While cash and cash equivalents are also subject to the impairment requirements of  IFRS 9, the identified 
impairment loss was immaterial.

29.3 Liquidity risk
The company is exposed to liquidity risk, which is the risk that the company will encounter difficulties in meeting its 
obligations as they become due.

There have been no significant changes in the liquidity risk management policies and processes since the prior 
reporting period. The maturity profile of  contractual cash flows of  non-derivative financial liabilities, and financial 
assets held to mitigate the risk, are presented in the following table. The cash flows are undiscounted contractual 
amounts.

NOTES TO THE CONSOLIDATED  
AND SEPARATE ANNUAL FINANCIAL STATEMENTS continued

for the year ended 30 June 2020
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29. FINANCIAL RISK MANAGEMENT continued
29.4 Financial instruments and risk management
Categories of financial instruments and financial assets

GROUP

Figures in Rand
At amortised 

cost Total

Period ended 30 June 2020

Listed investments (note 8) 103 679 573 103 679 573

Unlisted investments (note 9) 10 824 718 10 824 718

Other financial assets (note 10) 747 500 747 500

Trade and other receivables excluding non-financial assets (note 5) 66 665 66 665

Cash and cash equivalents (note 12) 11 529 361 11 529 361

126 847 817 126 847 817

Year ended 30 June 2019 

Listed investments (note 8) 127 997 965 127 997 965

Unlisted investments (note 9) 22 975 929 22 975 929

Trade and other receivables excluding non-financial assets (note 5) 67 457 67 457

Cash and cash equivalents (note 12) 1 258 515 1 258 515

152 299 866 152 299 866

COMPANY

Figures in Rand
At amortised 

cost Total

Year ended 30 June 2020

Listed investments (note 8) 103 679 573 103 679 573

Unlisted investments (note 9) 10 824 718 10 824 718

Other financial assets (note 10) 747 500 747 500

Loan to group/company (note 11) 8 557 968 8 557 968

Trade and other receivables excluding non-financial assets (note 5) 66 665 66 665

Cash and cash equivalents (note 12) 4 446 358 4 446 358

128 322 782 128 322 782

Year ended 30 June 2019

Listed investments (note 8) 127 997 965 127 997 965

Unlisted investments (note 9) 22 975 929 22 975 929

Other financial assets (note 10) – – 

Loan to group/company (note 11) – –

Trade and other receivables excluding non-financial assets (note 5) 67 457 67 457

Cash and cash equivalents (note 12) 1 258 515 1 258 515

152 299 866 152 299 866

30. PRIOR PERIOD ERRORS
The following prior period errors were corrected in the current year. The effect of  the error is disclosed below. 

There was an opening balance error of  R2 822 883 that was accounted for during the 2020 financial year.
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GROUP COMPANY

Figures in Rand Notes 2020 2019 2020 2019

Revenue 18

Dividends received 1 517 300 2 786 207 1 517 300 2 786 207

Interest received 6 522 256 5 536 253 6 296 428 5 536 253

Sales 82 737 – – –

Total revenue 8 122 293 8 322 460 7 813 728 8 322 460

Other income 19

Profit on sale of  investment 4 814 088 29 788 489 4 814 088 29 788 489

Total other income 4 814 088 29 788 489 4 814 088 29 788 489

Administrative expenses 20

Bank charges (16 003) (72 595) (14 743) (72 595)

Computer expenses (79 498) (130 348) (79 498) (130 348)

Professional fees (1 123 151) (309 309) (1 123 151) (309 309)

Subscriptions (340 341) (399 865) (340 341) (399 865)

Telecommunication (249 534) (147 036) (237 429) (147 036)

Total administrative expenses (1 808 527) (1 059 153) (1 795 162) (1 059 153)

DETAILED INCOME STATEMENT
for the year ended 30 June 2019
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GROUP COMPANY

Figures in Rand Notes 2020 2019 2020 2019

Operating expenses 21

Administration expenses (1 143 153) (10 526) – (10 526)

Advertising (60 566) – (60 566) –

Cleaning – (1 472) – (1 472)

Committee expenses – (3 399) – (3 399)

Consulting fees (1 529 124) (518 459) (1 529 124) (518 459)

Data analysis (32 000) – (32 000) –

Depreciation – property, plant and 
equipment (117 913) (174 635) (117 913) (174 635)

Donations (67 940) – – –

Electricity and water – (18 826) – (18 826)

Employee costs – directors (1 579 449) (748 917) (1 579 449) (748 917)

Employee costs – salaries (2 456 335) (3 847 516) (2 223 124) (3 847 516)

Entertainment (21 593) – (21 593) –

Fines and penalties (16 150) (67 736) (16 150) (67 736)

Health and safety – (667) – (667)

Impairment – (131 394) – (131 394)

Insurance (7 426) (18 371) (7 426) (18 371)

IT support (9 782) – (9 782) –

Lease charges (19 686) – (19 686) –

Legal expense (1 663 985) (682 665) (1 663 985) (682 665)

Management fees (465 707) (433 460) (465 707) (433 460)

Management fees (1 162 129) – (1 162 129) –

Motor vehicle expense – (2 181) – (2 181)

Postage – (216 420) – (216 420)

Printing and stationery (30 348) (548 147) (30 348) (548 147)

Repairs and maintenance (25 370) (3 883) (25 370) (3 883)

Roadshow cost (500 112) (280 342) (471 138) (280 342)

Secretarial fees (231 000) (180 000) (231 000) (180 000)

Shareholder management fee (3 294 050) (1 028 927) (3 294 050) (1 028 927)

Staff  welfare (77 995) (29 401) (77 995) (29 401)

Travel – local (57 582) (302 654) (56 845) (302 654)

Value added tax paid (203 998) – (203 998) –

Website cost (70 000) – – –

Total operating expenses (14 843 393) (9 249 998) (13 299 378) (9 249 998)

(Loss)/profit from operating activities (3 715 539) 27 801 798 (2 466 724) 27 801 798

Finance costs 22

Interest on bank overdraft (65) – (65) –

SARS interest (1 714) – (1 714) –

Selective Empowerment Investments 2 
Limited (61 412) – (61 412) –

Total finance costs (63 191) – (63 191) –

(Loss)/profit before tax (3 778 730) 27 801 798 (2 529 915) 27 801 798

Current tax (38 068) (4 554 821) – (4 554 821)

Deferred tax (3 582 120) – (3 582 120) –

(Loss)/profit for the year (7 398 918) 23 246 977 (6 112 035) 23 246 977



S
elective E

m
p

ow
erm

en
t Investm

en
ts 1

 L
im

ited
   /

   G
ro

u
p

 A
n

n
u

al R
ep

o
rt 2

0
1
9
/
2
0
2
0

80

AGM Annual general meeting

ALBI FTSE/JSE All Bond Index

B-BBEE Broad-based Black Economic Empowerment

CIPC Companies and Intellectual Property Commission

Companies Act Companies Act, 71 of  2008, as amended

COVID-19  Coronavirus disease 2019, an infectious disease caused by severe acute 
respiratory syndrome coronavirus 2 (SARS-CoV-2)

FICA Financial Intelligence Centre Act

FVOCI Fair value through other comprehensive income

FVPL Fair value through profit or loss

GDP Gross domestic product

IAS International Accounting Standards

IFRS International Financial Reporting Standards

IoDSA Institute of  Directors South Africa

IRBA Code Independent Regulatory Board for Auditors

JSE Johannesburg Stock Exchange

King IV™ King IV™ Report on Corporate Governance for South Africa, 2016

OCI Other comprehensive income

OTC Over-the-counter

PAAM Pan-African Asset Management

REMNOM committee Remuneration and nominations committee

SAPY FTSE/JSE South Africa Listed Property Index

SARS South African Revenue Service

SD Seboka Distributors Proprietary Limited 

SEI1 Selective Empowerment Investments 1 Limited

SEI1 Group  Consists of  SEI 1 Limited, the holding company and the 5 subsidiary 
companies namely SEI1 Agri Proprietary Limited, SEI1 Financial Services 
Proprietary Limited, SEI1 Manufacturing Proprietary Limited, SEI1 Services 
Proprietary Limited and Seboka Distributors Proprietary Limited.

SMME Small, medium and micro enterprise

STI Short-term incentive

TGP Total guaranteed package

GLOSSARY
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Northview Shopping Centre
Cnr Malibongwe Drive and Olievenhout Avenue
Northwold

COMPANY SECRETARY 
IKB Company Secretaries Proprietary Limited
Unit 9 Ground Floor
Woodview Office Park
Woodmead
Gauteng 2191

LEGAL ADVISORS
MSMM Attorneys

DATE APPROVED
18 December 2020

DATE ISSUED
9 February 2021

PREPARER
JH Coetzee & Partners
43 Beyers Naude Drive
Lichtenburg 2740
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