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EXECUTIVE SUMMARY 

 

The Small Enterprise Finance Agency (sefa) was incorporated on 1 April 2012 under Section 3(d) of 

the Industrial Development Act as a development finance institution with a mandate to provide 

financial support to SMMEs and Co-operatives.  

As a development finance institution, sefa targets high-risk market segments that are not traditionally 

served by the commercial banking sector. sefa’s operational model has been designed to address this 

market failure by providing finance directly through its regional branch network as well as indirectly 

through wholesale finance and credit guarantee products. To be responsive to the needs of its highly 

diverse and complex target market, sefa provides funding and post-investment support to SMMEs and 

Co-operatives at different stages of the business development cycle and in most sectors of the 

economy.  

Achievements  

sefa reached its 6th year of existence in April 2018. Over these six years, sefa disbursed funding to 

the value of R5.6 billion to 286 678 SMMEs and Co-operatives and facilitated the creation and 

maintenance of 312 570 job opportunities. sefa designed and implemented support programmes to 

respond to the funding needs of the marginalised and excluded SMMEs and Co-operative Enterprises. 

sefa collected a total of R1.9 billion (since inception to 31st December 2018) from funded businesses 

through all its channels against an on-balance sheet total disbursement of R2.9 billion for the same 

period.  

sefa delivered the development impact as mentioned above through three business streams; 

Wholesale Lending (inclusive of the Credit Guarantee Scheme), Direct Lending and Properties 

Management, with different business models, maturity levels and set of challenges while at the same 

time dealing with complexities arising from the merger.  

To execute its mandate effectively, sefa obtains its funding from the fiscus through the MTEF 

allocation, the shareholder (IDC), income earned on investments and donor funding. These funding 

sources play a crucial role in ensuring that funds are available to fund small businesses and co-

operatives. 

The negotiated loan programme partnerships are with various government, private and non-

governmental sector roles players. To this extent, sefa has been tasked to implement two funds, 

namely the Employment Promotion through SMME Support Programme and the Small Business and 

Innovation Fund. 

The Employment Promotion through SMME Support Programme (EPSSP) 

The cooperation between the South African Government and the European Commission culminated 

into a launch of the €52 million Employment Promotion through SMME Support Programme (EPSSP) 

in April 2018.  

A total of €35 million of the EPSSP was allocated to sefa and will be utilised as follows: 

-    €10 million for SMME and Co-operative wholesale lending. The funds will be ring-fenced with the 

view to establishing a Fund for financing SMMEs in the ESD space; 
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-    €20 million is targeted for innovation finance to enterprises in the employment-creating and 

growing sectors such as agro-processing; green economy; tourism, and informal and micro enterprises, 

and  

-    €5 million for technical assistance to be utilised for sefa, funded financial intermediaries and SMMEs. 

The Small Business and Innovation Fund 

During the 2018 State of the Nation Address (SONA), His Excellency, President Matamela Cyril 

Ramaphosa announced the establishment of the R2.1 billion Small Business and Innovation Fund. sefa 

was appointed as an implementing agent for the fund. The fund will be implemented in the 2019/20 

financial year and will operate as a wholesale facility and provide funding to intermediaries on a 

matching principle.  

The two interventions as mentioned above will position sefa as a facilitator of small business finance 

and a small business development finance institution of choice in South Africa. 

Even though the merger took longer than anticipated to complete, sefa managed to create a 

productive work environment with an engaged workforce. There is ongoing work towards building 

one culture at sefa, which is supported by a rigorous talent management program to transform sefa 

as a high-performance organisation. 

The organisation has also maintained an active approach towards managing both the immediate and 

anticipated risks through the effective implementation of Enterprise Risk Management.  In the 2017 

financial year, there was a deliberate decision to tighten the credit assessment process to mitigate the 

growth in loan impairments.  Risk management champions reside at all levels within the organisation, 

from the Board of Directors, the Executive Management as well as each business area.   

sefa also developed and embedded its internal systems and procedures while playing an innovative 

and catalytic role in the market. It should be noted that sefa operations were extremely constrained 

in the early years as Khula Enterprise Finance and the South African Micro Apex Fund were wholesale 

funding institutions with limited direct lending infrastructure, expertise and experience. To counter 

this, sefa consequently focused on strengthening the direct lending funding stream, with the necessary 

processes, capabilities and increased its footprint to most parts of the country. Equally, Wholesale 

Lending embarked on product innovation in informal sector funding, enterprise development and 

structured finance solutions to complement sefa’s total product and service offering.  

All sefa activities were performed within the limits of the funding allocation without experiencing any 

funding shortfalls. Its adherence to good governance practices can also be seen in the unqualified clean 

audits received since inception. 
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Key Challenges and Opportunities 

Through various organisational diagnostic exercises and consultations with various stakeholders, the 

following key strategic challenges were found and in turn impact the effective functioning of the 

organisation.  

Key challenges Opportunities and interventions 

Quality of the loan book - High levels of loan 

impairments, poor customer segmentation, high 

operating cost, compromising market 

perception that is adversely affecting sefa’s 

ability to collect repayments timeously and 

employ consequence management. 

• Improved deal acquisition through strategic 

partnerships 

• Use data analytics for client acquisition and 

post-loan management 

• Pre-investment to improve applications 

quality 

• Concentration limits 

• Portfolio diversification 

Financial sustainability - sefa has 

experienced a decline in its main income streams 

over the past three years, and the loan portfolio 

is not yet scaled to fund loan portfolio growth 

and operations expenditure.  

• Diversify sefa sources of funding.  

• Reduce operating expenditure 

• Grow the loan book 

 

Lack of customer centricity - Lack of an 

active deal origination culture, inadequate post-

investment monitoring, lack of proactive 

customer relationship management strategy, 

poor customer communication post application 

• Increase investment in customer 

relationship:  systems and management 

• Introduce a proactive deal acquisition 

culture;  

• Partner with corporates to generate 

business leads; and 

• Ease the application process or make it 2-

stage: pre-screening and full review (not to 

lose many application leads). 

Risk Management - Enterprise Risk 

Management (ERM) mostly focused on 

Operational Risk Management, Risk culture still 

not entirely embedded in the organisation. 

 

• Embed a risk culture with greater 

accountability in the organisation 

• Development of a risk appetite statement. 

Post Investment and collections – Lack of 

detailed analysis of customer behaviour by 

customer segment or product, NPLs not 

written-off promptly due to the protracted 

external litigation process, the majority of the 

clients are in the start-up phase of the business 

life cycle with little or no collateral. 

• Use of external data to monitor clients and 

offer adequate business support for 

sustainability.  

• Increased investment in relationship building 

with clients. 

• Investment in automated tools to enhance 

collections and communication with clients. 

• Review the loan book and segment the book 

in terms of an active and a legacy loan book. 

The legacy loan book will refer to non-

performing loans and advances up to 31st 

March 2016. 
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• Different collection strategies will be applied 

to the respective books. 

 

Data Analytics - There is no functioning MIS 

and a lack of system integration, no electronic 

customer relationship management strategy, IT 

runs ad-hoc reports as per the requests of the 

business, but there’s no dedicated Business 

Intelligence (BI) unit, no automated analytics 

introduced yet. 

• Use of available data points, of clients and 

prospective clients to improve decision-

making and operational efficiency. 

Property portfolio – poor rental collections 

and high redevelopment expenses 

• Dispose of the properties or transfer to 

other government entities with similar 

function. 

 

The areas of challenges mentioned above, will be unpacked further through a diagnostic exercise that 

will be undertaken through an organisational review project. 

 

2019/20 Strategy  

The 2019/20 Corporate Plan continues to lay out the strategic posture as well as the key deliverables 

and outcomes that the institution plans to pursue in 2019/20 financial year.  

Several strategic engagements between the Board of Directors and Executive Management team took 

place, and they culminated in the 16th -17th November 2018 strategic session. These together with 

further engagements with other key stakeholders resulted in the decision to keep sefa’s strategic 

focus and posture the same. The corporate plan takes cognisance and incorporates the Presidential 

Investment and Job Summit’s recommendations for accelerated support and financing of SMMEs and 

Co-operatives.  

This plan has been developed through a comprehensive consultative process, considering, all the 

legislative requirements as well as policy prescripts governing sefa, the key challenges, both internal 

and external, as well as the material constraints that sefa faces. 

This corporate plan assumes a strategic posture that seeks to strike a balance between the delivery of 

its mandate, the pressing need to be financially sustainable and the priorities identified in the Medium 

Term Strategic Framework (2019 -2024) of the sixth administration. 

 

To this end, the 2019/20 corporate plan focuses on the following deliverables and outcomes: -  

• Scale up the much-needed development impact amongst SMMEs and Co-operatives using 

innovation and leverage while at the same time contributing to the sustainability of funded clients. 

To this extent sefa will introduce a blended financing model in partnership with government 

and the private sector; 
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• Introduce targeted lending programmes in economic sectors identified in the June 2019 State of 

Nation Address for youth owned enterprises and enterprises located in townships and rural 

communities; 

• Scale up and deepen the post-investment support by reducing impairments, improving collections 

and client sustainability; 

• The repositioning of the Direct Lending program and the disposal of the Property portfolio; 

• Reduce operating costs, improve efficiencies, build skills and capabilities.  

• The development of agile business and management information systems for decision-making and 

improving customer interaction and  

• Deepening the collaboration with the Small Enterprise Development Agency (Seda), in particular 

by providing online services to SMMEs and Co-operative Enterprises and pre-investment technical 

support services. 

 

The 2019/20, corporate plan represents the last iteration of sefa’s strategic work programme within 

the government’s broader Medium-Term Strategic Framework (MTSF). The organisation will 

undertake a comprehensive organisational review and make strategic recommendations with regards 

to its future operating model. The Board and Executive Management recognise that sefa must seek 

to strike a balance between the delivery of its mandate and the pressing need to be financially 

sustainable. 

Considering sefa’s strategies to deal with external and internal environmental factors, sefa plans to 

approve loan financing to SMMEs and Co-operatives to the value of R6.6 billion, disburse R4.8 billion, 

support 480 861 enterprises and facilitate in the creation and maintenance of 490 019 jobs over the 

next five years.  

The Corporate plan will be implemented through the following six programmes: 

▪ Programme 1: Increase access and provision of finance to SMMEs and Co-operatives:  

o Sub-Programme: Informal Sector and Micro-Enterprises Finance. 

o Sub-Programme: Wholesale SME Lending. 

o Sub-Programme: Co-operative Enterprise Lending 

o Sub-Programme: Credit Indemnity Scheme  

o Sub-Programme: Direct Lending 

▪ Programme 2: Post Investment/ Workout and Restructuring Management. 

▪ Programme 3: Build an efficient and effective sefa that is performance driven and 

sustainable. 

▪ Programme 4: Build a strong and effective sefa brand emphasising accessibility to 

SMMEs and Co-operatives. 

▪ Programme 5: Governance, Risk and Compliance. 

▪ Programme 6: Property Management 

 

 

 



 

The diagram below provides a summary of the corporate plan outcomes over the five-year planning period. 

 



 

1. STRATEGY OVERVIEW  

 

1.1 Background 

sefa was established in April 2012 as a result of a merger of Khula Enterprise Finance Agency 

(Khula) and the South African Micro Apex Fund (samaf). It was established to streamline the 

provision of access to finance to Small Medium and Micro Enterprises (SMMEs), inclusive of Co-

operative enterprises. sefa functions as both a wholesale lender, capacitating SMME financial 

intermediaries, and as a direct lender to SMMEs and Co-operatives, in support of government 

economic policy. 

sefa is a wholly owned subsidiary of the Industrial Development Corporation (IDC) and derives 

its legislative mandate from the IDC Act No. 22 of 1940 (as amended 2001). sefa reports to 

the Department of Small Business Development (DSBD) and has done so since the re-

organisation of some national departments announced by the President in May 2014. 

sefa reached its 6th year of existence in April 2018. Over these six years, sefa disbursed funding 

to the value of R5.6 billion to 286 678 SMMEs and Co-operatives and also facilitated the creation 

and maintenance of 312 570 job opportunities.  

sefa delivered the development impact as mentioned above through three business streams; 

Wholesale Lending (inclusive of Credit Guarantee Scheme), Direct Lending and Properties 

Management, with different business models, maturity levels and set of challenges while at the 

same time dealing with complexities arising from the merger. Of note is the human capital 

challenges associated with the merger that took longer to bed down. Despite this, sefa managed 

to create a stable working environment with an engaged workforce. 

sefa also developed and embedded its internal systems and procedures while playing an 

innovative and catalytic role in the market. It should be noted that sefa operations were 

extremely constrained in the early years as Khula and the samaf were wholesale funding 

institutions with limited direct lending infrastructure, expertise and experience. To counter this, 

sefa consequently focused on strengthening the direct lending funding stream, with the 

necessary processes, capabilities and increased its footprint to most parts of the country. 

Equally, Wholesale Lending embarked on product innovation in informal sector funding, 

enterprise development and structured finance solutions to complement sefa’s total offering. 

All sefa activities were performed within the limits of the financial allocation without 

experiencing any funding shortfalls. Its adherence to good governance practices can also be seen 

in the unqualified clean audits received since inception. 

sefa’s loan financing programmes focus on black people, women, the youth, township 

entrepreneurs, rural communities and people with disabilities. These programmes are aligned 

with the DSBD's Portfolio Strategy which focuses on the government’s macro-economic 

policies- New Growth Path (NGP), Industrial Policy Action Plan (IPAP) and the National 

Development Plan (NDP). 

sefa funds qualifying business ventures primarily in the following sectors: 

• Services (including retail & wholesale trade and tourism); 

• Manufacturing (including agro-processing); 
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• Agriculture (specifically land reform beneficiaries and contract-farming activities); 

• Construction (small construction contractors); 

• Mining (specifically small-scale miners); and 

• Green industries (renewable energy, waste and recycling management). 
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1.2 sefa’s Organisational and Strategic Context 

The diagram below provides a strategic overview of sefa’s mission statements, core objective, 

values, intended outcomes of its interventions and the organisational journey. 
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1.3 Legislative and Policy Mandates 

With regards to SMME development policies in South Africa, the government considers 

promoting SMMEs to be a shared task, involving a wide range of different national and provincial 

departments, as well as municipalities, non-governmental organisations (NGOs) and the private 

sector. As such, SMME policies are designed to fit within the national policy eco-system, taking 

into account the broader policy environment. 

South Africa’s SMME policy environment is based on different macroeconomic policies. These 

have provided a framework, as well as the mandate and rationale, for SMME development 

strategies and plans thus far. These policies include the following: 

• National Strategy for the Development and Promotion of Franchising in South 

Africa (released in 2000); 

• The Micro-Economic Reform Strategy (published in 2002); 

• The Broad-Based Black Economic Empowerment (BBBEE) Legislation (Amended 

Act, 2013); 

• The Accelerated and Shared Growth Initiative (published in 2006); 

• Industrial Policy Action Plans (published in 2007); 

• The National Industrial Policy Framework (issued in 2007); and 

• The New Growth Path (published in 2011); 

 

sefa’s operations are governed and guided by a wide range of legislative requirements and 

government policies. The table below outlines the most prominent policies and Acts that 

guide and influence sefa’s operations. 

Policies and legislation that guides sefa Operations 

Foundational Policies Sector-Based Policies Legislation 

The National Strategy on the 

Development and Promotion of 

Small Business in South Africa 

(1995) 

Co-operatives 

Development Policy 

(2004) 

National Small Business Act 

(1996; revised 2004) 

 

Integrated Small Business 

Development Strategy (2004 – 

2014) 

Integrated Strategy on 

the Development and 

Promotion of Co-

operatives (2012) 

National Credit Act 

The Integrated Strategy on the 

Promotion of Entrepreneurship 

and Small Enterprises (2005) 

National Informal 

Business Upliftment 

Strategy (2013) 

Industrial Development Act 

 Youth Enterprise 

Development Strategy 

2013-2023 (2014) 

Financial Intelligence Centre 

Act (FICA) 
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1.4 sefa’s Main Business and Funding Activities 

sefa’s main business and funding activities are aligned to the key activities of a development 

financing institution, namely: playing a catalytic role to attract other industry players; funding 

gaps in the market and risk funding aimed at the development of entrepreneurs and addressing 

market failures.  

 

1.5 sefa’s Operating Model 

sefa’s operating model makes provision for financing and business support directly to SMMEs 

and Co-operatives through its regional office network and indirectly through intermediary 

financial institutions such as Retail Finance Intermediaries (RFIs), Microfinance Finance 

Institutions (MFIs), Funds, Joint Ventures (JVs) and Co-operative Financial Institutions (CFIs).  

In addition, sefa administers a Credit Guarantee Scheme that indemnifies banks and other non-

financial institutions which provide credit facilities to small businesses against a possible default. 

sefa also manages Small Business Funds that support and promote SMME and Cooperative 

Enterprises participation in strategic value chains.  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  Consumer Protection Act, 

2008 

 

  Companies Act of 2011 

  Co-operatives Act (No. 14 of 

2005) 

  Short Term Insurance Act  

 

  Promotion of Access to 

Information Act, 2000 

 

  Public Finance Management 

Act (1999 as amended) 
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The diagram below gives an overview of sefa’s operating model. 

 
Figure 1: sefa Operating Model:  Note: Wholesale intermediaries lending facilities is up to R100 million. 

1.6 Alignment with the Department of Small Business Development 

During the 2015/16 planning cycle, DSBD, sefa and Seda embarked on a planning process that 

culminated in the development of a Portfolio Strategic Framework 2015/16 – 2019/20 that fits 

into the overall Strategic Framework for the Small Business Development Portfolio. The 

Portfolio Strategic Framework was developed to foster alignment between the policy 

development process, implementation, greater efficiencies in the utilisation of resources and 

improved service delivery to SMMEs and Co-operatives. 

 

Based on this framework, DSBD, sefa and Seda have agreed on five high level strategic outcome-

oriented goals for the Portfolio Strategic Framework 2015/16 – 2019/20. The five high level 

strategic outcome-oriented goals, goal statements, national policy alignment and sefa’s 

contribution and goals are detailed below.  
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Portfolio Strategic Outcome-Orientated Goals – sefa’s contribution  

Portfolio Strategic 

Outcome-Orientated 

Goal 

Goal Statement 
National Policy 

Alignment 

sefa Contribution and 

Role 

1. Policy and 

planning 

coherence in the 

sector that 

promotes an 

enabling 

ecosystem for 

SMMEs and Co-

operatives. 

The Portfolio will drive policy 

and planning coherence, and an 

enabling ecosystem in the 

sector, by: 

▪ Providing direction and 

leadership to the industry 

broadly and across all three 

spheres of government. 

▪ Leading evidence-based 

legislative, regulatory and 

policy review and 

refinement. 

▪ Leading and strengthening 

IGR mechanisms and fora to 

improve coordination with 

national departments, 

agencies, provinces and 

municipalities. 

NDP and MTSF Sub-

Outcomes: 

4.3.2: Measure and 

reduce delays and 

unnecessary red tape 

around authorisations 

needed for provincial 

investments. 

7.6.1: Promote 

sustainable rural 

enterprises and 

industries in areas with 

economic development 

potential.  

• sefa will implement 

streamlined business 

processes to reduce 

application turnaround 

times and customer 

complaints. 

• 45% of sefa funding 

will be channelled to 

priority rural 

provinces (Limpopo, 

Mpumalanga, 

Northern Cape, 

Eastern Cape, Free 

State and North West) 

2. Equitable access to 

responsive and 

targeted products 

and services that 

enables the growth 

and development 

of SMMEs and Co-

operatives. 

The Portfolio will ensure 

equitable access to responsive 

and targeted products and 

services by: 

▪ Coordinating and 

integrating support 

services to small 

businesses and Co-

operatives, in particular, 

those in townships and 

rural areas. 

 

NDP and MTSF Sub-

Outcomes: 

4.5.2: Township and 

rural economies 

supported and report 

on the impact in terms 

of the number of 

business supported, the 

value of the grant 

approved and 

geographic location of 

the supported 

businesses.  

  

sefa’s loan programmes 

are targeted at the 

following groups – youth, 

women, rural communities, 

township-owned 

businesses and business 

owned by entrepreneurs 

with disabilities.   

3. An enhanced 

contribution to 

socio-economic 

development 

outcomes by the 

sector. 

The Portfolio will enhance the 

sector’s socio-economic 

contribution by: 

▪ Monitoring and evaluating 

the impact of investments 

made in small business 

development and the 

sector’s contribution to 

economic growth and job 

creation, to inform evidence-

based decision-making. 

▪ Strengthening support to 

ensure the mainstreaming of 

NDP and MTSF Sub-

Outcomes: 

Outcome 4: Decent 

employment through 

inclusive growth. 

Outcome 7: Vibrant, 

equitable, sustainable 

rural communities 

contributing towards 

food security for all. 

  

sefa contributes to socio-

economic development by: 

In the 2019/20 FY, sefa will 

fund over 90 172 SMMEs 

and Co-operatives and in 

the process facilitating over 

91 967 jobs 
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Portfolio Strategic 

Outcome-Orientated 

Goal 

Goal Statement 
National Policy 

Alignment 

sefa Contribution and 

Role 

the sector into the formal 

economy. 

4. Sound governance 

and the optimal 

utilisation of 

available 

resources. 

The Portfolio will ensure sound 

governance, effectiveness and 

efficiency in its operations 

 

NDP and MTSF Sub-

Outcomes: 

Secondary to Outcome 

12: An efficient, effective 

and development-

oriented public service. 

sefa’s Governance, Risks 

and Compliance 

programme is focussed at 

ensuring effective 

institutional management 

aimed at pro-actively 

identifying and mitigating 

institutional risks, 

compliance and the 

effective utilisation of 

resources.  

5. A professional and 

capacitated SBD 

Sector. 

The Portfolio will build a cadre 

of capable and skilled 

professionals in the sector. 

Building human resource 

capacity and promoting a 

culture of high performance. 

▪ Supporting efforts to 

promote an entrepreneurial 

culture across society. 

NDP and MTSF Sub-

Outcomes: 

Secondary to Outcome 

5: A skilled and capable 

workforce to support 

an inclusive growth 

path. 

sefa will invest in a 

National Mentorship 

Programme to support its 

funded clients during the 

investment phase. 
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2  PERFORMANCE REVIEW 

 

2.1 Reflection on sefa’s Performance Over the Past 6 Years 

Despite experiencing challenges associated with merging of institutions (Khula and samaf), 

the introduction of the Direct Lending funding stream and capacity challenges of financial 

intermediaries in Wholesales Lending sefa’s cumulative performance outperformed the annual 

performances of its predecessor institution(s). 

This confirms the rationale for the merger and a synergistic output of sefa’s business model, 

that is being a direct lender and the crowding-in of the capacity of both the private sector as 

well as other non-governmental organisations. 

Notable performance indicators over the past six years are: 

• Average loan disbursements R1billion per annum. 

• Supported 45 000 businesses per annum. 

• Facilitated 50 000 jobs per annum. 

• Facilitated economic inclusion of black, women and youth-owned businesses as well as 

rural-based enterprises. 

• sefa has received six years of unqualified clean audits 

 

sefa has established a network of 81 access points throughout South Africa: 

• 10 sefa offices  

• 47 co-located offices with Seda, IDC and other partners 

• 24 specialised access points through Wholesale Partners 

 

2.2 Development Impact 

Through its funding, sefa has unlocked the latent potential in small businesses, thus enabling 

them to participate effectively in key sector value chains. The diagrams below depict sefa’s 

investment activity, the number of enterprises financed, and jobs facilitated and the 

development impact in relation to target groups. 
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2.2.1 sefa’s Investment Activity 

 

  

Figure 2: Approvals and Disbursements 2013-2018 

The level of approvals declined over the period (2013-2018) from R1billion to R446 million. 

The decline was due to the stagnant South African economy which resulted in the low quality 

of funding applications from SMMEs and low conversion rate of approvals because of the 

tightening of credit requirements to curb rising impairments. 

2.2.2 Impact of sefa Funding 

The utilisation of sefa funds in these businesses had a significant impact on income generated 

for entrepreneurs, employees, suppliers and increased spending in the economy. The funding 

activities of sefa contributed to the generation of revenue for the State through the payment 

of direct and indirect taxes.  

 

Figure 5: Jobs and SMMEs Financed 2013-2018 

440

1 065 
1 009 

1 109 

827

446

198

822

1 294 

1 168 

1 076 

1 313 

0

200

400

600

800

1000

1200

1400

2012/13 2013/14 2014/15 2015/16 2016/17 2017/18

Approvals Disbursements

Approvals & Disbursements: 2012/13 - 2017/18 YTD

2012/13 2013/14 2014/15 2015/16 2016/17
2017/18

YTD

# of SMMEs Funded 28 362 46 407 68 724 54 833 43 211 45 141

# of Jobs Facilitated 19 853 46 402 60 169 75 670 55 997 54 389

0

10 000

20 000

30 000

40 000

50 000

60 000

70 000

80 000
Number of SMMEs Funded & Jobs Facilitated



 

22 
sefa Corporate Plan Financial Year 2019/20 

2.2.3 Funding to Targeted Groups 

 

Figure 3: Funding to targeted groups 2013-2018 

The relatively high developmental impact of sefa is illustrative of the need for sefa-type funding 

and the gap that sefa currently fills. The pro-active partnership selection and innovative 

structuring of investments stimulated the impact of its activities. These outcomes were also 

supported by the funding provided to micro and informal enterprises, which dominate sefa’s 

impact in number terms. This was achieved in an environment of declining business confidence. 

Women-owned businesses received disbursements of R2.0 billion over the past six years, while 

youth-owned businesses received over R1.2 billion and R2.3 billion was disbursed to priority 

rural provinces. 

In 2018 alone, 45 141 businesses were funded, facilitating the maintenance and creation of 

54 389 jobs. The number of enterprises financed and jobs facilitated is a significant contribution 

relative to comparable institutions in South Africa. 

 

2.3 Other Achievements 

sefa maintained a relatively high developmental impact despite dealing with most of the 

complexities associated with its merger process. Priority was given to acquisition and 

development of skills and competencies, organisational culture, staff commitment as well as 

embedding of sefa values.  

As part of sefa’s mandate to consolidate the small business funding environment, we have 

increased our disbursement capacity and reaching more businesses, while contributing 

positively to the economy. We have also enhanced our partnership activities through strong 

a Private Public Partnership model (PPP).  

sefa has gone to great lengths in ensuring that it develops and embeds its internal systems and 

procedures while at the same time, playing a catalytic role in the market. In future this will be 

intensified as there is a recognition that sefa must play a key role in building financial 

inclusiveness for SMMEs through world-class systems and accurate data analytics for decision-

making. sefa’s robust internal audit function guides and ensure compliance with policies and 
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procedures and to provide for self-correction and improvement resulting in six consecutive 

years of unqualified clean audits. 

sefa created the new direct lending funding stream with the necessary footprint to provide 

accessibility to those previously neglected. Currently, sefa has 81 access points throughout 

South Africa, 24 of which are specialised access points through our wholesale partners. 

Moreover, the sefa brand has been positioned to emphasise the accessibility of its products 

and service to SMMEs and Co-operation Enterprises. 

The drive to reduce impairments in the direct lending portfolio has resulted in improved 

investment quality, collection rates as well as a lower portfolio-at-risk for investments made 

after April 2016. Workout and restructuring capacity has been established, while sefa’s 

mentorship panel has also been enhanced through the accreditation of 128 consulting 

companies. 

The dynamic wholesale lending activities were characterised by product innovation in informal 

sector funding, enterprise development platforms and new structured finance solutions. The 

Division facilitated donor funding to the value of €35 million of which €5 million will be 

directed towards technical assistance to sefa. The Khula Credit Guarantee (KCG) product has 

been converted into a compliant insurance product with a new focused approach to the 

market. 

sefa embarked on a customer-centricity initiative through the investment in customer 

relationship management (CRM) training and improvement in the CRM business process.  This 

and other systems improvements, turnaround times also started to fall within the corporate 

target range. More initiatives around increasing sefa’s responsiveness will be undertaken in 

the new financial year. 

sefa has implemented phase one of the FinFind1 project, to improve access and quality of 

finance applications. The Finfind project will be enhanced and expanded, in its pilot phase it 

had increased applications and increased the pipeline of fundable deals to sefa. 

 

 

 

 

 

 

 

 

                                                            
1 Finfind is an innovative, online platform that automatically matches the seekers of business finance with appropriate 

funders from a comprehensive, up-to-date database of more than 450 SMME finance offerings from the public and private 

sector funders in South Africa. (www.finfind.co.za) 
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2.4 Lessons Learnt 

As a learning organisation, sefa is not oblivious to the need to adapt to the changing business 

environment in South Africa. As such sefa has been adaptive and made significant adjustments to its 

lending model from lessons learnt from its target market, stakeholders as well as internal experiences. 

These include, amongst others, the following: 

Lessons’ learnt sefa adaptability 

sefa needs to develop a more 

robust and targeted approach 

towards township and rural 

SMMEs. 

Township and rural economies require that sefa 

develop targeted programmes and new modalities to 

identify and target those SMMEs who are finance -ready 

and/or to help them become prepared for funding. 

sefa must intensify leverage 

through partners. 

sefa recognises that to fulfil its mandate, it must partner 

with a wide range of like-minded partners in the SMME 

ecosystem who will increase its leverage but also allow 

it to maximise its reach and amplify its limited resources 

sefa needs to develop a virtual 

infrastructure and automated 

business processes. 

sefa needs to develop and implement IT system 

automation and innovate around technology solutions 

sefa needs to strengthen its 

partnerships with other DFIs 

and non-governmental 

organisations. 

sefa must become an active agent in the further 

development and enhancement of an ecosystem and in 

creating an enabling environment for the various 

stakeholders it serves. 

Due to the lack of adequate 

collateral, a focused, 

relationship-based and pro-

active post-investment 

monitoring approach. 

sefa has adjusted its philosophy away from a cradle-to-

grave approach and implemented a dedicated focus on 

impairment reduction interventions, which are now 

starting to reap benefits. Additionally, capacity building 

programmes focus on PIM team are being implemented. 

Productivity measures will be deployed to drive 

towards High-Performance team. 

The need to improve the level 

of impairments in the Direct 

Lending Portfolio. 

Besides the creation of a dedicated focus on post-

investment support and collections, the Direct Lending 

activities entered a period of deliberate consolidation 

to allow for improvement in the process before it could 

be ramped up. Systems and procedures are developed, 

skills have been enhanced through training, while 

templates and checklists have been designed to assist 

Investment Officers. 

New focused operating models 

are required to support the 

informal sector 

The Wholesale Lending Division started to play a pro-

active role in the micro-finance market by supporting 
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Lessons’ learnt sefa adaptability 

innovative pilot projects that will reduce the cost of 

lending to the informal sector. 

The Direct Lending portfolio 

has high over-exposure to the 

construction sector where 

cession of payment was not 

obtained or properly effected. In 

addition, due to the over-

reliance on walk-in clients, 

Direct Lending has on-boarded 

clients across various sectors 

that it did not have the specialist 

skill to assess the risks 

associated with those sectors 

adequately. 
 

The Direct Lending Division has, therefore, made the 

strategic choice to focus on four core sectors in its 

2019/20 investment strategy, i.e. Contract Finance, 

Franchise, Small Scale Manufacturing and Commercial. 

The sectors are not only in line with national priorities, 

but also in job-creating sectors. Each core sector will 

have sector concentration caps that will ensure that 

Direct Lending is not overly exposed to one sector.  

sefa needs to be responsive to 

the needs of its target market 

and to develop appropriate 

product and value propositions 

for those markets. 

It therefore initiated an innovative approach to product 

development, which include, amongst others, the 

piloting of untested models (FinFind), the development 

and implementation of new products such as structured 

finance solutions, sefa Micro-direct, supplier credit, 

portfolio guarantees, a purchase order loan product, a 

scheme focusing on the funding requirements of 

entrepreneurs with disabilities and guarantees aimed at 

the non-banking sector. 

Partnership selection 

monitoring is critical in the 

successful implementation of 

wholesale facilities, pilot 

projects and structured finance 

solutions 

The Wholesale Lending Division has therefore 

improved its verification methodologies of the 

capabilities of strategic partners to deliver on their 

respective mandates. Periodic review sessions involving 

all key stakeholders are being implemented to obtain 

congruency in learnings and understanding of the 

different stages in the planning and implementation. 

Non-financial support is of 

critical importance to assist new 

entrepreneurs in dealing with 

internal and external challenges 

experienced.  

sefa has therefore appointed a pool of mentors to 

assist in supporting its portfolio clients. The PIM team 

has implemented site visits to understand the needs of 

SMMEs and better support best them.  
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Lessons’ learnt sefa adaptability 

Lack of adequately skilled staff 

for Direct Lending complex 

due-diligences. 

Human Capital interventions ranged from: 

(a) refocusing of the business to adjust to skills levels;  

(b) Re-allocation of staff to positions more appropriate; 

(c) role clarity and focus;  

(d) detailed performance management; e-learning 

interventions;  

(f) recruitment;  

(g) leadership coaching;  

(h) consequence management;  

(i) staff engagement;  

(j) Internal capacity support;  

(k) value and culture initiatives. 

Low uptake of Khula Credit 

Guarantee from Commercial 

Banks. 

The sefa responses included:  

(a) Extending the Credit Indemnity Scheme to non-bank 

financial institutions;  

(b) Introduction of portfolio guarantees;  

(c) Roll-out of guarantee to facilitate supplier credit;  

(d) Active training and marketing of Indemnity Scheme 

to financial institutions to stimulate current products; 

(e) Supporting a National Treasury-led study on Partial 

Credit Guarantees;  

(f) Financial Service Conduct Authority (FSCA) 

compliance;  

(g) Efficient processing for approvals and claims. 

 

 

 

 

 

 

 

 

 



 

27 
sefa Corporate Plan Financial Year 2019/20 

3 KEY STRATEGIC CHALLENGES and OPPORTUNITIES 

 

Notwithstanding the successes mentioned above, sefa is faced with significant strategic challenges with 

opportunities as tabulated in the table below. These challenges and opportunities have been identified 

through various organisational assessments and engagement with different stakeholders. 

Challenges Interventions 

Quality of the loan book: high levels of loan 

impairments, poor customer segmentation, high 

operating costs, compromising market 

perception (moral hazard) that is adversely 

affecting sefa’s ability to collect repayments 

timeously and employ consequence 

management. 

 

• Actively diversify portfolio both within the 

MFI sector as well as in Direct Lending.  

• Develop customer intelligence for existing 

and target clients incorporating internal and 

external data sources, Leverage technology 

to optimise the pre-decision stage of the 

loan application process –decision in principle’.  

• Develop collection culture and processes to 

increase the propensity of customer 

repayment. 

• Balance portfolio to enhance the impact and 

reach while managing concentration risk (i.e. 

smaller loans, higher volumes). 

• Partnerships and performance management 

to better drive acquisition and service 

strategies. 

• Actively help build key client sectors, e.g. in 

microfinance. 

Financial sustainability (Budget allocations to 

sefa have been declining)  

 

 

• sefa needs to diversify sources of funding.  

• A focus on greater cost management, loan 

repayments and collections. 

• Quality loan book to grow income. 

• Need to sweat existing assets and 

capabilities.  

• Dispose of or transfer of the loss-making 

property portfolio 

Lack of customer centricity (lack of an active 

sales culture, investment officers are reactive, 

lack of proactive customer relationship 

management strategy, customer communication 

post application) 

 

• Introduce a proactive deal acquisition 

culture through strategic partnerships that 

will provide a steady quality deal flow. 

• Partner with corporates to generate leads –

their suppliers 

• Ease the application process or make it 2-

stage: pre-screening and full review (not to 

lose many application leads).  

• Consider industry campaigns to attract new 

clientele. 
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Challenges Interventions 

Risk Management  

(1) Enterprise Risk Management (ERM) mostly 

focused on Operational Risk Management, Risk 

culture still not entirely embedded in the 

organisation, new/revised policy and procedures 

not yet implemented.  

(2) Credit Risk Management – lack of 

documented risk acceptance triggers by product 

and segment, limited sector and industry 

analysis, lack of a risk rating model for wholesale 

lending, no credit risk appetite statement, no 

credit system automation, PD/LGD manually 

calculated for IFRS 9 

 

 

• Expand the scope of the Risk Management 

Unit should to ensure sufficient coverage 

and attention to all risks 

• Risk Management Unit should identify all risk 

liaising with related units and measure, 

monitor and report to the Board Audit and 

Risk Committee; they should aggregate risks 

for monitoring and reporting. 

• Ensure all credit risk management reports-

activities are reported to the Board Audit 

and Risk Committee. 

• Ensure that risk is clearly understood by all 

staff. 

• Establish credit risk acceptance triggers, i.e., 

descriptions of quantitative and qualitative 

parameters by segment. 

• Conduct detailed industry analyses for key 

industry sectors within the portfolio; risk 

acceptance trigger should be set up based on 

industry/sector analysis, and red flag/early 

warning signals monitored with these 

triggers. 

• Better utilise customer scoring for decision 

making, pricing, provisioning, monitoring and 

Early Warning (EW) systems, NPL 

classification. 

• Define risk rating for Wholesale Clients 

• Establish differentiated credit processes 

based on specific criteria, e.g. establish fast 

track analysis and approval for low amounts 

and particular products (taking into 

consideration compliance, regulatory 

requirements).  

• Establish a separate process to monitor 

related party exposure.  

• Develop a capital/funding strategy for Direct 

Lending and Wholesale Lending. 

Post Investment and collections – lack of 

post-investment and collections policy including 

early warning signals, lack of detailed analysis of 

customer behaviour by customer segment or 

product, NPLs not written-off in a timely manner 

due to the protracted external litigation 

• Enhance the Post Investment Collection 

Procedure and early warning signals by using 

technology. 

• Use of external data to monitor clients and 

offer adequate business support for 

sustainability.  
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Challenges Interventions 

processes and the majority of the clients are in 

the start-up phase of the business life cycle with 

little or no collateral. 

• The utilisation of credit Bureau information, 

customer visits and intelligence reports to 

proactively identify possible high-risk clients 

and potential defaulters. 

• Review the loan book and segment the book 

in terms of an active and a legacy loan book. 

The legacy loan book will refer to non-

performing loans and advances up to 31st 

March 2016. 

• Different collection strategies will be applied 

to the respective books 

Data Analytics - There is functioning MIS and 

a lack of system integration, no electronic 

customer relationship management strategy, IT 

runs ad-hoc reports as per the requests of the 

business, but there’s no dedicated Business 

Intelligence (BI) unit, no automated analytics 

introduced yet. 

 

• Prioritise CRM development and ensure it 

has a full 360 customer view (volume of 

business, customer value, wallet, history, 

profitability). 

• Segment existing customers based on their 

wallet/value and repayment history.  

• Consider digitisation of the credit files. 

 

RISK ANALYTICS 

• Create Early Warning Signals models based 

on the past repayment behaviour 

• Develop models for the analysis of portfolios 

of intermediaries. 

• Analyse historical data of the non-

performing customers to identify those that 

have higher propensity to move back to 

performing status and work individually with 

them. 
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4 CURRENT OPERATING ENVIRONMENT  

sefa is mandated to operate in a high-risk market segment where funding is directed to 

businesses that will not be able to obtain financing from the private sector (addressing a market 

failure). sefa is a highly complex and diverse business and is currently constrained by external 

and internal challenges. 

4.1 Situational Analysis 

General Economy 

South Africa’s economic performance has remained subdued for most of sefa's existence and 

weakened even further in recent times following the loss of confidence on both the consumer 

and business front and the resultant sluggish demand.  The economic performance has also been 

characterised by increasing levels of unemployment and labour disputes. This subdued economic 

environment has had an adverse impact on other key economic indicators such as the 

government’s budget deficit, which is projected to reach 4% of gross domestic product (GDP) 

by 31st March 2019. The government finances have been constrained by increasing and 

competing demands while the tax base has been shrinking. 

The effect of the sluggish economic conditions is also felt by the business sector in general and 

SMMEs and Co-operatives in particular given the latter’s high sensitivity to prevailing economic 

conditions.  The government inability to adequately capitalise sefa also has an unintended 

consequence on sefa as this constrains the agency’s ability to extend its reach to finance more 

businesses. 

Distressed economic conditions have a double effect on SMMEs and Co-operatives:  

• On the one hand, the high unemployment rate, which stood at 27.5% during the third 

quarter of 2018, and has been on average, 27% over the past three years, compelled most 

people to venture into the business out of necessity and not necessarily due to identified 

business opportunities.   

• On the other hand, low consumer and business confidence weigh heavily on household 

consumption expenditure, production activity and fixed investment. SMMEs and Co-

operatives consequently experience strain through a reduction of orders, none or late 

payment of creditors as well as general uncertainty.  

 

There is a strong consensus that 2019 will see an improvement in global economic growth, with 

synchronised strength in the US, Eurozone and emerging markets, except for China, as its 

growth is projected to ease further. The global GDP is expected to grow at an annual average 

rate of 3.8% during 2018-2022 (IMF), compared to 3.6% over the past three years. Despite the 

low export propensity of South African SMMEs and Co-operatives, improving global conditions 

could lead to improved export opportunities for such entities. Export opportunities might be 

more prevalent in the rest of the African continent, which is expecting Regional GDP growth 

of 3.6% p.a. for 2018-2022, compared to the 1.4% estimated for 2019 (IMF). 

The South African economy is also expected to see an increased in some economic activity in 

light of the optimistic global economic outlook. This augurs well for trade activities, business 

and consumer confidence levels. The SA economy is expected to expand at 1.6% p.a. on average, 
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for the period 2018-2022 (IDC projections). While this is an improvement compared to the 

previous year’s performance, this growth rate still falls short of the 5.4% NDP's average annual 

growth target needed to put a dent on the income inequality, unemployment and poverty. 

To this end, a more concerted effort is critical to enforce public sector procurement of locally 

produced goods, whether via product designation or improved localisation initiatives. The 

increased focus on localisation should, in turn, enhance, sustain or open market opportunities 

for SMMEs and Co-operatives participating in various industries.  

Furthermore, the investment summit and job summit led by the Presidency will have positive 

spin-offs, with additional investments anticipated across many sectors of the economy. 

4.2 SMMEs & Co-operatives 

The latest Real State of Entrepreneurship Survey 2018 published by the Seed Academy indicated 

the following insightful findings that are relevant for sefa's strategic orientation: 

• Female entrepreneurs are still in the minority but showed some improvements in 2018, but 

the gap between male and female entrepreneurs is narrowing.  

• Youth entrepreneurship still struggling. The research shows that entrepreneurs under 35 

are struggling compared to those who are >35 years. 

• Entrepreneur data shows that revenues surveyed in 2017, as well as 2018, are under 

pressure and hardly growing. Reflecting the subdued economic growth, the SA economy is 

facing. 

• Most entrepreneurs are still going solo.  A slight decline from last year, 63% of businesses 

surveyed were founded by one person, 29% have no employees and 64% of them operate 

from home. This might be due to the size of the businesses that responded but building 

capacity should be encouraged for sustainability. 

• Sectors strongly represented in the findings reflects a weak alignment to the Government's 

priority sectors. Top five sectors preferred by entrepreneurs are; Wholesale /Retail, 

Tourism, Manufacturing, Construction and Professional services (Marketing and 

Consulting). Priority sectors for Government include Manufacturing, Construction, Utilities 

and Telecoms. 

• Only 5% of businesses surveyed have a turnover of greater than R5m, 22% of the sample 

have revenues of less than R10k per annum, and the remainder (26%) have an income of 

between R50-R100k per annum. 

• An analysis of female-run businesses in the survey shows that female entrepreneurs generate 

more robust turnovers than male-run business, with 21% of female entrepreneur’s average 

turnover of R500k – R1m per annum. 

• >30% have indicated that accessing financial support will help them take their businesses to 

the next level.  

• Access to markets and financing are top challenges where support is required. These are 

cited by entrepreneurs as follows: access to markets (67%); and financing issues (37%). 

• Most businesses are funded by their owners, friends and family. >95% of businesses are 

financed by a combination of the owner's funds and funds from owners' friends and family. 

However, less than 10% (2018) had tried to apply for funding from banks and DFIs with the 

others having different reasons for not applying, one of which is that they don't know where 

to go. 
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• Many entrepreneurs indicated that the process of applying for funding is too long – more 

than 30% reported that they don’t know where to look for sources of finance. 

 

The latest South African SMME Access to Finance Report (2017) published by the FinFind indicated 

the following insightful findings that are relevant for sefa's strategic orientation: 

• There is a significant funding gap for SMME credit; the report estimates that it is between R86 

– R346 billion per annum. It notes that this is a compelling but untapped market opportunity 

for the South African economy. 

• Start-ups and micro-businesses are currently underserved, despite the government and the 

private sector has more than 338 funding products available. More than 161 funders are 

providing both development and business finance. 

• Median size loan required by micro-businesses is R300,000, and small businesses typically need 

R1m. 

• The report indicates that low human capital and lack of skills are still a barrier to accessing 

capital. 81% of funders require financial statements to assess creditworthiness, and 70% 

require management accounts in the application process. 

 

 

 

Figure 4: South African SMME Access to Finance Report (2017) 

4.3  Key Stakeholders Expectations 

sefa understands how diverse and varied are the numerous stakeholders it serves. As a strategic 

role player in the SMME finance sector, sefa continues to play a catalytic role in crowding in 

key financial players that provide financial support to SMMEs and Co-operatives who promote 

financial inclusivity. To this extent, we have formed strategic relationships with government 

(national, provincial and local), state-owned enterprises, non-governmental organisations, the 

private sector and international donor organisations. 

 

1. Small businesses & co-operatives expect the appropriate financial intervention to support the 

start-up and growth of their businesses; 
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• Appropriate products & services 

• Efficient turnaround times 

• Flexibility when in difficulty because of their financial performances 

• Effective customer relationship management 

• Reasonable loan pricing 

• Accessibility & visibility (physical & internet) 

 

2. The Executive Authority (DSBD) expects sefa: 

• To deliver on its mandate and greater alignment on the implementation of the economic 

policy, 

• Increase its developmental impact and be more pro-active in identifying solutions to this 

target market needs. 

• Good governance and effective reporting 

 

3. The shareholder (IDC) expects sefa to lend responsibly to become financially sustainable. 

 

4. The Parliamentary Portfolio Committee: 

• Expects sefa to do more to promote the inclusion of the previously disadvantaged 

individuals into the mainstream economic activities;   

• sefa needs to explore ways of playing a catalytic role of redressing the inequality of the 

past.   

• sefa must enhance its support to the township and rural-based enterprises. 

• Increase funding to co-operative enterprises, promote and develop a co-operative eco-

system (Co-operative banks, social mobilisation, deepening partnerships for co-operative 

development, etc). 
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4.4 Strengths, Weaknesses, Opportunities and Threats (SWOT) Analysis 

Management conducted a strategic assessment of the sefa operating environment. The table 

below provides a high-level view of the strengths, weaknesses, opportunities and threats. 

Strengths Weaknesses 

• Uniqueness and relevance of sefa’s mandate 

• National presence of sefa – Regional office 

network and its partner institutions 

• Capacity to convene and mobilise strategic 

partners and alliances 

• Ability to facilitate innovation (new product 

development) 

• Good governance (unqualified clean audit with 

no findings) 

• In-house loan administration system 

(sefaLAS). 

• Business development support through Khula 

Institutional Support 

• Complementary relationship with Seda. 

• IDC institutional and financial support 

• Legacy issues resulting from the merger 

o human capital 

o properties 

o certain old partnerships 

• The high cost of lending to SMMEs & Co-

operatives 

• Quality of the Loan Book deteriorated 

resulting in high impairments 

• Organisational capabilities & culture 

• Non-integrated product design, offering, 

processes and accessibility 

• Low uptake of the Credit Indemnity Scheme 

• Socio-economic responsibility that creates a 

cost structure that requires subsidisation. 

Opportunities Threats 

• Political support to grow sefa’s loan book 

• Massive demand for SMME & Co-operative 

finance 

• Public sector 30% procurement set aside 

• Private   sector   enterprise   development 

(ED) activities and BEE code alignment 

• Leveraging of R15,5 billion allocation to 

SMMEs & Co-operatives across government 

departments 

• Grant   funding   opportunities   &   Fund 

Management 

• Relationship with public sector and DFIs  

• Local Economic Development opportunities 

through relationships with municipalities & 

traditional authorities. 

• Co-locating with other DFI partners will have 

an impact on the sefa operating model. 

• Use big data and analysis to understand 

customer needs.  

• Increased appetite for SMME development 

• Partnering with other NPC’s to creating a 

viable ecosystem for SMMEs. 

• Low levels of capitalisation resulting in an 

unfunded mandate 

• The high-risk target market  

• Lacklustre recovery in macro-economic 

conditions 

• Sub-optimal entrepreneurial eco-system 

• Fiscal constraints and reduced MTEF allocation 

• The unwillingness of certain entities to provide 

cessions of payments 

• sefa financial sustainability 

• Declining state public finances due to poor 

fiscal management by SOEs 

• private sector players may consume sefa's 

mandate in providing access to inclusive finance 
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5 STRATEGIC ORGANISATIONAL REVIEW  
 

Best practice on SMME finance institutions indicates that the following are critical success factors in 

the management of a successful SMMES lending institution.  

 

• Affordable and patient capital, 

• Public confidence,  

• Skilled staff,  

• Branch network or efficient and cost-effective access points, 

• Competent management,  

• The composition of board expertise,  

• Use of modern technology and  

• Use of diversified and innovative products that meet the dynamic needs of the clients. 

 

The establishment business case for sefa was approved during the 5th administration of government 

and guided the organisation’s strategy in the context of the government Medium Term Strategic 

Framework (MTSF). As we enter the end of the current administration, sefa will conduct a 

comprehensive organisational review during the first quarter of the financial year (FY 2019/20). The 

recommendations and implementation plan will form a strategic roadmap with regards to the 

organisations future operating model, products and structure.  

 

The review will be commissioned via an independent expert with proven expertise in SMME and Co-

operative development. The table below depicts a high-level reflection of the investigation. 

Review Dimension Focus Area 

Operating model 

 

• Products and services 

• sefa’s current delivery and distribution 

model 

• Target customer segments 

• Intermediaries and sefa Partners 

Financial sustainability 

 

 

• Funding sources 

• The value proposition for new funding 

partners 

• The capitalisation of sefa and KCG 

Structure and People 

• Culture alignment and creating a high-

performance  

• Talent and Skill development strategy 

• Optimising organisational performance 

• Critical skills and competencies 

Risk Management  

 

 

• Organisational risk culture  

• Risk maturing level and management system 

• Governance and effective reporting 

• Corporate risk appetite statement 

• Credit risk model – with big data for better 

prediction of client behaviour/payment 
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Review Dimension Focus Area 

Post Investment and Collections 

• Post Investment Policy 

• Enhance collections function 

• Support services for SMMEs to build 

sustainability 

Systems and Processes 

• Automation of both customer and back-end 

processes and systems 

• Development of Management Information 

System (MIS) that supports strategic 

decision-making. 

Customer-centricity • Lack of an active deal origination culture,  

• Inadequate post-investment monitoring,  

• Proactive customer relationship 

management strategy,  

• Customer communication post application 

Stakeholder Management • Identification and management of the diverse 

stakeholder expectations 
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6 SEFA'S KEY FOCUS AREAS - 2019/20 

 

The 2019/20 Corporate Plan was compiled through a consultative process that includes: Ongoing 

engagements and quarterly reporting to the Portfolio Committee on Small Business Development; 

Regular engagements with the Executive Authority and the shareholder; Internal engagements with 

staff and management and; a strategic planning session with the Board of Directors. The 2019/20 

Corporate Plan is informed by Governments’ economic policy (NDP, IPAP, NGP, MTSF); the DSBD 

Strategy Framework and the IDC objectives. 

As part of sefa’s drive towards improvement and sustainability, sefa has highlighted eight key focus 

areas to drive its strategy. These focus areas are: 

• Scale up the development impact amongst SMMEs and Co-operatives using innovation and leverage 

while at the same time contributing to the sustainability of funded clients. To this extent sefa will 

introduce a blended financing model and operationalise the Small Business and Innovation Fund; 

• Introduce target lending programmes in economic sectors identified in the June 2019 State of the 

Nation Address for youth owned enterprises and enterprises located in townships and rural 

communities/villages; 

• Scale up and deepen the post-investment support by reducing impairments, improving collections 

and client sustainability; 

• The repositioning of the Direct Lending program and the development of a plan to position the 

Property portfolio within the broader government SMME support system. 

• Reduce operating costs, improve efficiencies, build skills and capabilities;  

• The development of agile business and management information systems for decision-making and 

improving customer interaction; and  

• Deepening the collaboration with Small Enterprise Development Agency, in particular by providing 

online services to SMMEs and Co-operative Enterprises and pre-investment support services 

In developing its strategic roadmap, sefa took cognisance of the following material constraints: 

• sefa’s Unfunded Mandate: The mismatch between the funding-need by the SMME and Co-

operatives sector (10% of GDP) and the capitalisation level of sefa indicates the existence of an 

unfunded mandate.  

 

• sefa’s socio-economic development costs: As a development finance institution, sefa cannot 

fully employ measures that are at the disposal of commercial financiers. sefa’s socio-economic 

development responsibility impacts directly on its costs and financial sustainability. These 

responsibilities include geographic accessibility throughout the Republic, affordable pricing of its 

products, funding to a high-risk and vulnerable market segment (such as start-ups), un-

collateralised lending, provision of non-financial services (business support/mentorship), a 

patient/developmental approach to non-paying clients/tenants, management of the non-core 

property portfolio and the protection of jobs within sefa.  

 

• Internal capacity challenges relating deal origination and post-investment management 

The following changes will be made to the business model: 
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• Collaboration with the international donor community for technical assistance to sefa as well 

as syndication opportunities in the Wholesale Lending Division with particular focus on the 

establishment of targeted sectorial funds and funds targeting youth, township and rural 

communities/ villages; 

• The Direct Lending Division has made the strategic choice to focus on four core investment 

sectors namely, Contract Finance, Franchise, Small Scale Manufacturing and commercial. The 

products are not only in line with national priorities, but also in job-creating sectors. Each 

core product will have sector concentration caps that will ensure that Direct Lending is not 

overly exposed to one sector.  

• Introduction of new low-risk, high volume products such as the Invoice Discounting and the 

proposed Township Financing Solution. 

• Sale of sefa-owned properties, subject to government processes. 

• Accelerated automation of critical processes with data analytical capabilities. 

Based on the assessment of the strategic operating environment and operational performance, the 

following key focus areas have been identified.   

 

 

Figure 5: sefa's Strategic Objectives 

sefas’ programmes are elaborated in detail in Annexure 2. 

a. Scale up innovatively and deepen sefa’s development impact 

• Intensify leverage through innovative new partnerships within the eco-system. 

To increase the organisational outreach and the depth of its impact and complement its 

financial and programme implementation capacity, sefa will invest in strategic partnerships 

with multilateral and donor organisations. In addition, sefa will pursue partnerships with 

Corporate South Africa on enterprise development, broaden the Khula Credit Guarantee 

Facility to non-banking institutions and implement a new approach to Co-operative lending 

by leveraging financial and non-financial resources of other role players. In Direct Lending 

these partnerships are intended to assist in driving the sector investment strategy through 

building a quality transaction pipeline with ring-fenced support to SMMEs that are linked 
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to a specific strategic partner programme via blended financing instruments to reduce the 

gearing in their businesses.  

• Introduce new and innovative products such as Direct Lending Invoice 

Discounting and the Township Financing Solution. Invoice discounting will address 

a market failure, which is currently prevalent in the funding of government sector invoices. 

The product has been designed to be a high volume, high revenue and a low-cost offering 

and will be instrumental in moving the Direct Lending Portfolio towards financial 

sustainability. The Township Financing Solution is geared to support enterprises that 

operate in the townships with cheaper input goods, credit, business management support 

and logistics.  

A new blended funding model comprising of grant and loans plus co-funding with partners 

and lending institutions will be provided to qualifying entrepreneurs to reduce the cost of 

funding, gearing levels and sefa’s exposure. 

b. Support long-term client sustainability  

• Implement an integrated service delivery model with Seda and the IDC. sefa 

will focus on the alignment and co-operation with Seda and the IDC as key players in the 

eco-system. The model aims to provide seamless support to its client base with an 

objective to provide development support (financial and non-financial) and to contribute 

to the long-term sustainability of SMMEs and Co-operatives.  

Over the MTEF period collaboration will focus on the development and implementation 

of Small Business Online Services, National Small Business Call Centre, Small Business App 

and One-stop shop Small Business Service Centres (co-location at district level).  

The collaboration with Seda will have a strong focus on business process and system 

integration to deliver integrated business support to SMMEs and Co-operatives.    

Joint programme and project structures will be established to facilitate co-operation at the 

different levels of the respective organisations. 

• Intensify post loan mentorship support from diagnostics to pro-active support. 

In 2017/18, sefa accredited a diverse and competent post loan mentorship panel. The 

initiative aims to provide customised and decentralised mentorship support to sefa funded 

clients. sefa also designed an automated tool and system for the matching of mentors and 

clients and to manage this business support initiative. During the first phase, the focus was 

placed on the diagnostic analysis of sefa’s Direct Lending clients, which found certain 

common challenges such as inadequate understanding of business management, lack of 

financial systems, poor record keeping, low skills level of staff and limited operational 

systems. The second phase is intended to intensify direct and customised support 

interventions based on the development needs of each of its clients. 

• Invest in intermediary sustainability. sefa will evaluate its current base of 

intermediaries to assess the feasibility of developing enhanced strategic partnerships with 

them. Interventions will also be designed to improve the sustainability of intermediaries 

through capacity building projects and improved capitalisation. sefa will consider taking up 

equity stakes to strategically enable the agency to deliver its mandate cost-effectively, 

ensure that targeted intermediaries are sustainable, have more resilient capital structures 

and ability to leverage capital market funding. 
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c. Reduce cash leakages by turning around under-performing portfolios 

• Improved Direct Lending investment quality. Reducing impairments in the Direct 

Lending portfolio will be based on the Sector Investment strategy which targets four core 

sectors in its 2019/20 investment strategy, i.e. Contract Finance, Franchise, Small Scale 

Manufacturing and Commercial. The products are not only in line with national priorities, 

but also in job-creating sectors. Through a targeted product driven investment strategy, 

Direct Lending will be able to achieve the following: 

• Portfolio diversification incorporating longer-term investments with more significant 

impact and more sustainable jobs 

• Develop in-house sector specialist skills that will ensure improved quality 

investments 

• Improved financial sustainability of Direct Lending through higher collections and 

lower impairments. 

 

• Enhanced pre-emptive monitoring and collections of problematic debtors. As 

SMMEs and Co-operatives are disproportionally sensitive to changes in internal and external 

environments, timeous interventions such as business support and rescheduling of debt 

facilities are critical to ensuring loan repayments. In an uncollateralized environment, 

monitoring of a portfolio must be relationship and systems-based. Such pre-emptive 

monitoring will be enhanced and adequately capacitated to ensure regular client 

engagements/visits and through automating the detection of pre-emptive signals. The Post-

Investment Monitoring Division will further differentiate its collection methodologies to be 

developmental in approach towards distressed clients but will act decisively on delinquent 

clients motivated by moral hazard. 

• Disinvestment and transfer of property portfolio. sefa will explore ways of enabling 

tenants or third parties to purchase a large portion of properties and transfer the remaining 

portfolio to institutions that have property management capacity within the state. 

d. Move toward financial sustainability 

• Work towards attaining a 100% cost-to-income ratio. Financial sustainability for sefa 

is measured against its ability to serve SMMEs and Co-operatives in the long term 

increasingly.  Over the MTEF period, the focus is on sefa’s ability to operate within the 

available sources of funding, maintaining positive cash balances (cost-to-income ratio of 

100%) and to protect the sefa equity position. In the longer-term (post-MTEF), however, 

sefa must move to a situation where it grows its equity and reserves by consistently making 

profits after the government grant. With the current focus on a cost-to-income ratio of 

100%, sefa will implement stringent income enhancement and cost containment measures. 

o Income enhancement will be obtained through (a) the review of the pricing 

model to reflect the risk and cost of sefa realistically; (b) the introduction of new, 

high-volume and low-cost income-generating products such as income discounting 

and the proposed new Township Financing Solution; (c) increased management 

fees earned by increasing sefa’s fund management activities. Specific emphasis will 

be placed on the potential management of the government’s planned SME 

Innovation Fund. 
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o Cost containment measures will be introduced by (a) reducing the leakage 

created by the Direct Lending and Properties portfolios as described above; (b) 

containment of staff costs by only filling critical positions; (c) the exploration of 

shared services with parent and sister institutions.  

• A differentiated approach to funding – During the planning period, the MTEF funding 

will be complemented by the utilisation of IDC debt. Off-balance sheet funding, through 

donor organisations such as the European Union, will also be utilised to extend the 

developmental reach of the agency. This will require segmentation of the business activities 

into subsidised and non-subsidized components with differentiated funding mechanisms. The 

IDC debt will be applied to non-subsidised income-generating investment funding, while the 

MTEF grant funding will be used for activities that require subsidisation.   

 

e. Improved efficiency and effectiveness 

• Organisational review  

sefa will review and benchmark it's business activities and products. This review will not 

only assess sefa’s operational efficiency but also make proposals regarding its effectiveness. 

As part of this analysis, proposals relating to international best practice will be considered 

to augment sefa’s operations.  

 

• ICT system automation 

The utilisation of appropriate information and communication technology (ICT) and data 

analytics has globally become key to efficient and effective lending practices to SMMEs and 

Co-operatives. System solutions create value for business and improve analytics to enable 

management to measure and direct operations. Service automation and continuous 

improvement of processes is a key component for the ICT environment to reduce costs 

and efficiency of the environment. A new focus area will be on data analytics that will focus 

on customer analytics and risk analytics to develop an improved understanding of clients’ 

needs, more efficient allocation of front office resources, deepening of the relationship of 

high potential customers, increased profitability, better risk assessment and higher recovery 

rates. 

 

• Human capital development 

sefa recognises the need for an appropriate skills-set that is driven by a high-performance 

culture. This is critical to support the delivery of the strategic mandate. Currently, sefa is 

in the second phase of its journey towards a High-Performance Organisation (HPO) which 

is aimed at strengthening performance culture through talent optimisation and improved 

work efficiencies. During the year ahead, strategic workforce planning and human capital 

focused on cost-saving interventions will be implemented. Measures will also be introduced 

to increase productivity and to address any barriers to employee productivity. This will be 

done through an organisational design review, targeted employee development and right 

skilling and productivity measurement. 
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7 PROJECTED DEVELOPMENT IMPACT 

During the 2019/20 financial year, sefa plans to approve loans to the value of R930 million. In 

respect of injection into the economy, sefa plans to disburse R794 million over the same period.  

This annual injection is expected to support 90 178 SMMEs and Co-operatives, who will in turn 

help create and sustain over 91 997 jobs.  

The table below further outlines the expected developmental impact in terms of targeted 

groups, particularly women, youth, businesses operating in townships and those run by 

entrepreneurs with disabilities.  

Loan Approvals  R930 million 

Disbursement to loan beneficiaries via all product channels R794 million 

Number of enterprises financed 90 178  

Number of jobs facilitated (created and sustain) 91 997 

Disbursements to black-owned enterprises  R665 million 

Disbursements to women-owned enterprises  R448 million 

Disbursements to youth-owned enterprises  R239 million 

Disbursements to township-based enterprises  R324 million 

Disbursements to entrepreneurs with disabilities R16 million 

Disbursements to enterprises located in village and rural communities  R448 million 

Disbursements to enterprises - value less than R500k (Number of enterprise) 89 952 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

NB: The development impact derived from the EU’s Employment Promotion Fund through SMMEs Support 

Programme is included in the above table. 
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8 FINANCIAL IMPLICATIONS 

 

8.1 Financial sustainability 

Financial sustainability remains a key focus area for sefa. 

For sefa financial sustainability is defined as is our ability to continue to fulfil our mandate to develop 

sustainable SMMEs and Co-operatives through the provision of funding. 

For sefa to be financially sustainable, assets have to be preserved, and the Agency must operate within 

the limitations posed by cash resources available. This entails growing the loan portfolio in a 

responsible manner which will subsequently increase the revenue base. The operational costs of sefa 

have to be closely monitored whilst ensuring operational efficiency.  

The following funding requirements exist as a result of sefa’s mandate and business model: 

Funding requirement Details 

Permanent grant funding - 

Impairment subsidy 

The developmental impact of a loan issued is taken into account when 

loans are priced. This results in sefa being unable to price loans for 

the actual risk taken which results in impairments not being funded 

by loan interest. 

Temporary capital funding The loan portfolio of sefa is not currently scaled to generate income 

to cover loan portfolio growth as well as operational expenses. 

Capital funding is required to fund disbursements. The IDC has made 

a loan available for capital funding, and sefa has to require loan 

portfolio growth within the available capital funding. 

Temporary grant funding The investment portfolio is currently not scaled to generate adequate 

income to fund operating expenses. This funding requirement will 

reduce over time as the portfolio grows. 

Grant funding for Khula Credit 

Guarantee  

The regulatory environment of Khula Credit Guarantee requires that 

all loan portfolios indemnified must be secured by reserves. This 

wholly owned subsidiary of sefa needs funding to meet capital 

adequacy requirements for a more significant portfolio to be 

guaranteed.   

Temporary grant funding for the 

investment property portfolio 

The investment property portfolio is not currently subsidised and is 

generating significant cash losses for the sefa group and a strategic 

decision has been taken to dispose of the portfolio as per Minister 

Zulu’s directive by 2021/22 to mitigate the risks associated with 

financial sustainability. 

 

sefa will have to be recapitalised or negotiate the repayment terms of the shareholder’s loan to ensure 

sustainable growth in the loan portfolios beyond the 2024 financial year.  
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8.2 Income and sources of funding 

The diagram depicts sefa’s funding sources. 

 

Figure 6: Sources of income 2014 - 2024 

Total revenue over the planning period of 5 years amounts to R2.4 billion.   

sefa has been experiencing a decline in all three of its main income streams since 2017. 

• The primary source of income for sefa remains the MTEF allocation of R765 million over 

the three year MTEF period with an average annual increase of 5.5% per annum over the 

three years. The government subsidy, to be applied as an interest subsidy on sefa’s loan 

programmes, credit guarantee programme, mentorship support and other non-recoverable 

cost items amounts to R1.3 billion over the planning period.   

• The second largest source of income is interest income generated from loans and advances. 

Interest from lending operations is expected to increase annually in line with the projected 

growth in the respective loan portfolios.   

• Interest earned on cash investments is anticipated to increase annually because of increasing 

cash balances and forecasted increases in the prime lending rate. 

The above statements assume projected drawdowns on the IDC loan facility of R320 million in addition 

to the R150 million already drawn. This loan facility forms part of sefa’s initial funding structure as per 

the signed loan agreement between sefa and IDC.  

The approved facility amounts to R640 million and does not attract any interest or fees. The loan is 

subject to a 60 (sixty) month capital moratorium where-after the loan is repayable over 120 months. 

The first instalment is payable on 31 July 2023. This loan is restricted to on-lending purposes only.  
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Borrowing Plan 

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

R150m R170m R- R- R10m R140m 
 Note: if the disposal of the property portfolio does not materialise as planned, sefa will access the IDC loan facility.  

sefa is managing funds on behalf of other organisations which have an interest in increasing access to 

finance to SMMEs but may not wish to create their own lending operations. The critical factor in 

pitching and or accepting third-party funds is the alignment to the strategic objectives and expected 

outcomes from sefa interventions in the SMME sector. These funds are not ordinarily consolidated 

into the sefa group balance sheet and are governed by Agency Agreements/Memoranda of 

Agreement/ Service Level Agreements. The funds leveraged from other players through such 

transactions contribute to sefa’s development impact outcomes. 

sefa is currently responsible for managing the Land Reform Empowerment Facility, the Godisa 

Enterprise Development Fund and has recently been appointed as an implementing agent for the EU 

funded €52 million Employment Promotion through SMME Support Programme and the R2.1 billion 

Small Business and Innovation Fund. 

sefa does not currently have adequate resources available to cover operating expenses as well as loan 

portfolio growth. The funding shortfall necessitates funding from the IDC to grow the loan portfolio. 

sefa previously received a government allocation under the Economic Competitiveness Support 

Programme (ECSP) to lessen the effects of the global financial crisis. The ECSP was discontinued, thus 

heightening the need to draw down the IDC loan facility. 

8.4 Expenditure 

Total operating expenditure over the planning period amounts to R2.4 billion, comprising of personnel 

expenditure, movement in impairments, investment property expenditure and other operating 

expenditure. Personnel expenses remain the most significant cost contributor. sefa has performed 

well in maintaining other operating expenses, and this trend is set to continue. Investment property 

expenses are expected to decline because of the decision to dispose of the property portfolio.  

 

       Figure 7: Operating Expenses 2014 – 2024   
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sefa intends to make a strategic investment in process automation to decrease its cost of doing 

business. sefa will also apply a headcount freeze in non-critical positions.  

 

Total operating expenses excluding impairments, over the planning period will increase with an 

annual average of 2% per annum which is below expected inflation. 

      

 

Figure 8: Impairments on Investments, Loans and Advances (2014 - 2024) 

The gradual annual increase in impairment charges from 2020 to 2024 is due to the annual rise in 

disbursements. This assumes an average impairment of 28% on loans and advances disbursed. 

 

 

Figure 9: Fair Value Adjustment and Finance Charges (2014 - 2024) 

The shareholder’s loan between sefa and IDC does not attract interest per the shareholder’s loan 

agreement. The accounting policy of sefa requires that a financial liability has to be recognised at 

fair value on initial recognition. This resulted in a day one gain realised directly in shareholder’s 

reserves which are amortised through finance charges in the statement of comprehensive income 

over the term of the loan. 
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IFRS 9 – Financial Instruments 

IFRS 9 is an International Financial Reporting Standard (IFRS) promulgated by the International 

Accounting Standards Board (IASB) and will be effective for sefa in the 2018/19 financial year. 

The Standard impacts on the classification and measurement of financial instruments which has a 

significant effect on financial institutions. The method on which impairments are calculated under 

IFRS 9 is more forward-looking than what was required under the previous accounting standards. 

An independent expert has been appointed to perform a gap analysis between the previous 

classification and measurement of financial instruments versus that required under IFRS 9. 

Impairment models are being developed as part of the assignment. 

Based on information gathered and analysed to date, sefa does not anticipate any changes in the 

classification of its loans and advances. The method on which impairments are calculated is more 

extensive under IFRS 9 than the previous accounting standard where IFRS 9 aims to recognise the 

expected credit loss of the financial instrument on the day the instrument is acquired.  

sefa has always had an aggressive approach to recognising impairment losses in the direct lending 

portfolio and have incorporate principles similar to that of IFRS 9 under the previous standards. 

An approach that differs from IFRS 9 has been followed in the past on recognising impairments in 

the Wholesale Lending portfolio. Impairment losses were only recognised where there was an 

indication or event of impairment.  

The overall impact of IFRS 9 on sefa will be fully quantified before the 2018/19 year-end. 



 

8.5 Statement of Comprehensive Income  

 

NB: sefa may budget for a deficit in terms of regulations applicable to schedule 2 entities. 
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8.6   Statement of Financial Position  

 



 

50 
sefa Corporate Plan Financial Year 2019/20 

8.7 Cash flow statement 
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9 PERFORMANCE INDICATORS 

 

 

In its pursuit of contributing to the triple challenge of unemployment, poverty and inequality, 

sefa has identified several strategic objectives.  It thus uses the balanced scorecard to measure 

the impact derived from implementing these strategic objectives against the desired outcomes. 

The accompanying table outlines both the actual 2017/18 organisational performance, projected 

2018/19 and 2019/20 targets. Historically, funds were disbursed to priority provinces, but in 

2019/20FY to rural communities and villages. 

 

 

The sefa Balanced Scorecard for 2019/20  

 

 

Perspective Objective  Measure 
Actual 

2017/18 

Projected 

2018/19  

Target 

Indicator 

2019/20 

Weight 

    Approvals 446 345 546 030 929 784 10% 

C
u

st
o

m
e
r 

P
e
rs

p
e
c
ti

v
e
 

Access to 

finance by 

SMMEs and 

development 

Impact  

Total disbursements to 

SMMEs and Co-

operatives (R'000) 

1 313 027 657 517 793 930 10% 

Number of SMMEs and 

Co-operatives financed  
45 141 89 328 90 178 5% 

Number of jobs 

facilitated 
54 389 91 300 91 997 5% 

Facilities disbursed to 

youth-owned (18-35 

years old) enterprises 

(R’000) 

204 476 197 566 239 229 5% 

Facilities disbursed to 

enterprises in villages 

and rural communities 

(R’000) 

462 546 384 382 448 055 5% 

Facilities disbursed to 

women-owned 

businesses (R’000) 

416 432 384 382 448 055 5% 

Facilities disbursed to 

black-owned businesses 

(R’000) 

902 687 517 861 665 255 5% 

Disbursements to 

township-based 

enterprises (R'000) 

45 679 288 278 324 254 5% 

Facilities less than 

R500K disbursed to 

end-users - number of 

enterprises (20116/17= 

R451m)  

44 981 89 248 89 952 5% 

Facilities to people with 

disabilities (R’000) 
8 801 13 150 15 949 5% 

Level of customer 

satisfaction  
75% 80% 85% 5% 
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Perspective Objective  Measure 
Actual 

2017/18 

Projected 

2018/19  

Target 

Indicator 

2019/20 

Weight 

Sub-Total        70% 

F
in

a
n

c
ia

l 
P

e
rs

p
e
c
ti

v
e
 

Building sefa 

financial 

sustainability 

Cost-to-income ratio 

before impairments 
77% 72% 83% 10% 

Accumulated 

Impairment provision 

as a percentage of total 

loans and advances 

(excluding Direct 

Lending disbursement 

prior to 1 April 2016) 

28% 38% 33% 7.5% 

Collection Rate (All in 

cash) 
n/a n/a 85% 7.5% 

Sub-Total        25% 

P
E

O
P

L
E

 

L
E

A
R

N
IN

G
 A

N
D

 

G
R

O
W

T
H

  

  

Labour turnover rate of 

critical strategic 

positions 

4.94% 7% 10% 2.5% 

Percentage of staff (P – 

Band and above) that 

scores 3.1 or more in 

the annual performance 

assessment. 

79% 80% 80% 2.5% 

Sub-Total  5% 

Total   100% 

 

*Note: measurement indicator highlighted in red font indicates the new measurement indicator  
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9 ANNEXURE 1 – DEVELOPMENT IMPACT PROJECTIONS 

 

Approvals and Disbursements 

Approvals and 

Disbursements 

Projected 

2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 5 Years 

Value of 

Approvals: small 

& medium 

enterprises 

(R'000) 546 030 929 784 1 179 040 1 348 989 1 481 376 1 620 731 6 559 920 

Value of 

disbursements: 

small & medium 

enterprises 

(R'000) 657 517 793 930 937 121 1 021 738 1 012 357 1 053 414 4 818 560 

 

Enterprise and Jobs 

Enterprises 

Financed and 

Jobs 

Facilitated 

Projected 

2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 5 Years 

No of SMMEs 

and Co-

operatives 

Financed  89 328 90 178 93 371 96 751 98 652 101 909 480 861 

No of Jobs 

Facilitated 

(created and 

sustained) 91 300 91 997 95 363 98 586 100 381 103 691 490 019 

Development Impact 

Development 

Impact 

Projected 

2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 5 Years 

Disbursements 

to black-owned 

Enterprises 

(R'000) 566 461 665 255 769 382 832 885 828 703 861 388 3 957 612 

Disbursements 

to women-

owned 

Enterprises 

(R'000) 384 382 448 055 515 719 557 339 555 089 576 838 2 653 040 

Disbursements 

to youth-

owned 

Enterprises 

(R'000) 197 566 239 229 282 224 307 645 304 866 317 217 1 451 181 

Disbursements 

to township-

owned 

Enterprises 

(R'000) 288 278 324 254 364 523 390 591 390 961 405 765 1 876 094 

Disbursements 

to enterprises 

owned by 

entrepreneurs 

with Disability 

(R'000) 13 150 15 949 18 815 20 510 20 324 21 148 96 745 
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Development 

Impact 

Projected 

2018/2019 2019/2020 2020/2021 2021/2022 2022/2023 2023/2024 5 Years 

Disbursements 

to enterprises 

located in 

village and rural 

communities 

(R'000) 384 382 448 055 515 719 557 339 555 089 576 838 2 653 040 

Disbursements 

to enterprises - 

number less 

than R500k 89 248 89 952 93 092 96 440 98 348 101 595 479 426 

 Note: Historically, funds were disbursed to priority provinces, but in 2019/20FY to rural communities 

and villages. 

 

ANNEXURE 2 – DETAILED PROGRAMMES STRATEGIES 

 

To ensure effective implementation of the Corporate Plan, the following programmes have been 

formulated: 

▪ Programme 1: Increase access and provision of finance to SMMEs and Co-operatives:  

o Sub-Programme: Informal Sector and Micro-Enterprises Finance. 

o Sub-Programme: Wholesale SME Lending. 

o Sub-Programme: Co-operative Enterprise Lending 

o Sub-Programme: Credit Indemnity Scheme  

o Sub-Programme: Direct Lending 

▪ Programme 2: Post Investment/ Workout and Restructuring Management. 

▪ Programme 3: Build an efficient and effective sefa that is performance driven and 

sustainable. 

▪ Programme 4: Build a strong and effective sefa brand emphasising accessibility to 

SMMEs and Co-operatives. 

▪ Programme 5: Governance, Risk and Compliance. 

▪ Programme 6: Property Management 
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PROGRAMME 1: ACCESS TO FINANCE FOR SMMES AND CO-

OPERATIVES 

 

sefa will collaborate with seda, other government entities and the private sector in utilizing their 

grant/incentive offerings to develop a blended funding model that will directly benefit SMMEs. A 

blended finance model involves the mixing of grants and loans with the aim to lower the cost of capital 

for borrowers, increase access and improve the chances for the survival and sustainability especially 

for early-stage enterprises that require lower gearing and patient capital. By adopting a blended funding 

model, sefa will, in effect, strengthen SMME capital structures and consequently increase their chances 

of sustainability.  

Further, the blended funding model will enable leveraging of sefa’s funding to achieve higher 

development impact through the crowding in of investment to SMMEs.  

Sub-Programme: Informal Sector and Micro-Enterprises Finance 

sefa services survivalist and micro businesses owned by people in their personal capacity and in juristic 

persons/registered entities through intermediaries and strategic partnerships. Survivalists and micro 

enterprises were estimated at 3.49 million and 1.7 million respectively by the FinScope Small Business 

Survey of 2010. The number of such informal businesses also increases as the unemployment level 

increases. It can be further deduced that income generated from survivalist enterprises falls short of 

minimum income standards expected for families living above the poverty line and that they hardly 

invest meaningful capital.  

 

The larger informal businesses, popularly referred to as micro enterprises, may have broken the 

poverty barrier line, but are still precariously close to it. They need support to grow their enterprises 

to small and medium-sized businesses to fully escape poverty and provide job opportunities to their 

disadvantaged communities, hence the need for a consistent supply of credit to microenterprises at a 

large scale in South Africa.   

 

Purpose of Programme 

To increase and innovatively expand access and reduce the cost of end-user financing to informal and 

micro-enterprises, particularly those in rural and peri-urban areas  

Analysis of Performance 

The table below depicts the performance of the programme for the period April 2012 to March 2018 

Performance criteria Performance 

Approvals R417 million 

Approvals to productive sectors R39 million 

Disbursements to end-users R1,05 billion 

Accumulated Loan Impairments 75% 

No of SMMEs financed 250 644 

No of jobs facilitated (created and maintained) 297 051 

Development Impact – Disbursements  

Black-owned enterprises R976 million 

Youth-owned enterprises R186 million 

Women-owned enterprises R1,02 billion 
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Township-based enterprises R16 million 

Priority Provinces R937 million 

Disabled enterprises R0,3 million 

Enterprise ≤ 500k 250 644 

In the past, sefa channelled its microenterprise loans to end users predominantly through 

Microfinance Intermediaries.  While these intermediaries often require subsidies to remain 

operational, they have perfected credit delivery methodologies that reach significant numbers of 

informal and microenterprises, but some had substantial deficiencies in their governance, financial 

management of internal operations and collection of outstanding debtors.  In 2016, sefa explored 

other channels of servicing the un- and under-served informal and micro-enterprises to support sector 

focused and larger microenterprises at a subsidised cost. sefa introduced micro-direct pilots such as 

the Fresh Produce Market product (implemented in Durban and Mangaung) and Structured Finance 

Solutions where partners provide business development support to enterprises but require a 

developmental financier to complete the service provision to the supported enterprises. However, it 

remains costly to fund and collect high risk and small loans. Technology platforms will be developed 

to enable scaling up, effective collection, ongoing monitoring and development support. 

The micro-enterprise and informal sector financing sector faces a set of unique challenges that 

include (1) limited sector skills, (2) weak intermediary balance sheets, (3) high transaction costs, and 

(4) limited available financial resources to build and support the sector. The following are some of the 

more general observations about the sector that need to be addressed in developing its appropriate 

support strategies: 

a) A significant number of informal and microenterprise business owners are not necessarily 

entrepreneurs. Many of them are forced by circumstances to go into business, hence the term 

“survivalists”. As survivalists, their commitment is to provide for the needs of their families 

and will most likely abandon their businesses if they found a “better” source of livelihood. 

Long term plans and programmes to provide financial support to survivalist businesses are 

often compromised by the weak commitment of their owners to go beyond just supporting 

their families.   

b) Supporting the informal and microenterprise sector is key to increasing financial inclusion 

particularly the unemployed-, black-, women-, and youth- owned informal and micro 

enterprises. It is not necessarily a sustainable business model in sparsely populated and remote 

communities. The limited financial support base to reach end users in townships and remote 

and rural areas means that many of them will go without assistance and will continue in the 

long term to rely on state offered social security grants. The limited MTEF allocation enables 

sefa to reach far less informal and microenterprises relative to demand. A small portion of 

the EU EPSSP budget and technical assistance will be used to create a sustainable regulatory 

and financing environment for a vibrant and sustainable microenterprise sector.  

c) sefa does not guarantee the availability of capacity building grants and subsidised interest rates 

on loans to MFIs that are struggling to survive. The general lack of local sources of grants, the 

inability of MFIs to diversify their sources of funding and statutory limitations placed on them 

by the National Credit Act virtually wipes away all the possibilities of building their businesses 

to sustainability, particularly when local economies are severely distressed.    

d) Microenterprise Credit Support Channels in RSA have weak balance sheets and do not have 

a sustainable enterprise lending base without the option of huge subsidies. The four-year-old 
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strategy of providing micro-direct credit to end users also has proven to be too costly to 

sustain, leaving multiple approved Structured Finance Solutions (SFSs) unimplemented.  

The FPM project has not yet realised its full potential. The implementation in Mangaung and Durban 

has been handicapped by a lack of dedicated support and weak collaboration with the various 

stakeholders that include the relevant Municipalities. The preliminary evaluation also revealed that 

while the sefa Credit System (a system specifically designed to manage the Markets project) was 

designed correctly and works according to specifications, the processes that support the system need 

to be strengthened if defaults must be contained.  

 A review of capacity requirements and budget for implementation of micro-direct projects will be 

conducted in 2019/20, and depending on the results of that review, the implementation capacity of the 

project will either be strengthened or a decision to discontinue will be taken. 

Notwithstanding the challenges faced, sefa, through its microfinance unit: 

• Cumulatively disbursed more than R1billion to over 250 000 informal and micro enterprises 

over the six years ending March 2018. 

• Provided funding support to eleven Microfinance Institutions and entered into Co-operation 

Agreements for implementation of Structured Finance Solutions with several Corporates and 

donors, which included Coca Cola Beverages South Africa, Transnet and International Labour 

Organisation.  

• Approved facilities to support the revitalisation of several township economies in Gauteng. 

The R15 million Thuthukani Hawkers Association and sefa/Transnet collaboration projects 

will support informal traders in the KATORUS area and other areas such as Soweto; 

• Strengthened the Coca Cola Beverages South Africa (CCBSA) partnership and made significant 

strides in implementing the pilot to support the youth participating in the “Bizniz-in-a-Box” 

enterprise development programme in Welkom, Phokeng and Port Elizabeth;  

• Tested the ground-breaking technology-based credit vetting platform to assist informal buyers 

at the Fresh Produce Markets. This platform was utilised at the Durban and Mangaung Fresh 

Produce Markets; 

• Negotiated a partnership with the Wholesale and Retail SETA (W&R SETA) to provide 

business development training for the informal and microenterprises, beginning in Mangaung 

in February 2019; and 

• Set up the infrastructure required to implement the Disability programme involving the 

provision of credit to people with disabilities receiving contracts under the Department of 

Public Works. 

 

Strategic initiatives 2019/20 

For the 2019/20 financial year, the Informal and Micro-enterprise Finance programme will focus on 

the following strategic initiatives: 

Strategic Initiative 1 – Grow a quality loan book  
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• Promote the growth of developmental MFI market in collaboration with the European Union 

and other like-minded bodies in the country and establish microfinance performance standards 

based on African benchmarks; 

• Collaborate with the two leading MFIs to extend credit to informal and microenterprises in 

underserved Provinces and incubate two small but performing MFIs.  

• Advocate for a reasonable entry for International microfinance institutions, to operate as 

Microfinance banks with diversified financial offerings (full financial inclusion packages). 

Strategic Initiative 2 - Develop strategic partnerships with like-minded organisations to 

enhance an integrated eco-system 

• Build and expand existing and new corporate partnerships like Coca Cola Beverages South 

Africa (CCBSA), DPW and enterprise development hubs  

• Establish new channels such as the agency model to reach informal and micro enterprises in 

townships and villages where no intermediaries exist. 

• Partner with, and leverage private and public resources to enhance and strengthen end-user 

businesses;  

 

Strategic Initiative 3 - Develop new products  

• Leverage on the EU funding to develop risk-sharing mechanisms for supporting the MFIs 

• Design flexible and tailored products to service the broader needs of microenterprises 

• Establish a creative partnership with the Post Bank to promote financial inclusion for informal 

business and microenterprise owners (credit and savings). 

Informal Sector and Micro-Enterprises Finance Strategic Outputs 

 

 Strategic Indicator   

2018/19   2019/20  2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

 Value of Approvals to informal 

sector and micro enterprise 

intermediary on-lending institutions 

(R'000)  20 000 101 538 112 110 123 737 130 133 140 877 337 385 

 Value of Disbursements to informal 

sector and micro enterprise 

intermediary on-lending institutions 

(R'000)  176 998 178 423 184 766 191 742 195 580 202 026 554 931 

 Value of disbursements: End Users 

in the Informal and Micro- 

Enterprise sectors (R'000)  353 996 356 846 369 532 383 484 391 160 404 052 1 109 862 

 No of informal and micro 

enterprises financed  88 499 89 212 92 383 95 871 97 790 101 013 277 466 

 No of Jobs Facilitated (created and 

sustained)  88 499 89 212 92 383 95 871 97 790 101 013 277 466 

 Disbursements to black-owned 

informal and micro enterprises 

(R'000)  353 996 356 846 369 532 383 484 391 160 404 052 1 109 862 

 Disbursements to women-owned 

owned informal and micro 

enterprises (R'000)  247 797 249 792 258 672 268 439 273 812 282 836 776 903 

 Disbursements to Youth owned 

informal and micro enterprises 

(R'000)  106 199 107 054 110 860 115 045 117 348 121 216 332 959 
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 Strategic Indicator   

2018/19   2019/20  2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

 Disbursements to township-owned 

owned informal and micro 

enterprises (R'000)  212 398 214 108 221 719 230 090 234 696 242 431 665 917 

Disbursements to owned informal 

and micro enterprises owned by 

people living with Disability (R'000)  7 080 7 137 7 391 7 670 7 823 8 081 22 197 

 Disbursements to owned informal 

and micro enterprises located in 

village and rural communities 

(R'000)  247 797 249 792 258 672 268 439 273 812 282 836 776 903 

 Disbursements to enterprises less 

than R500k (Number of 

enterprises)  88 499 89 212 92 383 95 871 97 790 101 013 277 466 

 Number of Strategic Partnerships 

Initiated to expand credit for 

informal sector lending and micro 

enterprises  2 2 2 2 2 2 6 

 Turnaround Times – Direct 

Lending Informal and Micro 

Enterprise Applications  21 days 21 days 21 days 22 days 23 days 23 days  
 Turnaround Times – Intermediary 

Informal Sector and Micro 

Enterprise on-lending applications  50 days 50 days 50 days 51 days 52 days 52 days  

 

Sub-Programme: Wholesale SME Lending  

The SME Wholesale programme is a significant contributor to sefa’s loan book performance, with 

R1.65 billion approved and R882 million disbursed to SMEs from April 2012 to March 2018. A total of 

6 308 SMEs has been financed, facilitating 34 131 jobs.  

In direct response to the limited capitalisation, SME Wholesale Lending has embarked on several fund-

raising initiatives to expand its Fund Management Services. This strategy is to enable sefa to deepen 

its development by leveraging of third-party funds to extend reach to underserved SMEs. To this 

extent, the SME Wholesale Lending programme has achieved the following: 

• Developed in-house fund management capacity to manage third party funds. In the last quarter of 

2017/18, sefa also took over the Fund Management Services of the Godisa Supplier Development 

Fund, aimed at Transnet suppliers. Significant progress has been made on this portfolio with current 

year approvals expected to be more than R30 million. This has been achieved on a very lean 

structure. Additional capacity will be required to upscale this fund; 

• In partnership with the Government, sefa has been appointed as the implementing agency for two 

funds –Employment Promotion through SMME Support Programme (Funded by the European 

Union) and the Small Business and Innovation Fund. Through these funds, sefa aims to leverage 

funding from the private sector and other non-governmental institutions.  

a) The Employment Promotion through SMME Support Programme (EPSSP). 

The objectives of the EPSSP are to:  

i) improve the competitiveness of SMMEs and their ability to meet the 

procurement requirements of large multinational/local corporations and state-

owned enterprises;  
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ii) improve access to finance for SMMEs with limited access to finance, and 

iii) support relevant government institutions in their efforts to improve the 

regulatory and administrative environment for SMMEs.  

 

sefa has been identified as the anchor entity for the implementation of the SMME Financing component 

of the Programme. This component aims to improve access to funding to the underserved, high-risk 

SMMEs with limited or no access to finance which are ordinarily unable to secure financing from banks.  

 

Through Wholesale Lending activities, sefa is expected to work with private sector actors such as 

banks, other Financial Institutions (FIs) and, possibly, other Development Financial Institutions (DFIs). 

sefa will commit funding (approximately R450 million) to match the Budget Support of €30 million, 

funded by the European Union, towards the implementation of the Programme. The funding will be 

made available through the development of two funds, that is, Enterprise Supplier Development (ESD) 

Fund (Indicatively €10 million) and the Innovation Fund (Indicatively €20 million). 

 

This initiative aims to leverage substantial funding from financial intermediaries and the private sector. 

Although the implementation of the Employment Promotion Programme has been delayed, continuous 

engagements have been held with the relevant stakeholders to ensure appropriate fund design and 

implementation to maximise the impact of the Programme. sefa has worked closely with DSBD and 

National Treasury (supported by the Technical Assistance Team, appointed by the European Union) 

to work on the drawdown of the first €10 million which will be ring-fenced towards the ESD Fund.  

The Fund will be operationalised in the 2019/20 financial year. 

 

Small Business and Innovation Fund: The February 2019 Appropriation Bill established and 

allocated R3.2 billion over the MTEF period to sefa as the implementor of the Small Business and 

Innovation Fund (SBIF).  

 

The Small Business and Innovation Fund targets underserved SMMEs in the early stages of the business 

development cycle. The fund will provide a range of financial instruments beyond what sefa can offer, 

including grant and quasi-equity funding which is more suitable to this sector which carries a higher 

risk.  

 

The strategic objectives of the fund are to:  

i) Increase access to finance to SMMEs and Co-operatives with specific emphasis on those 

in the early stage the business cycle; 

ii) Increase the number and diversity of financial intermediaries that serve the SMMEs and 

co-operatives; 

iii) Promote and facilitate funding of innovation in key industry sectors aligned to the 

government’s industrial policy and science and technology innovation strategy; 

iv) Enhance financial inclusion by   increasing access to finance for enterprises owned by 

targeted groups (women, youth, township and rural communities); and 

v) Leverage private sector investment to small businesses 

 

SBIF will be made up of four funding windows: 
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i) Innovation: Intermediaries such as Venture Capital firms, Research Institutions and technology 

Incubators will be able to access funding for ideation, proof of concept, start-up and growth 

enterprises;  

ii) SMME Kickstart – Retail Financial Intermediaries: sefa will partner with SMME financiers in the 

private and public sectors for on-lending to start-up and growth enterprises; 

iii) SMME Kickstart – Incubators: sefa will partner with mainly seda incubators for the purposes 

of funding SMMEs in the start-up phase; and 

iv) SMME Kickstart – Blended Funding: sefa will access a portion of the SBIF funding to implement 

blended funding through the wholesale and direct lending channels. 

The fund will become operational in the second quarter of the financial year. The financial modelling 

(disbursement projections, drawdown, income and associated development impact) will be 

incorporated in the sefa financial statements after the close of the first window of the fund. 

Strategic Initiatives 2019/20 

For the 2019/20 financial year, the SME Wholesale Lending programme will focus on the following 

strategic initiatives: 

Strategic initiative 1- Implementation of the Employment Promotion through SMME 

Support Programme 

sefa will operationalise the ‘Access to Finance’ component of the Employment Promotion through 

SMME Support Programme, funded by the EU through the provision of Wholesale lending through 

financial intermediaries. Funding to SMMEs will be channelled through two (2) funds, namely the 

Enterprise and Supplier Development (ESD) Fund (€10 million) and the Innovation fund (€20 million), 

through various funding windows. In the 2019/20 financial year, the focus will be on the implementation 

of the ESD Fund.  

 

The ESD fund aims to enhance collaboration between the private and public sector through 

partnerships with financial intermediaries that have ESD programmes, underpinned by the following: 

• Growth and sustainability of SMMEs, thus sustaining jobs and alleviating poverty and economic 

welfare of the targeted beneficiaries; 

• Access to markets for SME products, hence their sustainability;   

• Reduction of the overall cost of funding to ESD beneficiaries; 

• Contribution to the development of small businesses, thus boosting their participation in the 

mainstream economy; and 

• Contributes to the economic transformation of South Africa. 

 

Intermediaries will be identified through a competitive process via a Call for Proposals. It is expected 

that the fund will leverage third-party funds for targeted interventions with significant potential for job 

creation as financial intermediaries will be required to provide match funding. sefa will be required to 

match the EU funding on a one to one ratio on approved facilities. Through the EU funding, blended 

financing instruments will be made available to intermediaries to reduce the overall cost of financing 

to SMMEs.  

 

Work plans for two (2) additional funding windows under the Innovation Fund will be developed in 

the 2019/20 financial year, in consultation with the Technical Assistance Team (TAT) appointed by the 

European Union.  
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Strategic initiative 2 - Investment in financial intermediaries with innovative technology 

platforms 

sefa aims to partner with at least two (2) financial intermediaries with innovative technology platforms 

and Fintech solutions in the 2019/20 financial year, including digital lending and crowdfunding platforms. 

Although digital platforms are relatively new in the market, their ability to reach critical mass without 

a physical presence is desirable. Furthermore, using alternative credit information, digital lending 

platforms lend themselves to being sufficiently agile to meet the needs of SMMEs that would otherwise 

not have access to finance through traditional channels. Such platforms also enable quicker turnaround 

times using technology.  

 

Such partnerships are aligned with the digitalisation of the economy about the area of enhanced access 

to financial services. sefa aims to leverage the existing capability of intermediaries to improve access 

to finance and deepen developmental impact, cost-effectively and efficiently. 

 

Strategic initiative 3 - New, Innovative product development  

In line with the specific fund mandates of third-party funds, develop products that are better suited to 

the needs of SMMEs to ensure their long-term sustainability. This includes the following:  

• Approval of the financial instrument policy; 

• Development of products tailored to the various funding windows of the Employment 

Promotion through SMME Support Programme; 

• Implementation of the Small Business and Innovation Fund (including a blend of grants, equity 

and loan funding) 

 

Strategic Initiative 4 - One Hundred Thousand Youth Fund 

 

sefa will partner with financial intermediaries through the SBIF to fund one hundred thousand 

entrepreneurs over 4 years. Funding will be targeted to youth-owned enterprises that create and 

sustain at least 10 jobs each. In addition, sefa will continue to give priority to funding youth owned 

enterprises through the direct lending channel as well as through the various other sefa loan 

programmes. All youth funded enterprises that create 10 or more jobs will be recorded and reported 

accordingly. 

 

SME Wholesale Strategic Outputs 

 

 Strategic Indicator   Projected 

2018/19  2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

Value of approvals: RFIs, 

funds and JVs (R'000) 

(125% of Disbursements) 150 000 314 403 469 363 537 297 548 040 559 003 1 321 063 

Value of disbursements: 

RFIs, funds and JVs (R'000)  78 240 129 321 247 559 313 689 286 412 295 801 681 569 

Value of disbursements: 

small enterprises/ value less 

than R500k (R'000) 31 296 51 728 99 024 125 476 114 565 118 320 272 628 

Value of disbursements: 

medium enterprises/ value 

greater than R500k (R'000) 46 944 77 593 148 535 188 213 171 847 177 481 408 941 

No. of SMEs financed 52 86 165 209 191 197 454 
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 Strategic Indicator   Projected 

2018/19  2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

No. of jobs facilitated 

(created and sustained) 261 431 825 1 046 955 986da 2 272 

Disbursements to black-

owned enterprises (R'000) 54 768 90 525 173 291 219 582 200 488 207 061 477 098 

Disbursements to women-

owned Enterprises (R'000) 35 208 58 194 111 402 141 160 128 885 133 110 306 706 

Disbursements to youth-

owned enterprises (R'000) 23 472 38 796 74 268 94 107 85 924 88 740 204 471 

Disbursements to 

township-owned 

enterprises (R'000) 19 560 32 330 61 890 78 422 71 603 73 950 170 392 

Disbursements to 

enterprises owned by 

people living with disability 

(R'000) 1 565 2 586 4 951 6 274 5 728 5 916 13 631 

Disbursements to 

enterprises located in 

village and rural 

communities (R'000) 35 208 58 194 111 402 141 160 128 885 133 110 306 706 

Disbursements to 

enterprises - value less 

than R500k (no of 

enterprises) 21 34 66 84 76 79 182 

Number of new strategic 

Partnerships  4 4 5 6 6 13 

Turnaround times – 

Applications 90 days 45 days 45 days 45 days 45 days 45 days  
Note: The development impact numbers from that derive from the EU agreement has been included. 

 

Sub-Programme: Co-operative Enterprise Lending 

Co-operatives are characterised by principles of i) voluntary and open membership, ii) democratic 

member control, iii) members’ economic participation, iv) autonomy and independence, v) training, 

education and information, vi) cooperation among Co-operatives and vii) concern for the community. 

The seven (7) principles are interdependent, and the presence of all the condition is the key to running 

a successful Co-operative enterprise and a pre-condition to the success and growth of Co-operatives.  

The continuous effort towards social mobilisation and cohesion is required to ensure that the Co-

operatives are geared for success. The absence of such support has a direct impact on the Co-

operatives ability to repay sefa’s loans. Comprehensive support is required at various levels of the 

business lifecycle, from pre-formation to growth stages, backed by the consistent re-enforcement of 

the principles 

Purpose of Programme 

The Co-operatives programme facilitates the growth of the social economy, collective ownership and 

economic participation through the funding of Co-operative enterprises. sefa supports both Co-

operative Financial Institutions (CFIs) as well as Enterprising Co-operatives.  

Analysis of Performance 

The table below depicts the performance of the Co-operative programme for the period of April 2012 

– March 2018. 
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Performance criteria Performance Indicators 

Approvals R108 million 

Disbursements to end-users R36 million 

Accumulated Loan Book Impairments 85% 

No of Co-operatives financed 47 

No of jobs facilitated (created and maintained) 500 

Development Impact – Disbursements  

Black-owned enterprises R36 million 

Youth-owned enterprises R4 million 

Women-owned enterprises R29 million 

Township-based enterprises R3 million 

Priority Provinces R29 million 

Disabled enterprises R0.4 million 

 

The Co-operatives portfolio continues to be plagued with significant challenges relating to the 

implementation of approved projects, resulting in impairments of more than 95%. This non-

performance is not isolated but a direct reflection of the high mortality rates in this sector, widely 

quoted to be above 88%.  

Consequently, a significant effort in the current year has been focused on the resuscitation of existing 

projects. However, despite numerous interventions, the results have been minimal with few pockets 

of success. 

As a direct result of the high failure rate and associated lessons learnt, sefa has refrained from on-

boarding new Co-operatives as there is limited capacity to implement new projects.   

sefa is in the process of reviewing the offering to Co-operatives to reducing the overall risk associated 

with this sector. Similarly, DSBD is in the process of evaluating the implementation of the Integrated 

Strategy on the Development and Promotion of Co-operatives.  

Historically, sefa has supported Co-operatives that are mainly in the start-up stage with reliance on 

non-financial support. The use of third-party technical partners to support Co-operatives has 

consistently proven unsuccessful, due to non-performance by said partners. Furthermore, Co-

operatives members are typically unable to provide tangible security to sefa. The risk profile 

associated with Co-operatives (particularly those in the pre-formation and start-up stages) is therefore 

excessively high as evidenced in the level of impairments on this portfolio, with minimal recourse.  

Debt funding is not considered the most suitable instrument for the support of Co-operatives as it 

results in the Co-operative Enterprises being over-indebted and an increased need to reschedule loans. 

sefa as a loan financier, In the absence of other support, is therefore not well-positioned to 

meaningfully serve this sector and drive developmental impact. This is due to the unavailability of 

appropriate funding instruments (mainly grants) and the limited capacity and resources to provide non-

financial support. 

Strategic Initiatives 2019/20 

For the 2019/20 financial year, the Co-operative Enterprise Lending will focus on the following 

strategic initiatives 

Strategic initiative 1 - Restructuring of underperforming co-operative loans 
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Underperforming Co-operatives that has potential to be resuscitated and show prospects of viability 

will be restructured and closely monitored. Underperforming loans with no chance of success will be 

written off.  

Strategic initiative 2 – Increase collaboration with Seda and DSBD  

sefa will discontinue the provision of funding to Enterprising Co-operatives that are still in the early 

stages of the business life cycle. Such Co-operatives will be referred to Seda and DSBD (CDA, once 

operationalise) for the provision of non-financial support including training, incubation, and access to 

grants and incentives. Mature Co-operatives that have successfully graduated from an incubation 

programme or are at a stage where they are gearing up for growth and require expansion finance (or 

working capital) will be eligible for loan funding from sefa.   

sefa, in partnership with DSBD and Seda will implement a blended finance model (as a pilot) targeted 

at SMMEs and Co-operatives that qualify for sefa funding (through Direct Lending) but require Grant 

funding or other non-financial support. The objective of this model is to de-risk and unlock sefa 

funding as well as to reduce the overall cost of financing, enabling the sustainability of SMEs and Co-

operatives. This is geared at supporting the long-term viability of SMEs and Co-operatives.   

 

Co-operatives Strategic Outputs 

 

 Strategic Indicator  

 

2018/19   2019/20  

 

2020/21  2022/23 2022/23 2023/24 

MTEF 

Period 

Value of Approvals to Co-

operatives (R'000) - 6 667 7 333 8 067 8 873 9 760 22 067 

Value of Disbursements to Co-

operatives (R'000) 3 112 4 000 4 400 4 840 5 324 5 856 13 240 

No of Co-operatives financed 2 3 3 3 4 4 9 

No of Jobs Facilitated (created and 

sustained) 10 13 15 16 18 20 44 

Disbursements to black-owned Co-

operatives enterprises 2 178 5 250 5 618 6 011 6 431 6 882 16 878 

Disbursements to women-owned 

owned Co-operatives enterprises 1 400 3 375 3 611 3 864 4 135 4 424 10 850 

Disbursements to Youth owned 

Co-operatives enterprises 1 245 2 250 2 408 2 576 2 756 2 949 7 234 

Disbursements to township-owned 

owned Co-operatives 778 1 875 2 006 2 147 2 297 2 458 6 028 

Disbursements to Co-operatives 

owned by people living with 

Disability 62 150 161 172 184 197 482 

Disbursements to Co-operatives 

located in village and rural 

communities 1 400 3 375 3 611 3 864 4 135 4 424 10 850 

Disbursements to enterprises - 

value less than R500k (number of 

enterprises) 1 2 2 2 2 2 6 

Number of Strategic Partnerships 

Initiated to expand Co-operatives 

development 2 3 3 3 4 4 9 

Turnaround Times  45 Days 45 Days 45 Days 45 Days 45 Days 45 Days - 
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Sub-Programme: Khula Credit Guarantee (KCG)  

 

Purpose of Programme  

The Credit Indemnity Scheme assists SMEs to obtain financing from the commercial banks and other 

financial institutions to enable them to establish, expand or acquire new or existing businesses in 

circumstances where they would not, without the support of an indemnity cover, qualify for such 

financing regarding the participating institution’s SME lending criteria. 

 

The programme operates under the Insurance Act, and the Prudential Authority regulates it.  

Analysis of Performance 

The table below depicts the performance of the Credit Guarantee Programme for the pre-sefa 

establishment and post sefa establishment. 

Performance Dimension Prior 2012 Post 2012- 30 Sept 2018 

Value of Authorised Guarantees R2 163 644 983 R364 515 060 

Guarantees Taken-up R1 503 245 374 R119 872 833 

Number of SMMEs participating 9 020 2 411 

Defaults R674 330 191 R39 071 900 

Authorised Claims pay-out R332 506 583 R55 832 057 

Default Rate 45% 33% 

 

The value of authorized guarantees post 2012 to 2018 is R364 515 060; the value of guarantees taken-

up is for the same period is R119 872 833; number of SMMEs participating is about 2 411, and in the 

same period the value of defaults is about R39 071 90; authorized claims pay-out value is R55 832 057, 

and the percentage default rate has reduced significantly from prior to 2012 of 45% to post 2012/18 

to about 33%.   

The usage of the scheme by participating banks declined substantially post 2012, as a result of the 

change in the South African financial services regulatory environment. The World Bank was 

commissioned to do a diagnostic assessment of the Khula Credit Guarantee Scheme and concluded 

on the following: 

• The reputational damage from several years of substandard operation has eroded trust in the 

scheme, resulting in non-utilisation of the scheme. 

• The schemes offer one product whereas other Partial Guarantee Schemes around the world 

have more than one guarantee product offering. 

• Guarantee Cover ranges from 50%-90%, whereas internationally it is limited to 50% for start-

ups and higher coverages for other segments. 

• Interest rates are capped between 2%-3% over prime, and this limits the interest rates the banks 

can charge to borrowers. 

• The default rate is prohibitively high at 43%, compared to the international benchmark of 15%. 

• The schemes pay-out procedure is cumbersome and requires the exhaustion of all legal 

processes before claims are accepted and paid. 
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• The scheme did not have an up to date Management Information System (MIS) system which 

makes it difficult to track the performance of individual loans. 

• The visibility of the Scheme to the end user (SMME) increases moral hazard (in South Africa 

there is a culture of non-payment, especially when recipients is aware that the government 

provides the service). 

To improve the performance of the programme a set of the strategic initiative has been implemented. 

These included: 

• The expansion of the programme to include a broader range of financial institutions and 

commercial suppliers of inputs to SMEs. A Supplier, Credit Guarantee Programme, has been 

successfully piloted, and guarantee agreements have been entered with non-banking 

institutions engaged in SMME enterprise development. 

• The re-engineering of the business process of the scheme to improve claims processes, salvage 

and monitoring of the guarantee portfolio. 

• A Management Information System module has been developed on the sefa Loan Management 

System to facilitate better monitoring and reporting of the guarantee portfolio.   

 

Strategic Initiative 2019/20   

 

Strategic Initiative 1 – Build Strategic Partnerships 

• Develop strategic partnerships with like-minded organisations to enhance an integrated 

ecosystem (commercial banks, NBFI, corporates and retailers). 

 

Strategic Initiative 2 – Grow and improve the quality of investments 

• Market Development and Product Development to better serve the needs of SMMEs across 

industries and increase the attractiveness of the scheme subject to acceptable risk exposures 

to other markets such as offering agricultural guarantees, guarantees to entities offering 

incidental credit and to micro-enterprise lenders. Subject to acceptable risk exposures to 

other markets such as providing agricultural guarantees, guarantees to entities offering 

incidental credit and to micro-enterprise lenders. 

Khula Credit Guarantee Measurement Indicators 

Strategic Indicator 
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

Value of approvals through 

registered financial institutions 

(R'000) 140 000 168 000 201 600 241 920 290 304 335 891 611 520 

Value of approvals through 

participating suppliers (R'000) 42 000 58 800 82 320 115 248 161 347 211 185 256 368 

Value of guarantees taken up by 

registered financial institutions 

(R'000) 51 394 57 750 52 500 51 200 45 000 45 000 161 450 

Value of guarantees taken up by 

participating suppliers (R'000) 33 600 23 100 19 500 11 200 10 640 11 200 53 800 

No. of participating registered 

financial institution on the credit 

guarantee programme 3 3 3 3 3 3 9 

No. of participating suppliers on 

guarantee programme 3 3 3 3 3 3 9 
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Strategic Indicator 
2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

No. of SMMEs and Co-operatives 

financed through the guarantee 

scheme 34 39 35 34 30 30 108 

No. of SMMEs and Co-operatives 

financed through the participating 

suppliers 672 462 390 224 213 224 1 076 

No. of jobs facilitated (created and 

sustained) 2 187 1 579 1 345 843 788 822 3 766 

Value of guarantees taken up by 

black-owned SMMEs and co-

operative enterprises (R'000) 59 496 56 595 50 400 43 680 38 948 39 340 150 675 

Value of guarantees taken up by 

women-owned SMMEs and co-

operative enterprises (R'000) 38 247 36 383 32 400 28 080 25 038 25 290 96 863 

Value of guarantees taken-up by 

youth-owned enterprises (R'000) 25 498 24 255 21 600 18 720 16 692 16 860 64 575 

Value of guarantees taken up by 

township-owned enterprises (R'000) 21 249 20 213 18 000 15 600 13 910 14 050 53 813 

Value of guarantees taken up by 

enterprises owned by people living 

with disability (R'000) 1 700 1 617 1 440 1 248 1 113 1 124 4 305 

Value of guarantees taken up by 

enterprises located in village and 

rural communities (R'000) 38 247 36 383 32 400 28 080 25 038 25 290 96 863 

Disbursements to enterprises - value 

less than R500k (number of 

enterprises) 686 477 404 238 225 236 1 119 

Turnaround times – Individual 

guarantees 5 days 5 days 5 days 5 days 5 days 5 days - 

Turnaround times – portfolio credit 

guarantees 50 days 50 days 50 days 50 days 50 days 50 days - 

Sub-Programme: Direct Lending 

Purpose of Programme 

With the establishment of sefa in 2012, the Direct Lending funding stream was explicitly introduced 

to address this market’s failure and to facilitate a closer relationship between sefa and its target market 

to complement Wholesale Lending partnerships.  

The Direct Lending programme has been designed to provide tailor-made solutions to SMEs and Co-

operatives in the formal sector of the economy that requires support for business start-ups or 

expansions through the provision of finance for asset acquisition and working capital.  

Products offered are term loans, bridging loans, revolving credit, instalment sale agreements as well as 

non-financial support services. Funding to SMEs ranges from R50 000 to R5 000 000. The funding is 

offered through the sefa’s regional offices, co-location network and the Finfind access to finance 

portal. 
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The table below depicts the performance for the period April 2012 to March 2018 

Performance criteria Performance 

Approvals R1,8 billion 

Approvals to productive sectors R112 million 

Disbursements to end-users R1.4 billion 

Loan Impairments 68.82% 

Portfolio at Risk 79% 

No of SMMEs financed 1030 

No of jobs facilitated (created and maintained) 22 183 

Development Impact – Disbursements  

Black-owned enterprises R1.1billion 

Youth-owned enterprises R 323 million 

Women-owned enterprises R 377 million 

Township-based enterprises R 56 million 

Priority Provinces R 570 million 

Disabled enterprises R 11 million 

Direct Lending investment activities can be characterised as follows: (a) the majority of businesses 

funded are linked to government contracts; (b) the average pricing is around 4% above prime as per 

the sefa Direct Lending risk pricing model; (c) approximately 38% of the investment activities are 

located in village and rural communities; (d) a large portion of the investments are in the construction 

(38% of portfolio) or related industries; (e) around half of the investments (in number and value terms) 

are facilities of less than 12 months; and (f) 20% of the portfolio is invested in term loans and 24% 

instalment sale. 

Direct Lending achieved the objectives of the original sefa Business Case with regard to the value of 

approvals and the funding provided to small versus medium-sized businesses. An analysis of all sefa’s 

Direct Lending Investments since inception shows that it attained relatively better results in the 

following areas:  

(a) Instalment sale and term loans;  

(b) Logistics, retail trade and logistics sectors;  

(c) Limpopo, Gauteng and Kwa-Zulu Natal provinces; 

(d) These areas of relative strength need to be enhanced to ensure a more effective and 

sustained development impact. 

sefa’s impairment levels have always been expected to be higher than those of other financiers, due 

to the following reasons:  

• sefa addresses a market failure and targets clients that are not in a position to receive funding 

from commercial banks.  

• sefa takes limited security as its target market does not have security. 

• sefa does not have access to the bank accounts of clients through which it can monitor the 

real-time cash movements of its clients.  

• sefa’s client base has less experience or track record and represents a higher risk profile. 
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Strategic Initiatives 2019/20 

Over the past three years, Direct Lending has experienced a significant declining trend in approvals 

and disbursements to SMMEs. This is because of the stagnant South African economy which results in 

low quality of funding applications from SMMEs, tightening of credit by sefa to curb rising impairments 

and operational inefficiencies that need to be improved. It is to be noted that this declining trend 

severely impacts the sustainability of Direct Lending as the size of the portfolio reduces and the 

resultant income generated from that portfolio shrinks. For Direct Lending to become sustainable, it 

needs to grow its portfolio with quality investments made up of a mix of long and short-term funding. 

For the 2019/20 financial year, the programme will focus on the following: 

•  Grow and improve the quality of investments and 

• Increase client outreach and investment growth through township economic and targeted co-

operative programmes 

Strategic Initiative 1 – Grow and enhance the quality of investments through a sector-

driven investment strategy. 

One of the primary drivers of the high impairments in Direct Lending is the lack of portfolio 

construction and concentration caps in terms of exposures in certain sectors. Direct Lending has high 

over-exposure to the construction sector where cession of payment was not obtained or properly 

effected. In addition, due to the over-reliance on walk-in clients, Direct Lending has on-boarded clients 

across various sectors that it did not have the specialist skill to assess the risks associated with those 

sectors adequately. 

Direct lending intends on focusing on four core sectors in its 2019/20 investment strategy, i.e. 

Contract Finance, Franchise, Small Scale Manufacturing and Commercial. The sectors are not only in 

line with national priorities, but also in job-creating sectors. Through a targeted sector driven 

investment strategy, Direct Lending will be able to achieve the following: 

• Portfolio diversification incorporating longer-term investments with more significant impact and 

more sustainable jobs 

• Develop in-house sector specialist skills that will ensure improved quality investments 

• Improved financial sustainability of Direct Lending through lower impairments 



 

71 
sefa Corporate Plan Financial Year 2019/20 

 

Figure 10: Direct Lending 2019/20 Investment Strategy 

The above sector investment strategy will cater to the following: 

1. Contract Finance 

Contract Finance will cater to the government strategy of 30% set aside for SMMEs. As is currently 

experienced there are a substantial number of SMMEs that are accessing these contracts from the 

government. However, sefa needs to limit its exposure to funding only those government entities 

that will grant sefa cession of payment and will also ensure that the cession is honoured.  

 

Most of the funding provided in contract finance is short term in nature as well as single contract 

clients, therefore presenting various risks that are difficult to mitigate. sefa’s current exposure in 

contract finance is 55% of the portfolio which will be capped to 30% of all new funding approved 

in the 2019/20 FY to diversify the portfolio.   

 

2. Franchise 

Direct Lending intends to invest in franchise outlets with a funding structure that addresses the 

50% unencumbered funding required to invest in established viable franchises. By so doing, this 

will ensure that the franchise outlets are not heavily geared from the commencement of operations 

and therefore able to weather the initial business start-up phase.  

sefa will target reputable franchise concepts to support entrepreneurs wishing to start new 

businesses as well as support existing enterprises with expansion capital. It will provide both debt 

and quasi-equity (interest-bearing subordinated debt) to provide an innovative funding solution to 

address the 50% unencumbered funding required by franchisors. 

In terms of franchisors in the targeted sub-sectors, the criteria will be: 

• Established franchisors with proven business models 

• Franchisors who provide appropriate training and support to franchisees 

• Preference will be given to franchisors who take head leases, provide buy-back guarantees etc. 

as risk mitigants. 
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sefa’s current exposure in franchise finance is 10% of the portfolio which will be increased to 

30% of all new funding approved in the 2019/20 FY to increase longer-term funding.   

3. Small Scale Manufacturing 

Direct Lending intends to support businesses in the small-scale manufacturing sector to 

unlock the opportunities that the sector provides in terms of job creation, in line with the 

national priorities. sefa will endeavour to structure blended funding by assisting clients to 

access the various manufacturing grants offered by the government to complement the 

debt funding by sefa. 

sefa’s current exposure in manufacturing is 10% of the portfolio which will be increased to 

30% of all new financing approved in the 2019/20 FY to increase longer-term funding and build 

sustainable businesses. 

4. Commercial 

Direct Lending recognises that there will be commercially viable opportunities that do not fit 

into the contract finance, franchise or manufacturing sectors. Therefore, there will be funding 

made available to these businesses. This funding will be ideal for expansion capital of existing 

SMMEs that have a track record along with demonstrable ability to service the funding 

required. 

sefa’s current exposure in franchise finance is 25% of the portfolio which will be limited to 

10% of all new funding approved in the 2019/20 FY. This will also afford Direct lending the 

opportunity to build skills in relation to the proposed investment strategy. 

 

Strategic initiative 2 – Leverage public and private sector strategic partnerships in the 

SMME ecosystem.  

The development of strategic partnerships with like-minded private and public-sector organisations to 

enhance an integrated SMME ecosystem is an essential component of the Direct Lending strategy. 

These strategic partnerships will assist in achieving the following: 

• Building a quality transaction pipeline for Direct Lending to executive 

• Ring-fencing support to SMMEs that are linked to specific strategic partner programmes that 

will enhance SMME sustainability 

• Access grants and non-financial support that will provide blended financing of SMMEs and 

reduce the gearing in their businesses 

The strategic partnerships will be targeted according to the sector-driven investment strategy to 

ensure that partner-led programmes are developed and implemented.  

 

Strategic initiative 3 – Develop and implement technology solutions that will enhance the 

customer experience and operational efficiency 

Direct Lending has identified technology is a crucial enabler to operational efficiency and enhancement 

of the customer experience. Through automation, Direct lending can achieve quick turnaround times, 

improved decision making and accurate reporting.  
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Direct Lending will be building on the current partnership with FinFind that was implemented during 

the 2018/19 FY. The first phase of matching potential SMMEs with the sefa funding criteria has been 

completed and is seeing an average of 15 matches per day. The next phase is to align the business 

processes to facilitate the processing of the FinFind matches through application screening, credit 

scoring and basic assessment.  

The focus will also be on data analytics that will focus on customer analytics and risk analytics to have 

a better understanding of clients’ needs, more efficient allocation of front office resources, deepening 

of the relationship high potential customers, increased profitability, better risk assessment and higher 

recovery rates. 

In addition, some processes will be automated such as verification of client information; systems’ 

generated reporting etc. These will improve operational efficiency. 

 

Strategic initiative 4 – Improve collaboration between Post Investment and Direct 

Lending to facilitate proactive management of the portfolio and reduce impairments 

The performance of the Direct Lending portfolio is linked to the quality of new investments brought 

on the book as well as the quality of the post-investment monitoring support provided to the SMMEs 

that are funded. Therefore, it is essential that there is greater collaboration between Post Investment 

and Direct Lending. This collaboration will benefit the sefa funded businesses as a cohesive approach 

will be implemented throughout the value chain. It will also help sefa through a better performing 

portfolio. 

Direct Lending proposes that the following be implemented in the 2019/10 FY: 

1. Ring-fence legacy book – This is the loan book of funded businesses since inception until March 

2016. For this ring-fenced legacy book, sefa needs to set collection targets, agree on write off 

targets of that book and no longer measure impairments on this book as it is fully impaired. This 

will ensure that the sefa limited resources are focused on supporting the new book and managing 

it effectively.   

2. Risk grade the new book – agree on the support required per client, site visit cycle (monthly / 

quarterly) and annual portfolio reviews 

3. Enhance collaboration between post-investment and regions to ensure quick turnaround times on 

agreed actions 

4. Set standard mentorship rate on the panel of mentors to ensure that their appointment is made 

faster and that costs are managed in line with the investment made, e.g. mentorship should not 

cost more than 15% of the investment 

Direct Lending Strategic Outputs 

 

Strategic Indicator(s) 

Projected 

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

Value of Approvals: small & 

medium enterprises (R'000) 194 030 280 375 306 314 322 721 342 678 364 015 909 410 

Value of disbursements: small & 

medium enterprises (R'000) 137 175 222 913 243 630 257 325 273 821 291 505 723 868 
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Strategic Indicator(s) 

Projected 

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

MTEF 

Period 

No of SMMEs and Co-

operatives Financed  69 378 395 409 425 441 1 181 

No of Jobs Facilitated (created 

and sustained) 343 763 796 810 830 851 2 369 

Disbursements to black-owned 

Enterprises (R'000) 96 023 156 039 170 541 180 128 191 675 204 054 506 708 

Disbursements to women-

owned Enterprises (R'000) 61 729 100 311 109 634 115 796 123 219 131 177 325 741 

Disbursements to youth-owned 

Enterprises (R'000) 41 153 66 874 73 089 77 198 82 146 87 452 217 160 

Disbursements to township-

owned Enterprises (R'000) 34 294 55 728 60 908 64 331 68 455 72 876 180 967 

Disbursements to enterprises 

owned by entrepreneurs with 

Disability (R'000) 2 744 4 458 4 873 5 147 5 476 5 830 14 477 

Disbursements to enterprises 

located in village and rural 

communities (R'000) 61 729 100 311 109 634 115 796 123 219 131 177 325 741 

Disbursements to enterprises - 

number less than R500k 41 227 237 245 255 265 709 
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PROGRAMME 2: POST INVESTMENT / WORKOUT AND 

RESTRUCTURING MANAGEMENT. 

 

Purpose of Programme 

Manage the sefa portfolio investments to reduce impairments, increase business support to active sefa 

clients thereby achieving the intended financial and developmental returns. 

sefa’s business is inherently high risk. Many of the sefa Direct Lending clients struggle with market 

access and is reliant on a single customer who often negatively impact on the sustainability of their 

businesses. In addition, Wholesale Intermediaries struggle with financial sustainability due to high levels 

of debt to equity financial structure. It is for this reason that the impairments and collections rates are 

high and low respectively. Lessons learnt from the post-investment programme activities indicate that: 

• Impairments need to be addressed on a broad front (from origination, due diligence, investment 

decision, post-investment monitoring, collections to exit). 

• Unsecured SMME finance needs to be relationship-based with high levels of client interaction 

and understanding. 

• A developmental approach is required for sustainable lending with more intense utilisation of 

mentorship for first-time entrepreneurs. 

• The pro-active identification of potential client problems is essential to provide the necessary 

support for sustainable development in time. 

• A differentiated approach is required for effective post-investment management. 

• Quick decision making is essential for companies in distress. 

 

Over the past financial year, sefa initiated a set of strategic actions to manage impairments and improve 

the quality of the loan book. These include the following strategic actions: 

• Strengthening of the collections function - implementation of a debit order system, the 

appointment of external debt collectors to assist with legal collections; decentralisation of post-

investment and collection functions to regional offices; daily monitoring of collections; 

• Support to funded clients - site visits, mentorship support to enhance business performance 

and loan restructuring (where clients experience business difficulty and affect their ability to 

honour their payment obligations); 

• Enhancement Post Investment Management capability – implementation of systems and 

procedures; training of staff in post-investment and collection functions, implementation of 

performance contracts to incorporate collection and impairments targets, monitoring and 

coordination of funded clients through the monthly Investment Monitoring Committee (IMC); 

• The utilisation of IT exception reporting;  

• Strengthening of sefa credit management function – amendments and strengthening of the 

credit policy, the appointment of external expertise to support the sefa credit committees, 

direct engagement with non-paying government departments; implementation of the cession of 

payment for bridging loans as a condition to credit approvals, training in due diligence 

assessment skills assessment and the categorisation of the loan book. 
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Analysis of Performance 

The table below depicts the performance of the sefa loan book and the operating performance of the 

Post Investment Workout and Restructuring Division. 

PIM and Workout 

Strategic Indicators 

Actual Projected 

31 March 2018 31 March 2019 

Loan Book Portfolio 

 

  

- Loan Book Size R1, 952 million R1, 948 million 

- PAR 42.8% 40% 

- Impairments (excluding equities) 54% 56%  

- Collection Ratio (Active Book) 118% 91% 

- Legal Collections 5% 6% 

PIM Operating Performance 

 

  

- Number of site visits 356 281 

- Rand value of Workout and Restructuring  R42 million R69 million 

- Number of Client in Legal 293 265 

- Number of Clients in Mentorship and Business 

Support 

77 70 

 

sefa’s loan book stood at R1.9 billion as at 31 March 2018 of which R1.1billionn was in Wholesale 

Lending and R0.8bn was in Direct Lending. The book is expected to contract marginally to R1.8billion  

due to collections and relatively low disbursements as at 31 March 2019.  

Portfolio at Risk (PAR) 

The total Portfolio at Risk as at 31 March 2018 was 42.8%. For Direct Lending, the PAR increased 

from 63% to 65% as at 30 September 2018 mainly due to the ageing of the relatively old portfolio that 

is in litigation. In Wholesale Lending the PAR has improved from 28% 31 March 2018 to 23% as at 30 

September 2018). In the next six months, the total PAR is expected to increase due to the recognition 

of one transaction in Wholesale Lending where the risk profile has deteriorated.   

Impairments 

The impairments on loans and advances stood at 54% as at 31 March 2018 of which the most significant 

contribution emanated from Direct Lending at 69% while wholesale lending was 23%. The consolidated 

impairments are expected to increase to approximately 56% as at 31 March 2019. This increase is 

attributable to Wholesale Lending (excluding equity investments), and it is anticipated that these will 
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increase from 40% to 45% due to a deterioration in the one large investment in the portfolio. Direct 

Lending impairments have stabilised and are expected to remain unchanged.  

Collections 

The total collections continue to perform well. In Direct Lending, this improved from 81% (31 March 

2018 to 85% (30 Sep 2018). Notable also, are improvements on the book in litigation where strides 

are being achieved in pursuing the defaulting clients. 

In Wholesale Lending, there was a reduction from 168% 31 March 2018 to 98% 30 September 2018. 

This is primarily due to an increase in the non-performing loans and the fact that there were no 

advance payments in the period under review. It is expected that collections at the end of the financial 

year will be more than 90%.  

Other Performance Indicators  

The other performance indicators such as site visits, monitoring and mentorship and business support 

are expected to increase.  Workout and restructures and the number of accounts in litigation will be 

closely managed. However, the value of transactions in workout and restructuring is expected to 

increase. This is mainly due to the impact of the subdued general economic environment which has a 

direct effect on small businesses.  

PIM strategic initiatives for the 2019/20  

Reducing impairments and building a quality loan book are key strategic objectives in enhancing the 

sefa long term organisational sustainability. The nature and the type of client that sefa serves exposes 

the loan book to high risk and moral hazard challenges. 

Most SMMEs and Co-operatives that sefa finances are in the start-up phase of the business cycle and 

many also do not honour their loan payment obligations because of the perception that this is 

government funds. 

To build the quality loan book, a multi-pronged approach is going to be leveraged and this is outlined 

in the strategic initiatives below.  

Strategic Initiative 1 – Pro-active Monitoring of Portfolio Investments.  

Improve the quality of sefa loan book through proactive monitoring of the loan portfolio by 

conducting regular site visits, early identification of warning signals and optimising business processes 

& technology. PIM will enhance its monitoring capabilities by tracking the credit and repayment 

behaviour of its clients by using technology to assist the PIM staff to be more alert on the respective 

portfolios, i.e. back to back system arrangements with the credit bureaus, feedback from mentorship 

reports and lessons learnt systems. 

Additionally, Regional Managers will be involved and will take more accountability in the management 

of the regional book. 

The Wholesale Lending Portfolio will adopt a top 20 investment approach by value, which will be 

aggressively pursued without losing sight of the balance of the portfolio. Additionally, business support 

at sefa’s cost will be provided to the end users of sefa’s funding partners. 

In relation to the Direct Lending Portfolio, the main thrust will be the management and pro-active 

business support to viable businesses showing signs of distress. This will be supported by other post 

investment strategic initiatives.  
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Strategic Initiative 2 – Workout and Restructuring  

Early identification of signs of distress in small businesses and thereby addressing the underlying causes 

of distress rather than symptoms. This will be achieved by additional capacity specialising in this 

function. 

Strategic Initiative 3 – Mentorship and Business Support  

The use of consultants and experts on the sefa’s panel to assist and guide clients in the functional 

areas of business management. To this end, PIM now has a good understanding of the performance of 

each mentor and will deploy them more effectively to the clients.  The mentorship programme is all 

encompassing in that the services of mentors are also being used in the due diligence phase of the 

businesses.    

Furthermore, PIM has completed a diagnostic analysis of most of the clients in the Direct Lending 

Portfolio.  The focus will now be on the implementation of the findings. 

Strategic Initiative 4 – Delinquent Loan accounts and Collections 

Enhance loan book collections through collections strategies using a differentiated approach using a 

combination of soft collections as well as hard collections on delinquent accounts. 

The loan book will be segmented into an active and legacy loan books. The legacy book will comprise 

of loans and advances that were approved and disbursed before and up to 31 March 2016.   

The measurement of the performance of loan collections function will, therefore, be measured and 

reported in terms of (1) active loan book collections and (2) legacy and legal loan book collections.     

Strategic Initiative 5 – Establish partnerships to provide value-added services to sefa 

clients. 

sefa in partnership with Seda and Productivity SA implement post loan programmes to provide a 

holistic service to sefa portfolio clients.  The idea is to develop a bouquet of services that will add 

value and support for portfolio investments. 

Strategic Initiative 6 – IT Systems  

IT systems will be used to enhance the Post Investment Collections Procedure and early warning 

signals.  

This will entail accessing client’s Credit Bureau information by obtaining customer intelligence reports, 

using a scoring model and customer behaviour analysis. 

PIM Strategic Outputs 

Strategic 

Indicator(s) 

Project 

2018/19 

2019 / 20 2020 / 21 2021 / 22 2022 / 23 2023 / 24 

Impairments (Including 

equities and excluding 

DL portfolio disbursed 

before 1 April 2016) 

38% 35% 33% 31% 30% 30% 

Collections (Active 

Book) 85% 85% 85% 85% 90% 90% 

Legal and Legacy Loan 

Book Collections R5.2 million R6.1 million R6.1 million R6.1 million R6.1 million R6.1 million 
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PROGRAMME 3: BUILD AN EFFICIENT AND EFFECTIVE sefa 

THAT IS PERFORMANCE DRIVEN AND SUSTAINABLE 

 

Sub - Programme: Finance 

The fundamental success of a strategy depends on three critical factors: an organisation’s alignment 

with the external environment, a realistic internal view of its core competencies and sustainable 

competitive advantages, and careful implementation and monitoring. 

 

Financial metrics have long been the standard for assessing an entity’s performance. The Business Score 

Card supports the role of finance in establishing and monitoring specific and measurable financial, 

strategic goals on a coordinated, integrated basis, thus enabling the organisation to operate efficiently 

and effectively. 

 

Hence, the Financial Management, Supply Chain and Compliance department’s objective is to remain 

focused on financial sustainability. The financial sustainability of sefa is dependent on the following key 

factors: 

• Preserving the balance sheet through constant healthy growth in loan portfolios which will 

enable growth in sefa’s income within the limitations imposed by the available cash resources 

• Matching investment amounts and terms to available funding within the sefa mandate 

• Increased process efficiency and cost savings initiatives within the optimal organisational 

structure 

• Prudent cash management to ensure optimal returns 

• High collection rates on the loan portfolios 

• Sourcing funding to enable continuous loan book growth beyond the five-year budget period. 

 

As such, the finance department’s strategy will remain focused on: 

• Reporting quality information to all stakeholders to ensure decisions are made in the interest 

of sustainability 

• Automation of processes to enhance efficiency 

• Preparing and maintaining budgets to ensure sustainability 

• Closely monitoring and reporting on sustainability 

• Continuous engagements with National Treasury in an endeavour to secure additional funding 

 

 

 

 

 

 

 

 



 

80 
sefa Corporate Plan Financial Year 2019/20 

Analysis of Performance  

  Financial management  

 

Strategic Indicators 

Actual  Projected 

31 March 2018 31 March 2019 

Ratio analysis   

- The cost to income rate (Excluding tax and finance 

charges on shareholders loan)  

102% 105% 

- Personnel costs/ loans and advances and equity 

investments 

11% 11% 

- Income (excl. MTEF)/ Total assets 9.41% 8.95% 

- Investment properties expenses to investment 

properties income (group level) 

272% 289% 

Income   

- Interest from lending operations R94,5m R82,7m 

- Investment properties income R27,2m R22,2m 

- Loan and indemnity fees R6,1m R7.1m 

- Interest on cash balances R29m R38.5m 

- Other income R16.6m R23.7m 

- Profit from equity accounted investees (including 

other comprehensive income) 

R46,2m R45,5m 

Expenditure   

- Personnel R178,8m R179,8m 

- Bad debts provided and written off R109,7m R148,4m 

- Investment properties expenses R74m R64.2m 

- Other Operating Expenditure R83,1m R80.3m 

- Accounting interest on shareholder loan R34,3m R40,9m 

Additions to capital assets R22,6m R20,0m 

 

sefa’s earned total income (excluding the MTEF allocation) of R185.5 million during the year ended 

31 March 2018, with interest from lending operations being the most significant contributor. Total 

revenue (excluding the MTEF allocation) is expected to decline by 4.0% to R178.7 million by 31 March 

2019. From an expenditure perspective, the total expenditure base is forecasted to grow by 7% by 31 

March 2019. 

Ratio Analysis 

The cost to income ratio for 2018 at 102%, is above the target of 100%. This is projected to increase 

to 105% by March 2019.  Personnel costs/ loans and advances and equity investments will remain flat 

at 11% over the same period.   
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Income  

While interest from lending activities and interest on cash balances are expected to reduce in the next 

financial year, the net loss from properties is expected to decrease and offset part of the deficit 

created. 

Expenditure 

Operating expenses (excluding impairments) is expected to increase by 16% in the next year because 

of the automation of various processes to improve operational efficiency. Impairment expenses are 

increasing marginally in line with loan portfolio growth.  

Status of key strategic initiatives as per the 2018/19 Corporate Plan 

Strategic Initiative 1 – Cost Management 

During 2019/2020 financial year, processes will be measured, costed and reported to ensure 

expenditure does not exceed budgeted amounts. 

Status by Financial Year End 2018 /19 

The Activity Based Model reporting is anticipated to be concluded by February 2019 and integrated I 

the process automation. 

Strategic Initiative 2 – Cash Preservation & Cash Management 

Cash balances are closely monitored and preserved in investment accounts. 

Status by Financial Year End 2018 /19 

Cash monitoring will continue. 

Strategic Initiative 3 – Raise Additional Funding Through External Donors 

R150 million has been drawn from the IDC loan. 

Status by Financial Year End 2018 /19 

Cash requirements will be continuously monitored. It is currently not anticipated to draw more 

funding from the IDC in the current year. 

Strategic Initiative 4 – Improved Financial Integrity and Automation 

The automation of the procurement system has been fully implemented. The IFRS 9 implementation 

project is in progress. Accounting for investment properties has been brought in-house. 

Status by Financial Year End 2018 /19 

The technical aspects of the IFRS 9 project are anticipated to be completed within two weeks after 

year end. IFRS 9 policies and procedures are to be concluded within two months after year-end. 

Payment of creditors will be further automated, and the properties department will be further 

capacitated. 
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Key Finance strategic initiatives for the 2019/20 Financial Year in relation to the sefa’s 

strategic focus 

Strategic Initiative 1 – Cost Management  

During 2019/20 financial year, processes will be measured, costed and reported to ensure expenditure 

does not exceed budgeted amounts. 

Strategic Initiative 2 – Cash Preservation & Cash Management 

An automated system to be implemented to ensure cash requirements are communicated in advance 

to the finance department.  

Strategic Initiative 3 – Raise Additional Funding Through External Donors  

Funding requirements to be measured and motivated to National Treasury on a continuous basis.  

Strategic Initiative 4 – Compliance with Policies  

Ensuring compliance with procurement and finance policies and procedures through conducting 

workshops and designing clearly defined processes. 

Finance Strategic Outputs 

 

Strategic 

Indicator 

Estimated 

Performance Targets  

2018/19 2019/20 2020/21 2021/22 2022/23 

 

2023/24 

Cost 

Management 

No expenditure is 

exceeding 

budgets. Report 

process costs. 

At least two 

reports on 

process costs 

and savings 

due to 

enhancement. 

At least two 

reports on 

process costs 

and savings 

due to 

enhancement. 

At least two 

reports on 

process costs 

and savings 

due to 

enhancement. 

At least two 

reports on 

process costs 

and savings 

due to 

enhancement. 

At least two 

reports on 

process costs 

and savings 

due to 

enhancement. 

Cash 

Preservation & 

Cash 

Management 

Limited excess 

funds kept in 

current accounts.  

Implementatio

n of an 

automated 

system for 

cash 

requirements. 

Continuous 

monitoring of 

sustainability. 

Continuous 

monitoring of 

sustainability. 

Continuous 

monitoring of 

sustainability. 

Continuous 

monitoring of 

sustainability. 

Continuous 

monitoring of 

sustainability. 

Raise 

Additional 

Funding 

Through 

External 

Donors 

No additional 

MTEF allocation 

raised. 

No additional 

MTEF 

allocation 

raised. 

Secure 

additional 

MTEF 

allocation. 

Secure 

additional 

MTEF 

allocation. 

Secure 

additional 

MTEF 

allocation. 

Secure 

additional 

MTEF 

allocation. 

Compliance 

with Policies 

Automated 

procurement 

process to 

support 

compliance. 

At least two 

workshops 

held and 100% 

of processes 

well defined. 

At least two 

workshops 

held and 100% 

of processes 

well defined. 

At least two 

workshops 

held and 100% 

of processes 

well defined. 

At least two 

workshops 

held and 100% 

of processes 

well defined. 

At least two 

workshops 

held and 100% 

of processes 

well defined. 
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Sub-Programme: Human Capital Management (HCM) 

 

Purpose of Programme 

The role of the Human Capital Management (HCM) Division is to strengthen and build sefa’s human 

resource capacity. The HCM Division developed an action plan to enable the organisation to execute 

its strategy and mandate while aiming to achieve a High-Performance Organisation (HPO) status.  

 

Strategic Objective 

HCM Division continues to ensure that sefa has the necessary, adequate and productive workforce 

by providing capacity and skills, geared towards the execution of sefa’s strategy and mandate. The 

strategic objective of the HCM Division is to continue to cement the implementation of the 

interventions that drive towards a high-performance culture by focusing on the following key strategic 

goals:   

Profile of the sefa Organisational establishment 

Core Employees & Support Employees comparison 

 Staff 2015/16 2016/17 2017/18 2018/19 

Number of 

employees 
245 245 245 245 

Core 151 151 151 151 

Support 94 94 94 94 

 

Gender Representation  

Gender 2015/16 2016/17 2017/18 

Male  100 92 98 

Female 139 144 147 

 

Race Profile compared to Employment Equity Targets 

Employment Equity: Actual Target 

White  7% 8% 

Indian  3% 5% 

Coloured  4% 7% 

African 86% 80% 

 

Job Category Comparison  

Job Category: 2015/16 2016/17 2017/18 

Executives 6 6 6 

Managers 53 57 58 

Professionals 128 128 127 

Administration 47 37 42 

Support 5 4 4 

Interns 0 0 8 
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Strategic Initiatives 2019/20 

The Human Capital Management (HCM) 2019/20 strategic work plan execution is centred on 

improving impact, sustainability, productivity and efficiency within sefa. The strategic initiatives are 

aimed at channelling the organisation through the growth phase of the HPO journey.  

 

 

Strategic Initiative 1 – Invest in organisational development to build an appropriate 

corporate culture 

The HCM Division plans to implement the following interventions aimed at driving sefa culture 

transformation, improved Employee Engagement Levels, Increased Employee Productivity, and the 

establishment of a sefa Employee Value Proposition (EVP). The sefa culture transformation project 

is aimed at driving the organisation toward achieving HPO status through the implementation of an 

internationally recognised people management standard. The standard aligns the organisation's people 

strategies and practices to business objectives, and it creates a culture of engagement and high 

performance. The following are the planned interventions: 

• Culture Transformation Project 

• Talent Management Programme 

• Reward and Recognition Strategy and Programme 

 

Strategic initiative 2 – Improve organisational performance through targeted employee 

skills enhancement 

 

The HCM Division will implement the following interventions which are aimed at improving the sefa 

skills base, establishing sefa competency profiles, clear career progression and career pathways: 

• Implement Skills Audit to assess the depth of available skills to execute sefa mandate 

• Design of Learning Pathways 
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Strategic Initiative 3 – Enhanced organisational performance through improved process 

management 

 

The delivery of sefa’s mandate and strategic goals is also dependent on the productivity and 

engagement of its critical resources - the employees. The following initiatives will be implemented to 

ensure improved organisational performance, improved leadership, employee capability and enhanced 

performance management  

• Invest in organisational development and change management programs 

• Learning and Development Strategy 

• Performance Management Enhancement  

 

Strategic Initiative 4 – Enhanced organisational sustainability through increased 

compliance to legislation 

 

The HCM Division as a strategic business partner will contribute to the sustainability of sefa through 

compliance with legislation including the implementation of employee-related costs by the design and 

delivery of the following initiatives: 

• Governance and Compliance with legislative requirements 

• Adherence to Occupational Health & Safety requirements 

Cost containment initiatives Voluntary Early Retirement Programme (VERP) and Head Office 

Relocation. 

Human Capital Management Strategic Outputs 

Strategic Indicator 

Estimated 

Performance 
Targets 

2018/19 2019/20 2020/21 2021/22 2022/23 

 

2023/24 

Percentage improvement 

in the Employee 

Engagement Index (EEI) 

N/A N/A 60% 60% 70% 70% 

Percentage turnover of 

employee key positions 
7% 10% 10% 9% 7% 7% 

Percentage of staff (P – 

Band and above) that 

scores 3.1 or more in the 

annual performance 

assessment 

80% 80% 80% 80% 80% 80% 
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Divisional Outputs 

 

 

Sub-Programme: Information and communication technology (ICT)  

 

The achievement of sefa’s strategic objectives is directly dependent on various Information 

Technology services, without which the core and supporting functions of sefa will not be able to 

operate. These services are delivered fit-for-purpose by Identifying and implementing technology that 

improves efficiency, through the provision and maintenance of sound network infrastructure, 

appropriate user IT innovations and user-friendly Management Information Systems (MIS) as and when 

required. The division also strives to continuously improve access to professional services, technical 

support, ICT resources, tools and skills.  

Purpose of Programme 

Provide reliable ICT support to sefa business through application development, 

network/infrastructure management, security management and end-user computing support.  

 

Status of key strategic initiatives for the 2019/20 Financial Year 

Strategic Initiative 1 – IT Service Delivery and Management 

 

• Governance Improvement and Alignment to Strategy 

To ensure maximum ROI on investment and proper management of initiatives, a review of 

ICT processes is needed, and appropriate project management implemented. The benefits 

should ensure that projects deliver on time, budget and functionality expectations. 

Programme Initiatives 

Estimated Performance MTEF Target 

 

Project 2018/19 

 

2019 /20 

Invest in organisational development to 

build an appropriate organisational 

culture 

 

Assessment of sefa 

Organisational Culture through 

internal and external surveys 

Implementation of Stage 1 (Development) 

of the Investors in People Standard to 

drive a High-Performance sefa Culture 

Improve organisational performance 

through targeted employee skills 

enhancement 

Introduction of targeted skills 

enhancement programmes, e.g. 

Talent Acquisition Programme 

(TAP) and  

Regional Team Effectiveness 

Programme 

Implementation of Skills Audit to assess 

skills gaps 

Improve organisational performance 

through increased process management 

80% of employees with a 

Performance score of above 3.1 

(P Band and above) 

Implementation of Productivity 

Measurement Process  

Improve organisational sustainability 

through increased compliance with 

legislation 

 

Compliance with 100% of 

Human Capital, Occupational 

Health and Safety Related 

Legislation  

Compliance with 100% of Human Capital, 

Occupational Health and Safety Related 

Legislation 



 

87 
sefa Corporate Plan Financial Year 2019/20 

• Service Management Process Establishment 

IT service management is a core function of all IT operations. Proper planning, design, 

development, transition, maintenance and improvement of service delivery is essential to 

enable IT to deliver and maintain expected support levels. 

Strategic Initiative 2 – Network/Infrastructure management 

• Sustainable Infrastructure Planning 

The need for proactive planning around IT infrastructure represents a foundational initiative 

to the IT Strategy. In the context of this initiative, infrastructure refers to the hardware, 

networks, and facilities that support the procurement, development, delivery, maintenance, 

disposal and support of IT services. 

• Improve Regional Network Infrastructure 

Regional offices have outgrown the network capabilities. The regional office networks are 

currently independent and not aligned to the head office standards for security and 

management. IT personnel are not able to limit contention for resources, monitor or 

adequately secure regional office networks. The objective for 2019-2020 is to ensure that 

these connectivity issues to regional offices are solved and telephony standards improved. 

• Improve IT Business Resilience 

The primary objective is establishing a redundant site for all essential infrastructure that can 

be accessed even when the majority of sefa’s core infrastructure is inaccessible for any 

reason. This initiative involves replication of data, backup & restoration, testing and 

continuous improvements in line with risks and changes to the business environment. 

 

Strategic Initiative 3 – Business Intelligence 

Data Integrity, Business Intelligence and Data Analytics 

Business Intelligence, Data Analytics and Reporting are fundamental requirements to provide 

correct information to decision makers at the right time. Data quality assessment is needed 

to identify areas of improvement. By implementing full Balanced Scorecard automation and 

Analytics, management can enforce proper use of systems and eliminate Garbage-In-

Garbage-Out. 

Strategic Initiative 4 – Customer Automation 

This IT initiative involves:  

• Internet/Intranet improvements – automate content updating and functionality 

• Customer portal – enhance and add automated processes for customers  

• FinFind portal improvements and integration for the application process  

• Mobile solution development for customers – 2019-2020  

• Automate entrepreneurial assessment and integrate risk rating to an initial credit risk 

rating model defined by Credit division. 

• Improve automated credit risk ratings dependant on client behaviour and integrations to 

other credit rating partners.  

 

Strategic Initiative 5 – Business System Automation 

• ERP improvements and opportunities 
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ERP solutions are continuously improved and expanded. Upgrading existing- or additional 

modules are often faster, more cost-effective and have better user acceptance.  Implementing 

upgrades on time also means less costly/complex projects in the future and provide new 

functionality and automation. 

• Development – Business Systems  

Prioritise development improvements/implementations, implement commercial solutions and 

outsource development of standalone/non-core modules. 

 

Strategic Initiative 5 - SMMEs and Co-operatives Online Services 

Providing an integrated service to SMMEs and Co-operatives comprising of financial and non-

financial support is one of the strategic pillars of the government’s small business strategy.  To 

this extent, sefa will intensify its collaboration with Seda to provide an online platform for 

small businesses to access services and information from support agencies and other entities 

in the public sector. The implementation of the online platform will comprise of the following:  

 

o the national call centre – which will serve as an SMME helpline and will encompass 

the services of the Department of Small Business Development, sefa, Seda and other 

information and services from other government departments 

o the small business App – this will be in the form of a mobile App that will run on 

an IOS and Android platform and will initially serve as a platform in which SMMEs can 

raise complains about late payments from government institutions; access information 

services from Seda and apply online for sefa funding 

o the database of SMMEs - to facilitate the improvement of service delivery to 

SMMEs and Co-operatives, an SMME and Co-operative database will be designed and 

implemented by integrating existing registration information of SMMEs held by 

different government departments and agencies (i.e. SARS, CIPC, DoL, Local 

government etc). 

o one-stop-shop – to facilitate the physical access of services by SMMEs and Co-

operatives, one-stop-shop offices will be established at the district level. The online 

platform will be available in these one-stop-shop centres. sefa to explore closely a 

co-location model to minimize costs.   

  

ICT Strategic Outputs 

Strategic 

Indicator 

Estimated 

Performance 

Targets  

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

Ensure 99% uptime of 

business-critical 

services during 

business hours 

99% 99% 99% 99% 99% 99% 

Implementation of 

Internal & external 

Audit 

recommendations 

100% 100% 100% 100% 100% 100% 
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Strategic 

Indicator 

Estimated 

Performance 

Targets  

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

Improved IT BCP 

(Business Continuity 

Processes) 

Implement a 

complete plan by 

new technologies 

At least 1 

successful DR 

test on critical 

hosted 

services 

At least 1 

successful 

DR test 

on critical 

hosted 

services 

At least 1 

successful DR 

test on critical 

hosted 

services 

At least 1 

successful DR 

test on critical 

hosted 

services 

At least 1 

successful 

DR test on 

critical 

hosted 

services 

Implement value-add 

solutions, automate 

processes and improve 

operational efficiencies 

Improve 

efficiency or 

reduce costs of at 

least 5 processes 

through 

automation or re-

design 

Improve 

efficiency or 

reduce costs 

of at least 5 

processes 

through 

automation or 

re-design 

Improve 

efficiency 

or reduce 

costs of at 

least 5 

processes 

through 

automati

on or re-

design 

Improve 

efficiency or 

reduce costs 

of at least 5 

processes 

through 

automation or 

re-design 

Improve 

efficiency or 

reduce costs 

of at least 5 

processes 

through 

automation 

or re-design 

Improve 

efficiency or 

reduce 

costs of at 

least 5 

processes 

through 

automation 

or re-design 

Improved network 

security 

1 internal review 

and update per 

year 

1 internal 

review and 

update per 

year, 1 

external 

review 

1 internal 

review 

and 

update 

per year 

1 internal 

review and 

update per 

year, 1 

external 

review 

1 internal 

review and 

update per 

year 

1 internal 

review and 

update per 

year, 1 

external 

review 

Small Business Online 

Services 

 Implement 

shared 

services portal 

with SEDA, 

mobile access 

of One-Stop 

shop and Call-

Centre. 

    

 

Sub-Programme: Corporate Strategy and Reporting  

 

Purpose of Programme 

Provide strategic support services to the line of business within sefa, using the implementation of the 

following functions: 

• Corporate planning and reporting.  

• Research management, information dissemination and programme evaluation. 

• Strategic project management implementation and coordination. 

• New product development and pilot implementation. 

 

Strategic Initiative for 2019/20 

 

Strategic Initiatives 1 – Corporate planning and reporting 

• Facilitation of the sefa annual corporate planning and development of strategic and annual 

plans. 
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• Corporate reporting – quarterly reports to the sefa Shareholder (IDC), Executive Authority 

(DSBD) and the Board of Directors on the implementation of the sefa strategic and annual 

plans.  

 

Strategic Initiative 2 – Research Management and Information Dissemination 

• Monitoring and Evaluation of sefa loan programmes implementation - An annual impact survey 

will be carried out to understand the impact of the organisation’s programmes on its funded 

clients and provide recommendations for improved or new product design. 

• Commissioning of ad-hoc research studies – Facilitation of and commissioning of ad-hoc 

research on behalf of divisions to support strategic decision-making, programme formulation 

and management. 

• Knowledge Management Implementation – Maintenance and enhancement of the sefa 

knowledge bank to support loan application due-diligence, information dissemination for 

increased knowledge and understanding of small business and economic policy.  

 

Strategic Initiative 3 – Strategic Project Management  

The following projects will be continued in the 2019/20 financial year 

• Automation of the corporate planning and reporting system 

• Implementation of Enterprise Content Management service – automation of sefa business 

process, sefa enterprise content repository, enterprise collaboration and knowledge 

management  

• Shared Service implementation with DSBD and sefa (national call centre) 

 

Strategic Initiative 4 – New Product Development 

• Implementation of the fintech financing programme to support township-based enterprises 
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PROGRAMME 4: BUILD A STRONG AND EFFECTIVE sefa BRAND 

EMPHASIZING ACCESSIBILITY TO SMMEs 

 

Sub-Programme: Marketing and Communication 

Purpose of Programme  

The role of Marketing and Communication is to position and market sefa, its products and services 

to SMMEs and Co-operatives and to facilitate strategic engagements with key stakeholders.    

For the past five years, sefa marketing and communications focused on building awareness of the 

organisations’ role within the Development Finance Institutional framework and marketing sefa 

products and services to its target market.   

Strategic Objective: 

1. Increase client outreach and investment growth through township economic and targeted co-

operative programmes. 

Marketing 

Strategic Indicators Review 

2017/18 

Projected 

2018/19 

Number of sales Access   

- sefa offices 
9 Regional Offices 9 Regional Offices 

- sefa Co-location 
43 co-location 43 co-location 

Number of Enquiries 5 130 786 

Number of Customer Complaints 61 48 

Marketing Outreach Events 

 
  

- Roadshows 
13 3 

- Exhibitions 
13 10 

- Others 
  

 

Level of Customer Satisfaction 
  

 

Analysis of Performance 

Accessibility and visibility are core to sefa’s strategy and existence. Currently, there are 9 Provincial 

office and 43 co-location offices nationally.  

During the year under review, the strategy around outreach was to focus on key themed months that 

resonated with the organisations’ core business principles and as such three events were planned. 

These events are in line with sefa’s target market, that is, youth, women and people with disabilities. 
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The youth event was held in Limpopo and the Women’s event in Kimberly, both being rural provinces 

which are a critical factor to sefa’s mandate. 

Media supports play a significant role in publicising and informing the public about the products and 

services. In line with the target market, the media spent has some bias towards the provincial and 

community media. 

The CRM strategy is being implemented as planned. Currently, training is continuing, and it is expected 

to be completed by the fourth quarter. More-over the automation process of CRM is on the cards 

Status of key strategic initiatives as per the 2018/19 Corporate Plan 

Strategic Initiative 1 – Enhance the sefa brand emphasising the accessibility of its 

products and services to SMMEs and co-operation enterprises 

Currently, there are nine branded regional offices, 43 co-location points. This allows for better visibility 

and accessibility of sefa products and services in peri-urban and rural areas. Media is also crucial in 

ensuring that sefa products and services are published nationally. The website also plays a pivotal role 

in information sharing.   

 

Status by Financial Year End 2018 /19 

The branch network will remain 9 Regional offices and 43 co-location sights. Media will continue to 

inform the public about the sefa offering. 

 

Strategic Initiative 2 – Customer Relationship management 

Two annual surveys have been conducted.  The implementation process in line with strategy is 

currently focusing on training and automation. 

 

Status by Financial Year End 2018 /19 

All sefa staff will be trained on Customer services. 

Strategic Initiative 3 – Stakeholder engagement 

Four key themed stakeholder engagement sessions are planned for the current. Youth month, 

Women’s month and disability month. This is all in line with the mandate  

Status by Financial Year End 2018 /19 

Four key stakeholder engagement sessions are planned for the year. 

Strategic Initiative 4 – Build an effective internal communication platform 

Through the e-sefa talk, newsletter and other internal communication platforms, the organisation is 

able to communicate. 
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Status by Financial Year End 2018 /19 

Currently, official internal communication is mostly e-sefa talk, newsletter and emails 

Marketing and Communications Strategic Outputs 

 

# Strategic 

Indicator(s) 

 

Project 

2018/19 

 

 

2019/20 

 

 

2020/21 

 

 

2021/22 

 

 

2022/23 

 

 

2023/24 

 

Building sefa 

brand 

 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Outdoor media 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

CRM CRM operating 

manual. Annual 

Customer 

Satisfaction 

Survey. Systems 

to measure 

customer 

satisfaction. 

Create 

awareness of the 

CRM processes. 

Enhance CRM 

processes. 

Customer 

satisfaction 

survey. 

Create 

awareness of the 

CRM processes. 

Enhance CRM 

processes. 

Customer 

satisfaction 

survey. 

Create 

awareness of the 

CRM processes. 

Enhance CRM 

processes. 

Customer 

satisfaction 

survey. 

Create 

awareness of the 

processes, 

Enhance the 

CRM processes. 

Customer 

satisfaction 

survey. 

Re-evaluate the 

levels and 

process. 

Stakeholder 

Engagement 

Develop sefa 

stakeholder 

engagement 

framework. 

Building strategic 

engagement with 

2 stakeholder 

groups 

Operationalise 

stakeholder 

engagement 

framework. 

Ongoing 

engagement with 

strategic 

stakeholders 

Ongoing 

engagement with 

strategic 

stakeholders. 

Ongoing 

engagement with 

strategic 

stakeholders 

Ongoing 

engagement with 

strategic 

stakeholders. 

Ongoing 

engagements 

with strategic 

stakeholders 

Internal 

Communication 

Development of 

internal 

communications 

framework. 

Employee 

monthly 

newsletter. 

Quarterly 

employee 

engagement. 

Year-end 

engagement. 

Monthly online 

engagement for 

sefa 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 

Annual report. 

Marketing 

paraphernalia. 

Community 

media. sefa 

digital platforms. 
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PROGRAMME 5: COMPLIANCE, GOVERNANCE, ENTERPRISE 

RISK MANAGEMENT AND INTERNAL AUDIT 

 

Sub Programme: Governance, Risk and Compliance 

The purpose of this programme is to ensure that sefa, fully comprehends the governance risks and 

compliance obligations that are inherent in its business. Furthermore, it is to promote aspects that 

enhance financial sustainability in the sefa loan book portfolio 

 
Sub-Programme: Enterprise Risk Management 

The dynamic operating environment presents sefa with several challenges. These include the rapidly 

changing client needs, which are exacerbated by the adverse macro-economic environment. The 

inability to timeously, effectively and efficiently deliver products and services that respond to the needs 

of the client then becomes a notable risk.  

 

In 2016, sefa adopted an Enterprise Risk Management Framework. This sought to provide a holistic 

approach to risk management. The framework is also aligned with best practice standards such as the 

Committee of Sponsoring Organisations of the Treadway Commission (COSO) framework, the 

Public-Sector Risk Management Framework and the ISO 31000 standard.  

 

Risk Management maturity 

The National Treasury Financial Management Capability Maturity Model (FMCMM) outlines six 

maturity levels that public institutions should aspire to achieve in terms of risk management as follows: 

level 1-Startup, level 2-Development, level 3-Control, level 4-Information, level 5-Managed, level 6-

Optimising 
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As of   31 March 2017, sefa risk management maturity had reached level 3. The organisational risks 

are categorised into three buckets. These are highlighted in the figure above in terms of risk ratings 

and risk mitigation. The following section provides more context.  

1. Regulatory decisions and changes in regulations 

• We comply with a wide range of requirements that regulate the licensing and operation 

of our products in South Africa. The decisions of regulators on granting licences as well 

as accountable institution and loan fees may affect us negatively. 

2. Unpredictable political, economic and legal risks 

• Political, economic and legal risks in some of our products may be less predictable. The 

value of our investments/loans in certain business may be negatively affected by political, 

economic, tax and legal developments beyond our control or due to public corruption. 

3. Infrastructure Failures 

• We operate various regions that rely on third parties to provide power or transmission. 

In certain regions, we have not yet tested the BCP. Power outages may negatively impact 

on loan collections and disbursement, revenue and our reputation. 

For the past financial year, the key activities of risk management in the organisation focussed on  

• Creating awareness among staff of various aspects of organisational risks 

• Risk identification, assessment and risk response at Board and functional level 

• Development and implementation of a Business Continuing Management strategy 

 

Strategic Enterprise Risk initiatives 2019/20 

For the 2019/20 financial year, the sefa enterprise risk programme will focus on: 

• Capacity building of risk champions. 

• Continue effective risk monitoring and reporting. 

• Facilitation of compliance processes, establishment and embedding of compliance controls and 

ongoing compliance monitoring and advice. 

• Development of a risk appetite framework to quantitatively depict the level of tolerance 

associated with the sefa balance sheet. 

• Embedding a risk awareness and responsive culture and practice to enable sefa to respond 

appropriately through targeted awareness and training interventions. 

• Continue entrenching a centre of excellence in risk management to serve the business areas 

in the identification, assessment, treatment, monitoring and reporting of risks through the 

appropriate acquisition and deployment of people with the right level of risk management 

knowledge, skills and experience.  

• Developing technological solutions to dynamically record, monitor and report on risks, 

including risk models which provide information on the behaviour of the risks, specifically 

credit risk.  

• Improving governance processes, including policies, procedures, tools and templates to create 

a standard that will ensure uniformity, efficiency and effectiveness in the management of risks. 
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Risk Management Strategic Outputs 

#Strategic 

Indicator(s) 

 

 

Project 2018/19 

 

 

2019/20 

 

 

2020/21 

 

 

2021/22 

 

 

2022/23 

 

 

2023/24 

Review of ORSA 

related policies Review of at least 3 

ORSA policies 

 

Review of the 

remainder of 

ORSA related 

policies 

 

N/A N/A 

Review of 

ORSA related 

policies 

 

N/A 

Conduct risk 

assessments 
80% coverage 80% coverage 80% coverage 80% coverage 80% coverage 80% coverage 

Conduct strategic 

risk assessment 

 

1 (Input required 

from EXCO) 
1 1 1 1 1 

ERM Reporting 
4 2 2 2 2 2 

Develop and Review 

Business Continuity 

Plans for regions 

2 2 2 2 2 2 
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Sub-Programme: Compliance 

 

Purpose of Programme  

The purpose of this programme is to ensure that sefa, fully comprehends the compliance obligations 

that are inherent in its business. Furthermore it is to promote aspects that enhance financial 

sustainability in the sefa loan book portfolio. 

 

The South African regulatory compliance landscape continues to grow, and a plethora of new 

legislation is being introduced. Companies are challenged to implement control mechanisms to mitigate 

compliance risks. The financial services industry is also inundated with legislation that requires strict 

compliance with legislation. sefa, being a SOC Ltd is expected to become compliant with all legislation 

that applies to it.  

 

The diagram below highlights the interaction and submission to the different regulatory authorities: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The regulatory universe which consists of 103 pieces of legislation has been developed, and the 

legislation was further prioritised into 20 priority legislation in 2015. The Compliance Management 

Department has developed compliance policies, which are required to give effect to different pieces 

of legislation within the sefa environment. 

 

Additionally, in a bid to embed business controls for the mitigation of compliance risks within sefa, 

compliance risk management plans are developed and work-shopped to business for implementation 

and to ensure ongoing compliance. 
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Monitoring exercises are conducted in the form of compliance reviews and control self-assessments 

to determine the level of compliance within business units. The Compliance Management Department 

provides compliance advisory and research services for all regulatory matters within sefa. 

Strategic Initiative 2019/20 

For the 2019/20 financial year, the compliance business unit will focus on the following: 

 The Compliance Management Department at sefa will focus on the following activities: 

• Review of business policies for regulatory alignment. 

• Compliance research and ongoing update of Bills and emerging trends in the compliance 

environment. 

• Ongoing adequacy and effectiveness monitoring exercises to assess the level of 

compliance within sefa. 

• Liaison and reporting to regulators. 

These activities are based on the Compliance of Institute of South Africa Generally Accepted Standards 

and supported by the Enterprise Wide Risk methodology. 

 

Compliance Strategic Outputs 

 

 

Strategic Indicator(s) 

 

 

Projected 

2018/19 

 

 

2019/20 

 

 

2020/21 

 

 

2021/22 

 

 

2022/23 

 

 

2023/24 

 

Developing Compliance 

Risk and management 

plan 

 

20% coverage 50% coverage 70% coverage 80% coverage 80% coverage Review 

Review of Process, 

Procedures and 

Guidelines 

50% coverage 80% coverage 80% coverage 80% coverage 80% coverage 80% coverage 

Compliance Monitoring 

and Reporting 
20% coverage 50% coverage 80% coverage 80% coverage 80% coverage 80% coverage 

Regulatory Universe 80% coverage 80% coverage 80% coverage 80% coverage 80% coverage 80% coverage 
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Sub-Programme: Credit 

Purpose of Programme  

The purpose of the Credit Indemnity Scheme assists SMEs to obtain financing from the commercial 

banks and other financial institutions to enable them to establish, expand or acquire new or existing 

businesses in circumstances where they would not, without the support of an indemnity cover, qualify 

for such financing in terms of the participating institution’s SME lending criteria. 

 

The objective of our credit program is to expand the utilisation of the Credit Indemnity Scheme by 

increasing the number of participating institutions, the introduction of new products and the 

streamlining of business processes and systems. 

 

Historical Performance 

Credit Department Performance 

Indicators 

Actual 

Direct Lending 

Actual 

Wholesale 

31 March 2018 31 March 2019 

Number of deals assessed for Approval 278 25 

Rand value of deals assessed R357.5 million R600 million 

Percentage of assessed deals approved 85% 32% 

Number of credit officers 4 1 

Average interest rate 14.32% 13.25% 

Analysis of Performance 

Status of key strategic initiatives as per the 2018/19 Corporate Plan 

Strategic Initiative 1 – Credit Risk Appetite 

We have completed the Risk appetite statement, Credit Risk Appetite and the Concentration Limits. 

We are however awaiting the Universe Risk assessment by the sefa Board. When the board does 

the sefa Risk Universe, then we will be in a position to quantify sefa risk. The identification of the 

sefa risk framework is, therefore, the only component that is delaying the completion of the Risk 

Appetite framework. 

Status by Financial Year End 2018 /19 

We envisage that the Board and Exco will identify and assess sefa's Risk Universe by the end of the 

current financial year. 
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Strategic Initiative 2 – Greater Alignment between credit and business by ensuring 

deeper involvement of credit risk analyst in the due diligence process 

The objective of the partial decentralisation of Credit Risk Analyst to the region is to improve both 

business performance and throughput. The conversion rate (approvals) regarding the number of 

Application improved from 50% during 2015/17 financial year (when Credit Risk Analysts were highly 

centralised) to 62% during the 2016/17 financial year. The conversion rate again increased to 82% 

during the 2017/18 financial year. The conversion rate for the current financial year is currently 

standing at 65%.  There have been improvements in the quality of submissions to the credit 

committees. With regards to the deal structure, unpacking of financial and assessment of the business 

case and market analysis.   

Status by Financial Year End 2018 /19 

We will continue to ensure the deeper involvement of Credit Risk Analyst in the due diligence process. 

Strategic Initiative 3 – Optimise credit portfolio reporting to improve credit risk decision 

making 

We have strengthened the relationship with TransUnion. The objective is to get adequate and reliable 

information that will help sefa make an informed decision both at origination and post-investment. 

We have subscribed to the following tools and systems from the TransUnion: 

• Advance Client Information at the origination of transaction 

• TransUnion SME Credit Risk Rating Model 

• Post Investment Monitoring tool 

 We are currently working towards customising these tools and systems to suit sefa's needs. 

Status by Financial Year End 2018 /19 

Training has been given to MANCOM members regarding the TransUnion SME Credit Risk Rating 

Model. We will also continue with the customisation of the Advance Client Information Tool and the 

Post Investment monitoring tool. 

Strategic Initiative 4 – Better segmentation or diversification of the portfolio 

Status update:  

The project has been completed and currently all sefa Direct lending clients have been migrated to 

SIC codes revision. All sectoral concentration reports reflect the correct SIC codes. 

Status by Financial Year End 2018 /19 

We will incorporate the analysis in the Risk Appetite Framework on Sector Concentration Limits. 

Strategic Initiative 5 – Revise Pricing Framework for Direct and Wholesale Lending  

We have completed an analysis of the impact on the new pricing framework on Direct Lending Clients. 

The Average Price under the old pricing framework for the 2017/18 financial year is 14.93%. However, 

under the new pricing framework, the average price for the period under review is 13.43%. The 

reduction in the average price between the old pricing framework and the new pricing framework is 

due to a 1% reduction in the Opportunity cost of capital. 
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With regard to the blended funding model, a portion of the funding extended to the SMMEs will be in 

the form of a grant, and the balance, a repayable loan. sefa has already received funding commitments 

from the Department of Small Business Development (DSBD) and the Small Business Innovation Fund 

(SBIF) a portion of which will be used as a grant in the blended funding model. In addition to the 

committed institutional funds, sefa will seek additional grant funding by collaborating with various 

public and private sector entities. 

The effective cost of funding to the SMME will thus be lower and the grant portion will reflect as an 

improvement in the financial position of the SMME. A quantitative modelling exercise will be 

undertaken in the 2019/20 financial year that will determine the financial impact and the future funding 

required of an adjustment in the sefa lending model.  

The sefa Credit and Investment policy will be revised to incorporate a blended funding model as well 

as the attended effects this will have to the existing pricing framework.  

Status by Financial Year End 2018 /19 

We will continue to report on the average price in relations to the average price over the previous 

financial year and provide feedback to Exco. 

Strategic Initiative 6 – Enhance the efficiency and effectiveness of Credit Risk 

Management  

We have visited six regional offices, training business on the new credit policy.  

Status by Financial Year End 2018 /19 

Will visit and organise workshops in 2 more regions. 

Key Credit strategic initiatives for the 2019/20 Financial Year about the sefa’s strategic 

focus 

Strategic Initiative 1 – Assist sefa management to take appropriate credit risk through 

improved risk assessment and identification 

• Enhance relationship with Credit Bureaus 

• Enhance greater alignment between credit and Business 

• Enhance peer review by discussing past transactions, and lessons learnt  

• Effective Utilization of PIM reports on sefa on lessons learnt 

Strategic Initiative 2 – Optimise Internal processes and stakeholder expectation 

• Continue knowledge sharing with stakeholders 

• Continuous review of Credit and Investment Risk Policy to reflect lessons learnt 

• Knowledge archiving on the intranet 

• Review and Update existing SLA’s 

Strategic Initiative 3 – Enhance Credit Risk Quantification models 

• Review risk elements and weights contained in Credit Risk models 

• Validation and calibration of existing models to improve predictive powers 

• Review pricing methodology to offer competitive rates to targeted programmes 

• Align credit risk models to IFRS 9 

• Design and implementation of the impairment model in line with IFRS9 
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Strategic Initiative 4 – Uniform approach to the analysis of Credit Risk  

• Risk appetite framework to ensure uniform understanding of credit risk thresholds 

• Enhance relationship with sefa and IDC research Units for the sectoral report 

Credit Strategic Outputs 

 

Strategic 

Indicator 

Estimated 

Performance 

Targets  

2018/19 2019/20 2020/21 2021/22 2022/23 2023/24 

Increase 

approvals 

conversion rate  

 

 

70% 

 

70% 

 

75% 

 

75% 

 

80% 

 

80% 

Implement 

TransUnion SME 

scorecard 

Full 

Implementation 

Maintain and 

Enhance SME 

Scorecard 

Maintain and 

Enhance SME 

Scorecard 

Maintain and 

Enhance SME 

Scorecard 

Maintain and 

Enhance SME 

Scorecard 

Maintain and 

Enhance SME 

Scorecard 

Review of Credit 

and Investment 

Risk Policy 

Update the 

Credit and 

Investment Risk 

Policy 

Update the 

Credit and 

Investment 

Risk Policy 

Update the 

Credit and 

Investment 

Risk Policy 

Update the 

Credit and 

Investment 

Risk Policy 

Update the 

Credit and 

Investment 

Risk Policy 

Update the 

Credit and 

Investment 

Risk Policy 

Putting risk 

Criteria for all 

sectors on sefalas 

50% of sectors 
50% of 

Sectors 
70% of sectors 

100% of 

sectors 

Review and 

update of risk 

criteria 

Review and 

update of risk 

criteria 

Review all 

existing SLA’s 

Review and 

implementation 

of all existing 

SLA’s 

Review the 

implementatio

n of all existing 

SLA’s 

Ensuring 

adherence to 

all SLA’s 

Ensuring 

adherence to 

all SLA’s 

Ensuring 

adherence to 

all SLA’s 

Ensuring 

adherence to 

all SLA’s 

Review of Credit 

Risk rating 

models 

Review of all 

risk elements, 

weights 

contained in the 

model 

Calibration 

and validation 

of the Risk 

rating models 

Ensuring that 

risk rating 

models 

conform to 

IFRS 9 

Ensuring that 

risk rating 

models 

comply with 

IFRS 9 

Ensuring that 

risk rating 

models 

comply with 

IFRS 9 

Ensuring that 

risk rating 

models 

comply with 

IFRS 9 

Design and 

Implementation 

of Impairment 

model 

Impairment 

model in line 

with IFRS9 

Impairment 

model in line 

with IFRS9 

Impairment 

model in line 

with IFRS9 

Impairment 

model in line 

with IFRS9 

Impairment 

model in line 

with IFRS9 

Impairment 

model in line 

with IFRS9 

Risk Appetite 

framework  

Implementation 

of the Risk 

Appetite 

Framework 

 

N/A 

 

N/A 

 

N/A 

 

N/A 

 

N/A 

Workshops 

credit risk issues 

with business at 

all the regions 

Visit all the 

regions to 

workshop credit 

risk assessment 

and 

identification 

issues in 

transactions 

Visit all the 

regions to 

workshop 

credit risk 

assessment 

and 

identification 

issues in 

transactions 

Visit all the 

regions to 

workshop 

credit risk 

assessment 

and 

identification 

issues in 

transactions 

Visit all the 

regions to 

workshop 

credit risk 

assessment 

and 

identification 

issues in 

transactions 

Visit all the 

regions to 

workshop 

credit risk 

assessment 

and 

identification 

issues in 

transactions 

Visit all the 

regions to 

workshop 

credit risk 

assessment 

and 

identification 

issues in 

transactions 



 

103 
sefa Corporate Plan Financial Year 2019/20 

Sub-Programme: Internal Audit  

sefa’s Internal Audit function is an independent, objective assurance and consulting activity. It will 

evaluate and improve the effectiveness of risk management, control and governance processes. Internal 

Audit activity provides audit coverage, in conjunction with independent Auditors, of significant 

operational and financial reporting risk activities in sefa and assists management in ensuring that 

proper controls are in place. Internal Audit monitors and follows up on the implementation of agreed 

action plans to ensure an improved control environment. It performs Forensic investigations, special 

assignments as well as consulting activities as requested by Management and the Board as part of Fraud 

Risk Management.  

Key Initiatives for 2019/20 

a) An assurance on core sefa business processes: Provide assurance on adequacy and effectiveness of 

core sefa investment processes. Interdepartmental SLA’s will be documented and signed to improve 

efficacies and turnaround times.  

b) Create a sound Control Environment and assist Management to achieve organisational goals: (a) 

Provide assurance to Management and the Board on the adequacy; (b) effectiveness and efficiency of 

core sefa business processes and; (c) Secure required resources to ensure comprehensive coverage 

of the control environment and combatting fraud within the business.  

c) Improve Internal Audit Productivity/Effectiveness: (a) Establish a high-performance Audit Team to 

provide increased value-add through the effective and efficient execution of Internal Audit activities 

and; (b) Use automated integrated audit and risk tools to improve Internal Audit efficiency.  

d) Improve Risk Management and Governance processes: Provide assurance on the effectiveness of 

risk management processes, Governance, and Compliance with relevant legislation and establishing a 

useful Combined Assurance Framework and structure.  
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Sub-Programme: Legal Services 

Purpose of the Programme  

Legal Services provides contract drafting, legal representation and legal advice to the core and 

supporting divisions in sefa. 

Strategic Initiative 1 – Contracting – Facilitate the drafting of loan agreement and amendments 

based on committee decisions 

Strategic Initiative 2 – Represent and facilitate the resolution of all sefa legal disputes 

Strategic Initiative 3 – Institute and facilitate the process of legal collection where funded clients 

have reneged on the contract agreements 

Sub-Programme: Company Secretariat   

Company Secretariat is a statutory function that guides the Board on its duties and responsibilities.  It 

provides secretarial and administrative support to the Board and its committees. It also fulfils sefa’s 

documents & records management functions to ensure that the organisation complies with the 

National Archives and Records Act and related laws, codes and standards.  

For the 2019/20, financial the year the company secretariat will focus on: 

 

Enhanced guidance and secretarial support to Board and Committees 

• Facilitation of Board and executive management engagements 

• Ensure proper recording and safekeeping of minutes of meetings  

• Monitoring the implementation of Board decisions  

 

Strategic Initiative 1 – Compliance with applicable laws, policies and procedures 

• Ensure compliance with statutory and regulatory requirements 

• Ensure that high-risk audit findings are promptly addressed 

Strategic Initiative 2 – Automation   

• Reduced printing thereby reducing associated costs 

Strategic Initiative 3 – Strengthen DRM to Support business decisions effectively 

Maintenance and monitoring of compliance with DRM processes, practices and standards 

  



 

105 
sefa Corporate Plan Financial Year 2019/20 

PROGRAMME 6: PROPERTY MANAGEMENT 

 

Purpose of the Programme 

To ensure that the value of the sefa property portfolio is preserved, maintained and strategically 

utilised to provide affordable infrastructure to SMMEs that are aligned to the sefa organisational 

strategy.  

 

sefa owns a sizeable number of properties in seven provinces. The 2018 Fair Value of Investment 

PropertiessR183.4 million, made up of 53 properties in 7 provinces and comprising of 30 industrial 

properties and 22 ,retail commercial properties and one vacant land. 

Analysis of Performance 

The table below depicts the performance of the property programme against its key measurement 

indicators.  

  Property Portfolio 

Strategic Indicators 

Actual 

 

Projected 

31 March 2018 31 March 2019 

Collection Rate 46% 42% 

Cost to Income-Properties 272% 289% 

Occupancy Rate 80% 80% 

 

Lack of maintenance, property management expertise and ongoing ownership disputes is some of the 

strategic challenges confronting the sefa property portfolio. In an effort to preserve the property 

values and mitigate compliance (health and safety) and insurance risk, properties have been upgraded 

in Orlando West, Atteridgeville, Pennyville and the Port Elizabeth retail centre Industrial Parks. In 

addition, major repairs are being done at Victoria Street Market. 

Ownership disputes currently exist between Gauteng Province Industrial Parks Association (GAPIPA) 

and OWIPA (Orlando West Industrial Parks Association). GAPIPA and OWIPA claim that 

undertakings were made more than 30 years ago that properties would be sold to tenants. It appears 

that the transfer of properties to tenants were never concluded due to lack of consensus in terms of 

the purchase price and other related matters. The Board of Directors resolved to negotiate the 

transfer of the properties to tenants at a fair value.  

Losses and arrears: The factors that have contributed to the losses and arrears have mainly been: 

a) The properties have not had a significant refurbishment in over 40 years and are in a condition 

of severe physical deterioration, which has resulted in increased levels of repairs and maintenance 

costs. 

b) The tenants’ willingness to pay rental for properties owned by the government. 

c) SMMEs inability to pay rentals because the properties are situated in areas that have low 

economic activities and arrears by GAPIPA tenanted properties (Gauteng Province Industrial 

Parks Association) due to historic agreements with the DTI, this resulting in rental boycotts. 

d) Compliance issues such as fire & Insurance risk have resulted in 5 burnt properties and loss of 

income. 



 

106 
sefa Corporate Plan Financial Year 2019/20 

Our collection rate of 42% is well below the industry standard, and this has contributed significantly 

to the poor performance of our property portfolio.  The performance of the investment property 

portfolio poses a significant threat to the financial sustainability of sefa.  

Strategic Initiatives for 2019/20  

The following will be the key strategic initiatives for the property programme 

Strategic Initiative 1 – Improve the cost to income ratio  

Target cost reduction in operating expenses and perform lease audit to improve tenancy records, 

billings and consequently collections. 

Strategic Initiative 2 – Increase the property occupancy rate 

Verify the tenancy schedule. Formulate and implement repairs and maintenance plan for properties 

not on the disposal list. Thereafter source, attract and verify commercially viable tenants. Retain and 

conclude leases with rent-paying tenants. Institute legal action and evict tenants beyond 90 days in 

arrears. 

Strategic Initiative 3 – Improve the collection 

Verify the tenancy schedule. Conclude leases with creditworthy tenants. Improve billing processes and 

tenant query resolutions. Employ resources dedicated to collections and tenant queries. 

Strategic Initiative 4 – Disposal of the investment property portfolio 

The property portfolio is loss-making. The Executive Authority in 2017/18 financial year, gave sefa 

approval to dispose of non-core strategic properties. A plan will be formulated during the 2019/20 

financial year to have the full property portfolio disposed by 2021/22 or transferred to the department 

or entity, subject to the approval of the Executive Authority. 

Properties Strategic Outputs 

 

Strategic 

Indicator 

Estimated 

Performance Targets  

2018/19 2019/20 2020/21 2021/22 2022/23 

 

2023/24 

Updated lease 

agreements 
10% of tenants 

100% of 

tenants 

100% of 

tenants 

100% of 

tenants 

100% of 

tenants 

100% of 

tenants 

The cost to income 

rate (excl. finance 

charges) 

 

190% 163% 146% 147% 147% 140% 

Collections rate 45% 60% 80% 80% 80% 80% 

Plan for disposal or 

transfer of the 

properties portfolio 

- 

Plan 

formulated 

and approved 

Implementatio

n of plan 

Implementatio

n of plan 

Implementatio

n of plan 
- 
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Annexure 3 – Material and Significance Framework 
 

PFMA requires that an entity must on request, disclose to its executive authority, all material facts 

that may influence decisions made by the executive authority. 

PFMA states that Treasury approval is required before entering into significant or material 

transactions. The act also requires that material irregular expenditure and fruitless and wasteful 

expenditure be reported in the annual report. The act does not define material and significant as such; 

an entity is required to develop a materiality framework that is applied to both significant transactions 

and irregular expenditure. 

Materiality levels for significant and material transactions: 

The practice note on the applications under section 54 of the PFMA provides the following parameters 

for calculating materiality: 

Element 

 

 

The materiality and significance framework of sefa is based on Total Assets due to the nature of sefa’s 

business being asset-based. 

Total group assets as per 2017/18 audited annual financial statements: R2,341,422,000, 2% of total 

assets: R46,828,440. 

The materiality is in line with materiality used for external audit purposes. 

In addition to the above, section 17 of the Shareholder compact requires that: 

• The Accounting Authority will develop and agree on a framework of acceptable levels of 

materiality and significance with the Shareholder and the Executive Authority. 

• The Accounting Authority will promptly and in writing request approval from the Shareholder 

and the Executive Authority for each funding transaction where its total exposure to the 

company being funded will increase to above R150 million or where sefa equity stake in the 

company will exceed 50%. 

• Section 54(2) of the PFMA considers the following transactions to be significant, and an entity 

must inform the relevant treasury of the transaction and submit relevant of the transaction to 

its executive authority for approval concluding the transaction; 

• The establishment or participation in establishing a company (this type of transaction is 

significant by nature); 

• Participation in a significant partnership, trust, unincorporated joint venture or similar 

arrangement (significance is determined by the value of the transaction); 

• Acquisition or disposal of a significant shareholding in a company (this will be significant where 

ownership control is affected or where the entity’s control over a special resolution is affected, 
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or the change in shareholding exceeds 20% or any transaction that will result in an ultimate 

shareholding exceeding 20%); 

• Acquisition or disposal of a significant asset (significance is determined by the value of the 

transaction); 

• Commencement or cessation of significant business activity (This applies to activities that are 

non-core in nature and the amount thereof must be significant); 

• A significant change in the nature or extent of its interest in a significant partnership, trust, 

unincorporated joint venture or similar arrangement (this will be significantly based on the 

amount or where the nature of the relationship changes or where the cumulative interest 

exceeds 20% or any transaction that results in an aggregate interest of 10%). 

Materiality levels for irregular expenditure: 

Materiality levels for reporting irregular expenditure are set at 0.5% of materiality levels for significant 

and material transactions, hence amounting to R234,142 (2016/17: R234,602) on a transactional level. 

Borrowing Limitations 

sefa has the following borrowing limitations imposed: 

• Funds may only be borrowed or guarantees issued through the Accounting Authority. 

• The Memorandum of Incorporation prescribes that Shareholder’s approval is required before 

concluding a transaction where the entity borrows funds or issue guarantees. 

• sefa may not borrow money in a foreign currency above a prescribed limit. 

• A borrowing programme must be submitted to the Minister on an annual basis. 

• Annexure 4 – Fraud Prevention Plan 

• In the efforts to ensure appropriate Fraud Risk Management, sefa has the following policies 

and systems in place: - 

• Fraud Risk Policy 

• Fraud Response and Prevention Plan 

• Anonymous Tip-Off Hotline Robust Fraud 

• Awareness will be done within sefa to ensure the effectiveness of sefa's mechanisms in the 

combatting of fraud and corruption. 
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Annexure 4 – Fraud Prevention Plan 

  
In the efforts to ensure appropriate Fraud Risk Management, sefa has the following policies and 

systems in place: -  

• Fraud Risk Policy  

• Fraud Response and Prevention Plan  

• Anonymous Tip-Off Hotline Robust Fraud  

 

Awareness will be done within sefa to ensure the effectiveness of sefa's mechanisms in the combatting 

of fraud and corruption. 
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