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Creating value

describes our strategy that enables us to deliver on our stakeholders’ needs and expectations,
and manage our associated risks and opportunities.

Delivering value

reflects on the performance of our operating entities and the creation of value for our
investors and other stakeholders through our strategy implementation and financial performance.

Creating value sustainably describes our efforts to be a responsible corporate citizen, contributing to the
good of our wider society and aspiring to the principles of the United Nations’ Sustainable Development Goals.

Protecting value presents our governance structures, compliance with legal and regulatory requirements,
and includes key deliberations of our Board and Board committees.

For further information visit our website

STRATEGIC OBJECTIVES

Read more on this page

STAKEHOLDERS

Improve profitability by realigning the fixed cost
base with the cyclical markets we target.

Shareholders/investors and debt providers

Grow shareholder value by trading profitably and
efficiently, generating free cash flow and considering
undervalued business entities for sale.

Employees
Customers

Focus on customer-centric model to better
understand their needs and improve service offering.

Suppliers/partners

Invest in and grow our leadership throughout
the organisation.

Media

Enhance innovation through investment in research
and development, digitalisation and mobility.

Union/bargaining council

Align the organisational structure to deliver on our
strategic objectives.

Government and regulators

ETION Integrated Report 2022
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About our integrated report
Welcome to the 2022 Integrated Report of Etion Limited (Etion or the Group).

The report informs Etion’s stakeholders of the Group’s
strategy, performance and prospects and how these create,
preserve or erode value over the short, medium or long term.

HOW THIS REPORT WAS PREPARED
Preparation of the report was the responsibility of
executive management who are accountable to the
Board. Information sourced from interviews with senior
leadership, internal documents and relevant external
research was used to compile the report.
The Annual Financial Statements (AFS) were prepared
in accordance with the International Financial
Reporting Standards (IFRS). We used a comprehensive
assurance model to assess and assure various aspects of
the business operations, including elements of external
reporting. These assurances were provided by divisional
and functional management and overseen by the
Board’s Audit and Risk Committee (ARC).
ARC report, 55
Our Enterprise Risk Management Framework (ERMF)
guides these assurance processes and interactions with
independent external assurance providers, including
PricewaterhouseCoopers Inc, our external auditors;
Bureau Veritas, our third-party quality management
system auditors; and Empowerlogic Rating Agency, our
broad-based black economic empowerment (BBBEE)
verification agency.

Scope and boundary
The Integrated Report covers the financial year from
1 April 2021 to 31 March 2022 (FY2022).
The report’s preparation and content are guided by
the principles and requirements of the Value Reporting
Foundation’s Integrated Reporting Framework (IR
Framework) and the King Report on Corporate
Governance™ for South Africa, 2016 (King IV)1. As a
Johannesburg Stock Exchange (JSE) listed company,
we comply with the requirements of the JSE Limited
and the Companies Act of South Africa No 71 of 2008,
as amended from time to time (Companies Act).
We operate in conformity with the provisions of
our Memorandum of Incorporation.
Etion’s Integrated Report, AFS and SENS
announcements are available at www.etion.co.za

1

FINANCIAL AND NON-FINANCIAL
REPORTING
The report extends beyond financial reporting and
includes non-financial performance, opportunities, risks
and outcomes, attributable to or associated with our
stakeholders, that have a significant influence on our
ability to create value. Comparative numbers are
included where appropriate. Although Etion is not a
signatory to the United Nations Global Compact
(UNGC), we subscribe to the 10 principles it embraces
and the UNGC’s 17 Sustainable Development Goals
(SDGs), which inform our non-financial disclosures.

MATERIALITY AND MATERIAL MATTERS
We apply the principles of materiality in assessing what
information to include in our Integrated Report. This
report focuses particularly on those issues, opportunities
and challenges that substantively impact the Group
and its ability to be sustainable as it continually strives to
deliver value to shareholders and key stakeholders. Our
material matters influence our Group’s strategy and
inform the content of this report.
Managing risk, 12

SHARE YOUR VIEWS
As part of a greater socio-economic system, we
recognise that Etion is dependent on robust
relationships with all its stakeholders. We add value by
creating wealth for our main stakeholder groups, which
comprise our shareholders, employees, customers, debt
providers, suppliers and government.
Please share your feedback and opinions on our
report by emailing nerishini.naidoo@etion.co.za

FORWARD-LOOKING STATEMENTS
As Etion’s performance is influenced by risks in the
industries in which it operates, certain forward-looking
statements are made in the report, particularly
regarding the impact of global trends, markets, and
global and domestic economic conditions on the
Group’s strategy, performance and operations. These
statements involve circumstances that may or may not
materialise, and known and unknown risks,
uncertainties and other important factors that could
cause actual results, performance or achievements to
be materially different from the future results,
performance or achievements expressed or implied by
such forward-looking statements.

Copyright and trademarks are owned by the Institute of Directors in South Africa NPC and all of its rights are reserved.
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Stakeholders are thus urged to exercise caution in making any investment decisions based on these forward-looking
statements. The Group undertakes no obligation to update publicly or to release any revisions to these forwardlooking statements to reflect events or circumstances after the date of publication of this report or to reflect the
occurrence of unanticipated events.

BOARD RESPONSIBILITY STATEMENT
The Etion Board acknowledges its responsibility for ensuring the integrity of this Integrated Report. The Board confirms
that it has collectively applied its mind in preparation of this report and that the report presents the integrated
performance of the Etion Group fairly. The Board unanimously approved the report on 29 July 2022.

Teddy Daka
(Chairperson)

Richard Willis
(Acting CEO)

Coen Bester
(Lead
independent
director)

Martie Janse
van Rensburg
(Independent
non-executive
director)

Elvin de Kock
(Nonexecutive
director)

Zuziwe Ntsalaze
(Independent
non-executive
director)

Nerishini
Naidoo
(CFO)

INTEGRATED REPORTING
Our Integrated Report is supplemented by a suite of online publications that cater for the diverse needs of our
broad stakeholder base as part of our integrated reporting. These can be accessed on our Group website at
www.etion.co.za and include:
― Results booklet and presentation
― Annual Consolidated Financial Statements
― Notice of Annual General Meeting (AGM)
― Form of proxy
― King IV Application Register

ETION Integrated Report 2022
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Who we are
WHAT WE DO
Etion Limited is a digital technology investment company that creates value by
developing, producing, distributing and integrating niche world-class technologydriven engineering solutions for selected South African and global markets.
In 2020, the Etion Board approved a strategy to sell
Etion’s underlying operating entities and delist from the
JSE’s AltX once the disposal process is complete. Etion
Secure (LAWTrust) was sold to Altron TMT SA Group
(Altron) with effect from 1 October 2021 and was classified
as a discontinued operation before the transaction. The
remaining two operating entities, Connect and Create,
traded well during the year with good future prospects.
On 20 May 2022, the Board announced its agreement
with Reunert Applied Electronics Holdings Proprietary
Limited (Reunert) to sell 100% of Etion Create for a
purchase consideration of approximately R197 million.
The sale is subject to the approval of the Competition
Commission, the approval by Etion shareholders
pursuant to the JSE Limited (JSE) Listings
Requirements and section 115(3) of the Companies Act,

and the fulfilment of other conditions precedent by
20 November 2022.
On 28 June 2022, Etion entered into a sale of business
agreement to sell the assets and operations of Etion
Connect to a newly formed entity consisting of a thirdparty equity partner and the executive management of
Connect for a consideration of R71.5 million. The disposal
is subject to the fulfilment or waiver of several outstanding
conditions precedent customary to a deal of this nature.

As at 31 March 2022:
Discontinued operations held for sale

and

  

  

Legal structure available. 69

CONNECT AND CREATE PROVIDE THE FOLLOWING PRODUCTS AND SERVICES:
Original design and manufacturing (ODM)
Providing customised electronic subsystems and products designed and manufactured for customers in
aerospace and defence, and the mining, industrial and transportation sectors.

Safety and productivity
Providing digital systems for rail and transportation customers to track and monitor their assets
efficiently, conduct needs-based maintenance and improve safety. Delivering real-time monitoring of
location, speed and safety systems and using real-time data to improve productivity.

Connectivity
Providing carrier-grade passive connectivity equipment and solutions that enable telecommunications
networks to function, connecting communities, businesses and government with mission-critical
connectivity access.

OUR PURPOSE
Digital technology, like humanity, is ever evolving. The mission of our individual businesses is to use technology to
their advantage and to see limitations as opportunities to create barrier-breaking solutions, from ideation to design
and manufacturing across diverse industries, with one purpose: To advance humanity through technology.

OUR GOAL
To be an iconic solutions provider that turns ideas into unique digital technology solutions that advance the living and
working environments of humanity.

OUR VALUES
Radical

Dynamic

Committed

We view problems
as opportunities to
proactively design
new solutions.

We have an insatiable
appetite never to
stop learning and
reinventing ourselves.

We are driven to deliver
solutions that meet real
and tangible needs.

ETION Integrated Report 2022
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2022 IN REVIEW

Revenue

Profit after tax

Headline earnings per share

↑ 13%
R783.7 million

↑ 192%
R153.8 million

↑ 37%
12.75 cents

EBITDA

Gross margin

Cash and cash equivalents

↑ 21%
R122.8 million
(2021: R101.8 million)

↓ 1.9%
32.2%

(2021: 34.2%)

↓ 26%
R89.4 million

Liquidity

Solvency

Debt/Equity

(2021: R692.1 million)

17.3

(2021: 1.9)

(2021: R52.6 million)

2.8

(2021: 2.4)

(2021: 9.32 cents)

(2021: R120.4 million)

0.6

(2021: 0.7)

The key features above relate to both continuing and discontinued operations.

1

Total consideration
on disposal of LAWTrust

Repayment of
contributed capital

R311 million1

R186 million

Includes R75 million pre-closing dividend.

ETION Integrated Report 2022
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the Chairperson
The Board’s strategic focus areas
― Conclude LAWTrust disposal
― Achieve sustainable long-term growth in
Create and Connect
― Retain talent and leadership continuity during
a strategic transition
― Proceed with the disposals of Create and
Connect within the governance and valuation
disciplines established in 2021
― Delist Etion from the JSE’s AltX

Teddy Daka
Chairperson

Etion fulfilled its promise to unlock shareholder value as it embarked on the
final phase of its strategy to optimise and sell its operating entities.
External environment

Risks and opportunities

― Ongoing disruption of global supply chains
due to COVID-19 and geopolitical instability

― Macro-economic headwinds of rampant global
inflation and rising interest rates

― Sustained domestic economic weakness and
political instability

― COVID-19 impacts

― Acceleration in demand for digitalisation and
associated increase in cyber security risk

― Transformation and diversity

― Speed of technology innovation

― Regulatory compliance

― Sustained growth of mining industry in a
supportive commodities cycle

― Talent attraction and retention during strategic
change

― Continued increase in fibre infrastructure
roll-out and connectivity

― Cyber security
― Customer centricity

A proud history of solving complex problems and delivering innovative solutions (calendar years)

1987

1998

2007

2010

2012

2013

―

―

―

―

―

―

Etion (then Ansys)
established
as defence company
(providing avionic
computers / crash
recorders to South
African Airforce)

ETION Integrated Report 2022

Entered
rail market

Listed on JSE’s
AltX

Entered
mining and
industrial
markets

Restructured the
Group to
improve
competitiveness
and sustainability

Entered
telecommunications
market through
acquisition of
Tedaka
Technologies
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OVERVIEW

THE BOARD’S KEY FOCUS AREAS

Capitalising on market opportunities in
complex environments

Effectively implementing our strategy

Etion’s operating environment is influenced by several
major global risk trends that have generated significant
opportunities in the markets we serve.
― As it evolved, COVID-19 continued to pose global
health and economic risks, but it accelerated
demand for technology-driven connectivity, while
digitalisation increased the need for enhanced
cyber security.
― Geopolitical instability and conflicts across regions
our customers serve escalated spending on defence
and security in recent years.
― The post-COVID-19 rebound of the mining industry
accelerated the need for intelligent products and
services, while regulatory pressures to improve safety
and security contributed to our growth during the year.

We are reaping the dividends of our
strategy to optimise and grow our
operations.
The programme we embarked on two years ago to
optimise our operations and set them on a path of
sustained growth was necessary to ensure the Group’s
survival. The streamlining and efficiency improvements
we implemented, together with increased exposure to
international market opportunities, positioned us to
withstand material economic and health risks and
capitalise on upturns in our primary markets.
The continuous advances in technology to improve
productivity, security and safety for individuals,
businesses and broader societies sustained the growth
of our operating entities, which leverage technology
and innovation to adapt to the changing needs and
expectations of their customers.
We launched our disposal programme with a portfolio of
profitable, cash-generative businesses that offer growth
prospects over the medium to longer term. As a result, we
achieved our strategic objective of unlocking shareholder
value through the sale of LAWTrust during the year and
concluding the sale of Create and Connect post year-end
at values that reflect the intrinsic value we created since
acquiring these businesses. I am particularly pleased to
report that LAWTrust and Create were sold to listed
sustainable shareholder groups with no employee
retrenchments. The conclusion of a funded management
buy-out of Connect by its executive management team
alongside a minority equity partner has also assisted in
protecting the interests of employees in this business.

Etion has a clearly articulated strategy to realise
shareholder returns by optimising and selling its
operating entities and then delisting from the JSE’s AltX.
Our strategy remained unchanged during the year and
was effectively implemented as we completed the sale of
LAWTrust, focused on supporting the continued growth
of Create and Connect, and tendered both for sale.
Etion concluded the sale of 100% of LAWTrust to Altron for a
total purchase consideration of R311 million in October 2021
and paid a 33 cents per share capital distribution, amounting
to R186.3 million, to shareholders on 2 November 2021.
On 20 May 2022, Etion announced that it had reached
an agreement with Reunert to sell 100% of Create for
approximately R197 million. On 28 June, the Group
entered into an agreement to sell the assets and
operations of Connect to a new entity held by Connect’s
executive management and a minority equity partner
for a consideration of R71.5 million.
Subject to the Competition Commission’s approval
of the Create transaction, the fulfilment of other
conditions precedent, and the conclusion of the Connect
sale, we will enter the final stage of the strategy. This will
involve the distribution of the proceeds of the Create
and Connect disposals and the balance of cash in the
business, the winding up of the corporate head office,
and the delisting of Etion from the JSE’s AltX.
Message from the Group executives, 21

Ensuring sound governance during
strategic change

The Board and executive management
maintained leadership stability and
continuity during a period of strategic
change that unfolded in a world
experiencing the health and economic
effects of COVID-19.
To ensure that the disposal programme was conducted
efficiently and in compliance with the Companies Act,
the Takeover Regulation Panel and the JSE Listings
Requirements for significant (category 1) corporate
actions, the Board implemented the following actions:
― Appointed Richard Willis as Acting Group CEO on
1 June 2021 to ensure continuity in the execution
of the Board’s strategy following the departure of
Elvin De Kock as Group CEO. The appointment
required Richard’s resignation as a non-executive
director.

Message from the Group executives, 21

2015

2016

2017

2018

―

―

―

Redefined operating
entities to become a
digital solutions provider

― Acquired LAWTrust to

―

Achieved BBBEE level 1

―

―

Rated “Most
Empowered” company
on the JSE

Acquired Parsec as
part of drive to
become intellectual
property-led
provider of
technology
solutions

―

Tedaka Technologies merged with
Redline Telecommunications SA to
form Tedaka Network Solutions (later
rebranded Connect)
Consolidated all defence, cyber security
and mining and industrial activities in
Parsec (later rebranded Create)

augment cyber security
capability
Repositioned and
rebranded Etion to
unlock the Group’s
intrinsic value

ETION Integrated Report 2022
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Message from the Chairperson continued

― Appointed Zuziwe Ntsalaze as an independent nonexecutive director from 1 September 2021 to strengthen
the Board’s independence and skills diversity.

As a technology business we have adapted to constantly
evolving external environments, including the risks of
COVID-19, and turned our innovation inwards to
preserve value by restoring struggling operating entities
to profitability. The value we have created in the process
has generated value for our stakeholders and
satisfactory returns for our shareholders.

― Reconstituted Board committees to align their
composition with the Board’s governance framework.
― Reconstituted the Independent Board (IB) on
20 May 2022 to oversee the Create disposal.
Martie Janse van Rensburg and Steve Naude were
retained as Chairperson and external independent
member, respectively. Zuziwe Ntsalaze was appointed
as a member of the IB to replace Sengo Garrine, who
had completed his work on the LAWTrust disposal. The
IB appointed an independent expert to advise it on the
disposal and compile an opinion on the fairness and
reasonableness of the transaction in compliance with
the Companies Regulations, 2011 of the Companies Act.

ACKNOWLEDGEMENT
The past year has required sound judgement, resilience
and commitment. On behalf of the Board, I wish to
thank our employee and management teams for
embodying these qualities in challenging operating
environments. Richard Willis, Nerishini Naidoo, the
operational management and their teams met and
exceeded our expectations of operational, financial
and strategic performance.

Retaining talent during a disposal programme

I wish to thank my fellow Board members for their wise
counsel and steadfast commitment to our strategic journey.

The scarcity of engineering, information and
communication technology skills has been an ongoing
risk for our industry and our operating entities, while
failure to retain leadership talent in these disciplines
erodes valuable capacity and institutional memory. This
risk was heightened during both the disposal process,
which relied on skills retention and leadership
continuity, and the rapid growth of the businesses,
which required additional capacity and capability.

On behalf of the Group, I express our gratitude to our
customers for their invaluable loyalty and increased
support during a strategic transition. We also
acknowledge the advice we have received from our
external advisors during the corporate action programme.
As we enter the final stage of our journey, I am
confident that in the hands of new, strategically aligned
owners, LAWTrust, Create and Connect will maintain
their profitable growth momentum.

To ensure that we retained critical senior management
during the strategic transition, the Group introduced an
outcomes-based performance incentive linked to the
achievement of predetermined strategic goals to unlock
shareholder value. The Acting GCEO, Group Chief
Financial Officer (GCFO) and Managing Directors (MDs)
of Connect and Create are eligible for this incentive, in
addition to their short-term performance bonuses.
Remuneration report, 62

OUTLOOK
The Board’s priorities in the 2023 financial year will be to
finalise the unlocking shareholder value strategy by:
― Concluding the disposal of Create and Connect, and
distributing the available proceeds back to
shareholders in the most efficient manner possible;

CREATING VALUE SUSTAINABLY
IN SOCIETY

― Winding down the corporate head office, including the
cessation or cancellation of the head office lease; and

Etion’s entrepreneurial culture has always thrived on
change and the opportunity to enhance humanity
through technology. Throughout its 35-year history Etion
has built multiple companies across a range of sectors,
solving complex problems and delivering innovative
solutions to customers. We have leveraged technology,
developed our own intellectual property, and repurposed
our inventions to enhance the productivity, safety,
connectivity and security of our customers and partners.

― Commencing the process of delisting Etion from the
JSE’s AltX, subject to Board and shareholder
approval, by distributing the cash proceeds to
shareholders in the most efficient manner.

Teddy Daka
Chairperson

2019

2020

2021

2022

―

―

―

―

Agreed to sell 100% of Create
shareholding to Reunert for
approximately R197 million

―

Reached agreement to sell the assets
and operations of Connect to a
consortium of its executive
management and a minority equity
partner for R71.5 million

Reviewed the operating
entities to address
under-performance
and the derating of the
Group’s share below its
intrinsic value

ETION Integrated Report 2022

Implemented the
strategy to unlock
shareholder value by
selling operating
entities at, or close to,
their intrinsic value

Sold 100% of LAWTrust
to Altron for a total
consideration
of R311 million
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Creating value

Our strategy
Etion is a diversified investment holding company that has, over the past
35 years, invested in digital technologies that advance humanity. The Group
is in the final stages of a strategy to realise value for shareholders.
Etion’s Board adopted the strategy in 2020 and
embarked on a programme to unlock value by selling
the Group’s operating entities at, or close to, their
underlying intrinsic value and delisting from the
JSE’s AltX.
At the time, Etion’s market capitalisation was trading
at a significant discount to the intrinsic value of the
operating entities when viewed as a whole.
As the graph illustrates, the Group’s market
capitalisation at year-end was trading at a 16% discount
to the net asset value and a 6% premium to the tangible
net asset value. While the discount has narrowed
significantly due to the sale of LAWTrust, the market still
needs to recognise the sales proceeds achieved post
year-end on the sale of Create and Connect.

Premium/(discount) to NAV and TNAV
%

100

80

50

26
10

6

0

(12)
(16)

-50

-100

(44)

(71)

(50)

(85)
31 March
2018

31 March
2019

31 March
2020

31 March
2021

31 March
2022

PREMIUM/(DISCOUNT) TO NET ASSET VALUE
PREMIUM/(DISCOUNT) TO TANGIBLE NET ASSET VALUE

Etion implemented key strategic actions between 2020 and 2022 and is now in
the final stage of successfully completing what it set out to achieve.
2020 strategic actions

2022 performance against strategic actions
Returned each of the operating entities to a sustainable path of profitability and free cash
flow generation:

Build a foundation for
accelerated growth

― Closed non-profitable lines of business in some of the operating entities
― Restructured and realigned the fixed cost base of each business to the size of and
available opportunities in its target markets
Restructured the corporate head office to that of an investment holding company:

Grow and protect
earnings

― Slimmed down and decentralised service functions
― Supported the business entities to deliver on their strategic goals by contributing
capital and strategic input
― Maintained sound governance

ETION Integrated Report 2022
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2022 performance against strategic actions
Drove shareholder value creation:
― Assessed the intrinsic value of each operating entity, determining which entities were
trading at, or close to, their intrinsic values and tendering those for disposal

Optimise for
accelerated growth

― Enabled the remaining entities to adopt a more agile entrepreneurial approach with
continued investment in engineering, manufacturing and customer service capacity to
sustain future growth
― Ensured a structured approach to capital allocation to support growth initiatives within
each business entity
― Conducted ongoing reviews of the capital structure, including third-party funding
Delivered shareholder value:
― Concluded the final phase of the LAWTrust sale for a total consideration of R311 million
and distributed 33 cents per share to shareholders
― Reached agreement to sell Create to Reunert for a total consideration of approximately
R197 million (not exceeding R210 million)

Unlock shareholder
value

― Entered into a sale of business agreement to sell the assets and operations of Connect
to a new entity held by a third-party equity partner and Connect’s executive
management for a consideration of R71.5 million
― Discussions with an interested party are currently underway to purchase 76 Regency
Drive for R37 million and lease it back to Create
― Secured a short-term tenant at a favourable rental to end June 2022 which reduced
the lease cost. Currently exploring various opportunities to optimise the cost of the
remaining six-year lease on 85 Regency Drive building
― Considering options to distribute the remaining cash and delist from the JSE’s AltX

Underpinned by our strategic objectives
Improve profitability by realigning the
fixed cost base with the cyclical
markets we target.

Invest in and grow our leadership
throughout the organisation.

Grow shareholder value by trading
profitably and efficiently, generating
free cash flow and considering
undervalued business entities for sale.

Enhance innovation through
investment in research and
development, digitalisation
and mobility.

Focus on customer-centric model to
better understand their needs and
improve service offering.

Align the organisational structure to
deliver on our strategic objectives.

Group executives’ message, 21 to 23
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Managing risk
Etion’s approach to risk is guided by the ERMF, which
sets standards for effective risk management
throughout the Group. The ERMF:
― Identifies principal risk types and their organisational
owners
― Defines limits and other requirements for specific
risks
― Sets escalation processes for exceptions to limits and
other requirements
― Identifies reporting procedures for risks

OUR RISK PRINCIPLES
The ERMF is based on the principles of the ISO 31000
risk management standard and customised to the
Group’s unique requirements. The ERMF’s purpose is to:
― Promptly identify, measure, manage, report and
monitor risks that affect achievement of the Group’s
mission, goals and strategic, operational and
financial objectives
― Embed risk management in the Group’s strategy
and decision-making processes
― Enable the Board and the business executives to
manage and control the Group’s risk profile
according to its risk appetite by responding to
threats and opportunities in the operating
environment
Our ERMF is based on the following principles:
― A robust governance framework – Clear
responsibilities and accountability for risk-taking are
defined by policy documents, guidelines, monitoring
and reporting procedures, and a culture that
promotes the use of common terminology and
systems to foster a disciplined, consistent approach
to taking and managing risk.

ETION Integrated Report 2022

― Integrated risk management – Risk management
is integral to our organisational activities. Active risk
management in business planning and decisionmaking, and timely involvement of stakeholders,
improves awareness and informs risk management.
― A structured and comprehensive approach – A
combination of quantitative and qualitative risk
management contributes to consistent and
comparable results.
― Customised framework and process – Our ERMF
and process are customised and proportionate to
the external and internal context related to our
strategic objectives.
― Dynamic risk management – Risks can emerge,
change or disappear as our external and internal
operational context changes, and our risk
management anticipates, detects and responds to
those changes and events in an appropriate and
timely manner.
― Best available information – The inputs to risk
management are based on historic and current
information, and future expectations. Limitations and
uncertainties associated with such information and
expectations are considered. Information should be
timely, clear and available to relevant stakeholders.
― Human and cultural factors – Human behaviour
and culture influence all aspects of risk
management at each level and stage.
― Continual improvement – As a key component of
quality management, risk management is
continually improved through learning and
experience.
― Fostering risk transparency – Risk awareness and
understanding are raised throughout the Group, and
risks are reported internally and appropriately
disclosed to investors, analysts, shareholders and
regulators.

13
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COORDINATING THE ERMF
Various stakeholders and organisational structures are accountable and responsible for different aspects of the ERMF.

Governance structures employed in coordinating the ERMF effectively
Board
Board of Directors
Audit and Risk
Committee

Group Executive Management, GCEO and executive management
GCEO and GEXCO
Management and Risk
Control Committee

Group Risk Management
GCFO, Risk Officer

Independent
assurance

• ISO accreditation
Finance
Committee

Major Bid Review
Team

Business Unit, Division, Functional Management
Risk Management in Business Units
Risk Owners

n
Co

t inu

Risk Champions

Risk Forums

Risk Taking

Risk Control

o u s i m p r ov e m

en

OUR RISK MANAGEMENT
OBJECTIVES

t

Scope and context
Monitor and review

Consult and communicate

― Providing a basis for effectively managing risk,
considering threats and opportunities and thereby
driving performance and building value

Assess
Identify
Analyse
Evaluate
Treat

― Aligning our risk appetite with our strategy
― Enhancing risk-response decisions
― Supporting effective management of project risks
― Reducing operational exposures and losses
― Identifying and managing cross-enterprise risks

Record and report

― Providing integrated responses to multiple risks
Co

nti

nu o

u s i m p r ove m

en

t

― Protecting our reputation and brand

ETION Integrated Report 2022
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Managing risk continued

OUR CONSOLIDATED RISK PROFILE

Almost certain
Talent
Supply chain
disruptions

Cyber security
COVID-19

Likelihood

Likely

Transformation
and diversity

Possible

Customer
centricity

Macroeconomic
Technology
innovation

Regulatory
compliance

Unlikely

Highly unlikely

Impact
Minor

Moderate

Major

Severe

Financial (% Group profit) 1 – 3% impact
R0 – 2 million

3 – 10% impact
R2 – 7 million

10 – 25% impact
R8 – R18 million

> 25% impact
R18 million

Disruption to business

No damages and
minimal disruption to
business operations

No damages and
minimal disruption to
business operations

Damages and shortterm disruption to
business operations

Significant disruption to
business operations –
extended period

Reputation (impact on
media reporting)

No media reporting

Only local media
reporting, limited
social media

Extended negative
regional/industry
media coverage,
incl. social media

Extensive negative
international media
coverage
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Strategic objectives
Profitability

Growth engines

Innovation

Organisational structure

Customer experience

Leadership

Movement
Remains unchanged from 2021

New risk

Increased risk

Reduced risk

Macro-economic risk
Strategic objectives

Movement

Root cause

Mitigation

Macro-economic risk was compounded by major global
events, most notably the COVID-19 pandemic and the war
in Ukraine. Just as a fragile global economy was recovering
from the health and economic impacts of COVID-19,
Russia’s invasion of Ukraine reversed the trend. The IMF’s
World Economic Outlook (April 2022) projects that global
economic growth will reduce from an estimated 6.1% in
2021 to 3.6% in 2022. For South Africa, the IMF forecasts
growth of 1.9% in 2022 (down from a post-COVID-19
rebound of 4.6% in 2021). Etion’s businesses operate
primarily in South Africa but rely on domestic and
international demand for their products and services. They
depend on functional global supply chains for imported
components that account for high proportions of their
manufacturing and service inputs.

Etion’s operating entities mitigated macro-economic
risks by:
― Focusing on markets with sustainable growth
opportunities in defence, mining,
telecommunications and cyber security
― Diversifying revenue sources to growth markets
outside South Africa (Middle East, Australia, SubSaharan Africa)
― Concluding multi-year contracts with primary
customers to secure sustainable long-term revenue
and build enduring customer relationships
― Implementing an effective hedging policy to
manage foreign exchange volatility
― Implementing effective inventory and cash
management practices to mitigate global
component shortages due to supply chain
disruption
― Monitoring potential emerging risks associated with
the war in Ukraine

COVID-19
Strategic objectives

Movement

Root cause

Mitigation

COVID-19 introduced unprecedented health and
humanitarian risks, stalling global economic growth,
increasing unemployment, and introducing new habits
of remote online working, learning and consuming. As
the virus evolved, it became clear that some economic
sectors such as technology, telecommunications and
financial services benefitted from the rapid acceleration
of service automation and digitalisation.

The operating entities mitigated the adverse impacts of
the pandemic with:

While every effort was made to quantify the future
impact of COVID-19 on Etion, the situation remains fluid
following the lifting of the National State of Disaster and
termination of most mandatory measures to curb the
spread of virus. The country’s transition from these
measures bodes well for the operating entities as social
and economic activity recovers.

― Amendment of procurement practices to manage
the impacts of supply chain disruptions on customer
service and financial performance

― Group-wide COVID-19 protocols, including hybrid
working arrangements
― Proactive engagement with customers to ensure
timely ordering and manage expectations during
supply chain disruptions to service delivery
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Managing risk continued

Strategic objectives
Profitability

Growth engines

Innovation

Organisational structure

Customer experience

Leadership

Movement
Remains unchanged from 2021

New risk

Increased risk

Reduced risk

Supply chain disruptions and component shortages
Strategic objectives

Movement

Root cause

Mitigation

COVID-19-related supply chain disruptions and
unprecedented growth in global demand for silicon
components resulted in significant shortages of the
components and erratic price increases. As a just-intime manufacturer, the sudden pressure to manage
these shortages by stockpiling components impacted
Create’s working capital, cash flow, financial
performance and ability to service growing demand
for products in line with customer requirements.

Create mitigated these adverse impacts by:
― Proactively engaging with key suppliers and
customers to manage the timing of orders and meet
customer expectations
― Exploring alternative component solutions and
sources within acceptable risk parameters
― Managing higher associated costs in consultation
with customers

Speed of technology innovation
Strategic objectives

Movement

Root cause

Mitigation

Rapidly changing technology transforms the way
Etion and its customers do business. It has an impact
on business processes, products and customer service
offerings.

The Group invests in internal research and development,
including:

Innovation by competitors who adopt rapidly changing
technology may disrupt our business.
It is anticipated that low-cost entrants are likely to
challenge existing solutions in the design and roll-out
programmes of major players in the fibre-to-the-x
market.

― Scanning the technology landscape
― Developing internal technical engineering skills and
investing in internal research and development
― Repurposing mature products into lucrative new
markets
― Competing with low-cost entrants by partnering with a
US-based supplier to meet market demand
― Exploring opportunities to procure materials and parts
locally

Transformation and diversity
Strategic objectives

Movement

Root cause

Mitigation

Progressive transformation and diversity
management is a key imperative to protect Etion’s
reputation and maintain a competitive edge in
domestic markets.

The Board’s Social and Ethics Committee monitors the
Group’s transformation and diversity strategy, ensuring
that:
― Diversity is considered in recruitment and retention
processes
― Acceptable levels of BBBEE compliance are
maintained
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Regulatory compliance
Strategic objectives

Movement

Root cause

Mitigation

Etion’s operating entities have to comply with a range of
regulations and governance requirements. Regulatory
non-compliance may result in significant reputational
damage and potential fines.

The following interventions were implemented to
ensure regulatory compliance:
― The Board oversees compliance with the
Companies Act and JSE Listings Requirements
― The operating entities comply with safety, health,
environment or quality management systems
relevant to their business activities and industry
― Privacy champions and employees undergo training
and conduct privacy impact assessments for new
products to ensure Protection of Personal
Information Act (POPIA) compliance.

Talent attraction and retention
Strategic objectives

Movement

Root cause

Mitigation

South Africa’s annual ICT skills survey indicates a
shortage of ICT and engineering skills in the country. This
is exacerbated by the emigration of highly skilled
individuals and competitive remuneration offered by
head-hunters of local talent in foreign countries.

The following interventions were implemented to
retain and attract talent:

Failure to retain talent exposes a company to the loss of
valuable capacity, capability and institutional memory,
and the costs of having to develop new talent. During a
disposal programme this risk is compounded by the
value attributed to talented employees and leaders
during valuation and sale processes.

― Conducted employee surveys to measure
engagement and understand concerns
― Implemented training, skills development and
mentoring to grow talent internally
― Conducted benchmarking for competitive
remuneration
― The Human Capital and Remuneration Committee
engaged executive management on the retention
of critical senior management during the strategic
transition
― The Board approved an outcomes-based
performance incentive for the Acting GCEO, GCFO
and MDs of Create and Connect linked to the
achievement of predetermined goals to unlock
shareholder value 08
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Strategic objectives
Profitability

Growth engines

Innovation

Organisational structure

Customer experience

Leadership

Movement
Remains unchanged from 2021

New risk

Increased risk

Reduced risk

Cyber security
Strategic objectives

Movement

Root cause

Mitigation

Due to increasing technology advances and complexities,
compounded by the COVID-19-related remote working
trend, cybercrime is forecast to escalate. A cyberattack
against Etion would have a major reputational impact
given the Group’s market positioning as a digital
technology solutions provider.

The following interventions were implemented to
address cyber security risk:
― Increased awareness training
― Quarterly monitoring and reporting of key systems
controls
― Contracting cyber security insurance

Customer centricity
Strategic objectives

Movement

Root cause

Mitigation

As customer needs and expectations evolve, effective
engagement is necessary to understand customers’
businesses, respond to their needs and provide relevant
solutions that address their business challenges. In the
competitive digital solutions market, this will help us to
maximise share of customer spend.

Etion’s operating entities:

Securing major long-term contracts with customers
increases business sustainability but also introduces
concentration risk if the customer base is not sufficiently
diversified.

― Engage with customers to understand their
business and respond with solutions that address
specific needs
― Conduct customer engagement through
management or specialist key account managers
― Provide the expected service delivery and manage
customer expectations in complex delivery
environments
― Focus on diversifying customer bases to mitigate
concentration risk
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Our stakeholder relationships
Etion maintains quality, long-term relationships with key stakeholders.
The operating entities engage actively with their stakeholders to facilitate sustainable, mutually beneficial value
creation or protection, and mitigate value erosion.

HOW WE ENGAGE
Etion’s stakeholders include customers, employees, suppliers, shareholders, regulators, government, unions or
bargaining councils, and the media.

The quality of our relationships with our key stakeholders
Our self-assessment of the quality of our relationships with our stakeholders.
Ad hoc, needs to
be developed

Regular, with room for
improvement

Excellent, based on mutual
trust, shared value

Stakeholder
group

Engagement
channels

Material stakeholder
interests

Our response

Customers

Joint long-term technical
and strategic planning;
one-on-one meetings
focused on listening; site
visits; newsletters; website;
conferences/seminars,
exhibitions and events;
networking functions (golf
days, customer
appreciation days,
technology days); project/
progress meetings; digital
channels/social media

Etion has key customers
that account for
significant revenue. The
operating entities retain
their “golden” customers
by maintaining high
service standards during
disruptive periods and
allaying their concerns
about the Group’s
strategic transition and
disposal process.

― Increased procurement capacity to
manage supply chain disruptions
and maintain service delivery

Employee meetings;
electronic communication;
employee surveys; Ideas
Lab; MasterClass;
roadshows, whistleblowing
line; performance reviews;
awards functions; posters/
notices and presentations;
leadership cohort

The aftermath of
COVID-19, together with
significant growth in
customer sales pipelines
and the disposal process,
compounded work
pressures and created
uncertainty for our
employees.

How we engage

Several
interventions are
conducted daily,
monthly and ad
hoc.

Employees

How we engage

Several
interventions are
conducted daily,
monthly and ad
hoc.

― Engaged with key customers to
understand their needs and
expectations and plan their orders
to mitigate service disruptions
― Within the limitations of nondisclosure agreements (NDAs),
engaged with key customers on
the disposal process
― Strengthened key account
management capacity to retain
existing customers and win new
customers
― Maintained the necessary
COVID-19 protocols, including
hybrid working conditions and an
employee registration and sign-in
app to improve safety in the event
of an evacuation
― Operating entity management
informed employees of the
strategy and the likely
consequences of disposals
― Within the limitations of NDAs,
MDs assured employees that the
disposal process would be
conducted responsibly
― Benchmarked employee
remuneration to ensure it was
market-related to retain talent
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Stakeholder
group

Engagement
channels

Material stakeholder
interests

Our response

Suppliers

One-on-one meetings;
conferences, workshops,
seminars, trade shows;
company events; business
associations; networking
events; media releases; site
visits; service level
agreements; responses to
tenders and requests for
proposals

Connect has major
suppliers, including one
that accounts for the bulk
of its imported
components and is a
critically important
business partner to the
Group.

― Executive management and
business entity MDs maintained
close working relationships with
suppliers

AGM (attendance);
bi-annual results; SENS
announcements;
electronic
communications (email/
newsletters/website);
Integrated Report;
roadshows/presentations;
media releases; one-onone meetings

Etion has shareholder
directors with an interest
in the Group’s shareholder
value realisation process
that may conflict with the
interests of other
shareholders.

― The Board implemented
governance processes to ensure
that the disposal process was
conducted in accordance with
the Companies Act, JSE Listings
Requirements and Takeover
Regulation Panel

How we engage

Daily

Shareholders

How we engage

Daily

ETION Integrated Report 2022

― Connect engages in lucrative
growth opportunities in
partnership with the supplier

― All shareholders were informed in
the same manner of progress and
developments in the disposal
process in accordance with JSE
Listings Requirements
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Message from the
Group executives

Etion maintained the growth
momentum of its operations in
FY2022 and kept its strategy to
unlock shareholder value on track
with the conclusion of valueaccretive disposals.

PERFORMANCE OVERVIEW
Etion’s operating entities all delivered profitable growth
as they capitalised on market opportunities in their
operating environments. The Group yielded positive
results from the streamlining of operations during the
previous two financial years which enabled the entities
to respond to increasing customer demand while
overcoming material external challenges.
The optimisation and growth of Etion’s operating
entities also positioned them for favourable sale
outcomes that are unlocking shareholder value and
driving further value creation within the Group.

Etion Board resolved to
sell operating entities
and delist Etion
6 May 2020

Restored
profitability
31 March 2021

Completed sale of
LAWTrust
1 October 2021

Capital reduction
and return to
shareholders
2 November 2021

―

―

―

Sold to Altron for total
consideration of R311 million

―

―

Achieved 271% return on
investment over three years

Shareholders received 33
cents per share in a capital
distribution amounting to
R186.3 million

―

Pre-closing dividend used to
settle Nedbank medium-term
loan

―

Contributed capital reduced
from R259.5 million to
R73.2 million which will be
used in final distribution to

Implemented strategy to unlock
shareholder value by selling
operating entities at, or close to,
their intrinsic value

Etion announced it
had restored
underperforming
businesses to
sustainable profitability
and realigned corporate
head office costs with
those of investment
holding companies

shareholders
ETION Integrated Report 2022
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Message from the Group executives continued

STRATEGIC UPDATE
LAWTrust
LAWTrust contributed significantly to the Group’s
revenue, earnings and cash during the first half of the
year as it benefitted from rapid acceleration in the pace
of service automation and digitalisation, and continuous
increases in demand for cyber security.
In this enabling environment, LAWTrust grew its digital
signing, identity verification and certificate-based security
solutions. A key contributor to revenue growth was the
renewal of a major five-year contract to supply certificatebased security solutions to a South African public sector
organisation. The development of its own software for
customer solutions, and replication of internally developed
solutions across a growing customer base, enabled
LAWTrust to scale its offering, thereby achieving economies
of scale and strengthening its profit margin.

Completed the sale of LAWTrust

The sale proceeds from the LAWTrust
disposal yielded a 271% return on
investment for Etion over three years.
The sale of 100% of LAWTrust to Altron was concluded after
the Competition Tribunal approved the transaction on
20 September 2021, and transfer of ownership occurred with
effect from 1 October 2021. The total purchase consideration
of R311 million consisted of the sale consideration of
R236 million and a pre-closing dividend of R75 million
comprising excess cash in LAWTrust. The dividend was paid
on 28 September 2021 and used to settle R21.9 million
outstanding on the Group’s medium-term Nedbank loan.
Etion received R185 million of the sale consideration from Altron
on 1 October 2021 and a further R21 million (including a net debt
and working capital adjustment) on 26 November 2021. A final
payment of R30 million is due to be received on 1 October 2022,
less any legitimate warranty, indemnity and other potential
claims under the sale of shares agreement. Following an
assessment, management has determined that the full
R30 million is expected to be received from Altron.

Reinvested and returned free cash flow to
shareholders
A 33 cents per share contributed capital distribution,
amounting to R186.3 million, was declared and paid to
shareholders on 2 November 2021.

Sale of Create
20 May 2022

Sale of Connect
28 June 2022

―

―

―

―

Sold to Reunert for a
consideration of R197 million,
subject to Competition
Commission approval and
other conditions precedent
IB reinstated to establish
fairness and reasonableness
of transaction
Circular to shareholders to be
issued in August 2022
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Entered into an
agreement to sell
Connect to a new
entity led by
Connect’s executive
management for a
consideration of
R71.5 million

Following the disposal of LAWTrust, management focused
on preparing Connect and Create for sale, continuing to
support them in line with the Group’s strategy by
implementing growth initiatives that contributed to an
increase in their free cash flow, and ensuring that their
capital structures were adequate to support future growth.
Investments in Create and Connect delivered strong
growth, with combined revenue and profit contributions
to the Group increasing by 48% and 113%, respectively.

Create
The award of a record number of new orders
to be executed over the next two to three years
maintained Create’s growth momentum as it
continued to experience increasing demand from
mining customers and major orders from local and
international defence markets.
Early milestones were achieved in the execution of the
three-year multi-million rand CheetahNAV tactical
navigation system, and a second long-term CheetahNAV
order was secured. An increase in higher-margin
development work and the successful progression of
development work to production orders supported
Create’s profit margin expansion.
By focusing on operational efficiency and collaborating
with its customers, Create maintained service delivery as it
navigated rapid growth in increasingly complex operating
conditions. As global silicon component shortages and
associated price inflation continued unabated, Create had
to change its just-in-time procurement approach and
build up stock to maintain customer deliveries.

Proceeding with the Create disposal
Following numerous engagements with interested
parties and receipt of a non-binding expression of
interest, Etion conducted negotiations with a potential
buyer. On 28 March 2022, the Board approved the
indicative terms of the transaction, subject to the
conclusion of a sale and purchase agreement (SPA).
On 20 May 2022, Etion announced that it had entered
into an SPA to sell 100% of its Create shareholding to
Reunert for a purchase consideration of approximately
R197 million, with all risks in and benefits arising out of
the transaction deemed to have passed to Reunert with
effect from 1 April 2022. The purchase consideration
excludes R2.56 million receivable from a customer and

Wind up of head office
October/November
2022

Delisting
Ongoing

― Receipt of final payment from
Alton on 1 October 2022

― Completion of Connect and Create
disposals and receipt of all payments

― Finalisation of head office lease
solution and sale of Create building

― Implementation of delisting through:

― S189 process for small corporate
head office or redeployment to
operating entities
― Termination of corporate
supplier contracts

₀ Distribution of available cash partly by
a return of contributed capital with
balance as a special dividend; or
₀ A scheme of arrangement where
Etion buys back shares using cash
proceeds in the Company
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interest accrued from 31 March 2022 to the closing date of
the transaction. The sum of these amounts will not exceed
R210 million.
Defined as a category 1 transaction, the disposal is
subject to Competition Commission approval and
fulfilment of other conditions precedent by no later
than 20 November 2022.
A circular to shareholders containing information
pertinent to the transaction will be posted in
August 2022, and the general meeting to approve
the transaction will be held in September 2022.

Finalising the sale and leaseback of
76 Regency Drive
To facilitate the sale of Create and simplify the Parsec
Holdings Group, management engaged the services
of property brokers to conclude a sale and leaseback of
Create’s office building in Centurion. Discussions with
an interested party are currently underway to purchase
76 Regency Drive for R37 million and lease it back
to Create.
Etion intends to use the proceeds to settle the
R27.2 million Nedbank loan on the property, thereby
releasing Create and other subsidiaries from a crosssuretyship arrangement with Nedbank.

Connect
Connect achieved strong revenue and profit growth in a
supportive telecommunications market as it completed a
major order and secured repeat work from primary customers.
Connect’s performance was underpinned by focused key
account management and service delivery, and efficient
management of working capital and inventory. Supply
chain challenges were mitigated with careful attention to
customer expectations and supply logistics which enabled
Connect to service rapid growth in its order book.
Growth momentum will be supported by the
resurgence in demand for fibre connectivity, which is
fuelling investment in the infrastructure that provides
fibre to homes and businesses.

Concluding the Connect disposal
Given its strong management team, single key supplier and
relationship with its anchor carrier customer, a funded
management buy-out (MBO) alongside a minority equity
partner was determined to be the most suitable exit strategy
for Connect. Following detailed discussions between Etion,
Connect’s executive management and various interested
parties and potential funders, Etion received an equity term
sheet from the preferred equity partner and a non-binding
indicative term sheet from Standard Bank. The salient terms
of the proposed MBO transaction, and the acceptance of the
equity term sheet from the preferred private equity partner
and non-binding indicative term sheet from Standard Bank
to fund the transaction, were approved by the Etion
Investment and Disposal Committee on 18 March 2022.
Etion entered into a sale of business agreement to sell
the assets and operations of Connect to a newly formed
entity held by a minority third-party equity partner and
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Connect’s executive management for a disposal
consideration of R71.5 million. R13.5 million will be
retained in the Connect business when the transaction
is concluded. An interim dividend of R15 million was
declared and paid to the Group in January. The Group
will therefore extract R100 million in value from Connect
once all three of these transactions are completed.

Winding down the corporate head office
Resolving the 85 Regency Drive lease liability
Etion secured a short-term tenant at a favourable rental
for its head office in Centurion. This reduced the lease
cost but was not renewed. Etion continues to explore
various options to optimise the cost of the remaining
six-year lease on the building.

COVID-19 RESPONSE
South Africa emerged from a third wave of COVID-19
infections during the first half of the financial year and a
fourth wave during the second half of the year. The effects
of COVID-19 were felt in varying degrees across the Group’s
operations, with restrictions such as social distancing, travel
bans to some locations, and supply chain disruptions
impacting productivity and customer engagement at
some operations. However, the sustained acceleration in
demand for connectivity and cyber security continued to
have materially positive consequences for our operations.
We implemented COVID-19 protocols, including hybrid
working arrangements, and maintained healthy
financial liquidity and debt levels and sound working
capital management. 53 Note 5, Notes to the FY2022
Annual Financial Statements (AFS).

APPRECIATION
The Group made significant progress in implementing
the disposal programme while maintaining
performance excellence in the operating entities.
Our operational MDs managed rapid order book growth in
an increasingly complex and dynamic context. We
congratulate Petrus Pelser (Create), Sammy Mafu (Connect)
and Maeson Maherry (LAWTrust) for the achievement of
excellent operational results and favourable sale outcomes.
We acknowledge our employees, who contributed
significantly to these achievements, overcoming challenges
in their external and internal work environments to remain
engaged and committed to the strategy.
On behalf of the Group, we thank our valued customers,
suppliers, financiers and advisors, who partnered with
us in our journey to unlock value for our shareholders.
The constant support, guidance and expert advice we
received from the non-executive directors enabled us to
maintain stability and continuity during a period of
growth and transition.

Richard Willis
Acting Group
Chief Executive Officer

Nerishini Naidoo
Group Chief
Financial Officer
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Group CFO’s review

Etion’s robust
financial performance
demonstrates its
operational resilience
and effective strategy
implementation.

Nerishini Naidoo
Group Chief Financial Officer

OVERVIEW
Etion continued to achieve sustainable profitability
during the year to 31 March 2022. The Group
benefitted from a R140.6 million gain on the disposal
of LAWTrust and a sizeable profit contribution by
LAWTrust during the first half of the financial year.
The remaining operating entities, Connect and Create,
traded well despite the ongoing pressures of COVID-19,
supply chain disruptions and component shortages.
The performance improvements are attributable to:
― Increasing demand for their products and services
― Effective delivery of growing customer orders,
including major long-term contracts in the
defence, mining and telecommunications markets
― A strong focus on the management of inventory
and cash
― The positive effects of streamlining operations
during the previous two financial years
Following the LAWTrust disposal, the Group
proceeded with the strategic disposal programme,
shifting its focus to the sale of Connect and Create.
On 18 March 2022, following the Etion Board’s
approval of a funded management buy-out of
Connect by its management team alongside a
minority equity partner, and in accordance with the
principles of IFRS 5 Non-Current Assets Classified as
Held for Sale and Discontinued Operations, Etion
reclassified its investment in the underlying assets
and liabilities of Connect to disposal groups or
non-current assets held for sale. Similarly, on

28 March 2022, after the Board approved the terms of a
transaction to sell 100% of Create to Reunert, Etion
reclassified its investment in Create’s assets and liabilities
to disposal groups or non-current assets held for sale.
As both operations are separate major lines of business, their
results are presented as discontinued operations, including
the re-presentation of the comparative FY2021 financial
information. Both disposals are expected to take effect during
the 2023 financial year. 72 Note 16, Notes to the FY2022 AFS.

Statement of profit or loss and other
comprehensive income

Profit increased by 192% to
R153.8 million (FY2021: R52.6 million).
Profit for the year comprised R203.2 million (FY2021:
R85.8 million) from the discontinued operations and
R49.4 million profit (FY2021: R33.1 million loss) after taxation
from continuing operations.
Corporate costs reflect an expected credit loss (ECL)
provision of R12.3 million on a long overdue debt that
Create ceded to Etion Limited. Management explored
various alternatives to recover the amount due, including
agreeing to an extended payment plan with the customer.
Unfortunately, the customer was unable to honour this
plan as its financial position worsened. The Group elected
to raise an allowance equal to the full value of the
receivable owing. Corporate costs remained within
budgeted costs despite the ECL due to delays in incurring
certain costs associated with the disposal programme.
Operating costs from continuing operations include an
impairment loss of R14 million recognised on the goodwill
attributable to the Safety and Productivity (SPS) operating
segment within Create. An assessment determined that
ETION Integrated Report 2022

Delivering value

26

Group CFO’s review continued

future royalty income from SPS activities would be limited
to the delivery of products for contracts executed to date,
resulting in the impairment of the value of goodwill.
LAWTrust delivered improved financial performance for
the six months ended 30 September 2021, contributing
R44.4 million in profit from discontinued operations
(FY2021: R56.3 million). The increase included significant
growth in most lines of business, and revenue earned
from the provision of a major certificate-based security
solution to a South African public sector organisation
following the re-award of the contract for a further five
years in October 2020.
Create (incorporating Digitise) continued on a path of
significant revenue growth and exceeded profit
expectations as it capitalised on a surge in orders from
local and international mining and defence customers,
resulting in an increase in profit from discontinued
operations of R29.5 million (FY2021: R21.0 million).
Create’s gross profit margin improved from 28% to 30%
year-on-year due to an improvement in its product mix,
while operating costs remained under control,
increasing only marginally despite rapid growth in
business activity.
Increased investment by Connect’s customers in
infrastructure to support demand for fibre to homes and
businesses, together with sound cost management and
the negotiation of discounted prices from its US supplier,
resulted in a growth in profit from discontinued operations
to R33.4 million (FY2021: R8.5 million). As an importer of
product from a primary US-based supplier, Connect is
vulnerable to fluctuations in ZAR/USD. However, its effective
hedging programme limited its exposure to foreign
exchange volatility on imported products, resulting in losses
of R3.1 million (FY2021: gains of R6.6 million). Operating costs
increased by 14% to R26.8 million due to higher costs
incurred during the second half of the year to support
BBBEE enterprise and supplier development initiatives.
The Group generated basic and diluted earnings per share
of 36.00 cents (FY2021: 15.19 cents loss) from discontinued
operations and basic and diluted loss per share of 8.75 cents
(FY2021: 5.87 cents loss) from continuing operations.

Statement of financial position
Etion’s financial position remained robust during the year,
enabling the Group to use R21.4 million of the R75 million
pre-closing dividend paid by LAWTrust on 28 September 2021
to repay the Nedbank medium-term loan.
Total assets amounted to R512 million (FY2021:
R619 million) and liabilities were R184 million (FY2021:
R258 million). These included the assets and liabilities
of Create and Connect, which were disclosed separately
as non-current assets held for sale and liabilities of the
disposal group, as required by IFRS 5. The cash and
cash equivalents of Create and Connect, excluding
R13.5 million to be retained in Connect when the
transaction is concluded, are included in the R356 million
(FY2021: R179 million) of non-current assets of the
disposal group. 72 Note 16, Notes to the FY2022 AFS.
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Component shortages and supply chain disruptions
placed pressure on the working capital and inventory
management of Create and Connect, as reflected in
lower cash balances of R19.8 million and R16.5 million,
respectively, and corresponding increases in inventories.
Equity reduced by R186 million to R73 million as a result
of the distribution of proceeds from the LAWTrust
disposal to shareholders. Shareholders received a
33 cents per share return of contributed capital.

Cash flow statement
The reduction in the Group’s net cash position from
R120 million to R89 million was attributable to the impact
of external operational challenges on Create’s working
capital, partially offset by favourable credit terms from
Connect’s US-based supplier. Management proactively
monitored and managed inventory and debtors’ days to
improve the Group’s working capital position.

Net working capital management

Number of days – Create
70.4
99.0

2022
69.1

13.5
94.9

2021
46.6
0

20

INVENTORY

40

60
DEBTORS

80

100

CREDITORS

Create’s inventory management was impacted by silicon
component shortages, price inflation and unpredictable
supply chains. This increased pressure on cash flow, as
Create had to suspend its just-in-time procurement and
build up stocks to maintain customer deliveries.
Long outstanding debts with two of Create’s customers
and late payments impacted debtors’ days outstanding.
Create engaged actively with its debtors and recovered
the bulk of late payments (R22.3 million) from local
debtors subsequent to year-end.
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LIQUIDITY, SOLVENCY AND GOING
CONCERN CONSIDERATIONS

Number of days – Connect

Net debt
Except for the Nedbank property loan of R27.2 million
on Create’s office building, and asset-based financing
facilities of R4.1 million in Create, the Group is debt-free.

52.7
2022

61.2

Going concern

61.8

The Group performed a detailed review of the FY2023
budget, including cash flow projections, risk and
opportunity analyses and the financial position, to
evaluate the adequacy of management’s forecast for
the next 12 months.

83.8
97.0

2021

122.5
0
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90
DEBTORS

120

150

CREDITORS

Connect benefitted from active stock management.
Connect’s cash flow was positively impacted by its
improved revenue performance and favourable credit
terms with its primary supplier.
Connect’s debtors are all current. Debtors’ days are likely
to increase, as its anchor customer increased its
payment terms to 90 days. Creditor days decreased due
to a moderation in orders between a primary
customer’s first and second bulk deal orders during the
second half of the year.

Investment in property, plant and equipment reduced
to R4.3 million (FY2021: R7.4 million). Investment of
R3.9 million (FY2021: R9.4 million) in development
(capitalised as an intangible asset) was made in Create.

Healthy forward-looking committed order books, and
strong demand for the Group’s products and services in
both local and global markets, indicate a positive
outlook for FY2023.
Management confirmed that the Group has:
― No material litigation and claims
― No subsequent events, including the consideration
of the impact of COVID-19, will prevent the
businesses from continuing as going concerns
― No unviable or onerous long-term commitments to
which it is bound
― No history of loan default
― Adequate insurance cover across the Group
Based on these factors and considering the Group’s
current financial position, the directors are satisfied that
the Group has sufficient capital, liquidity and a positive
future performance outlook to continue to meet its
short-term obligations, even when considering the
imminent disposal of Create and Connect.
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I would like to thank the Board, the Acting GCEO
Richard Willis and the Managing Directors of the
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all focused on maintaining sound financial performance
while implementing the Group’s strategy.

Nerishini Naidoo
Group Chief Financial Officer
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Group CFO’s review continued

RECONCILIATION OF HEADLINE EARNINGS/(LOSS)
12 months
ended
31 March 2022
Audited
Profit attributable to ordinary shareholders (R’000)

153 821

Profit on sale of investment in subsidiaries (R'000)

(140 603)

52 623
–

Impairment of goodwill (R’000)

14 041

–

Total tax effect of adjustments (R’000)

44 719

–

Headline and diluted profit attributable to ordinary shareholders (R’000)

71 978

52 623

Headline and diluted headline loss from continued operations (R’000)

(35 334)

(33 131)

Headline and diluted headline profit from discontinued operations (R’000)

107 312

85 754

564 411 033

564 411 033

Headline and diluted headline earnings per share attributable to ordinary
shareholders (cents)

12.75

9.32

Headline and diluted headline loss per share from continued operations (cents)

(6.26)

(5.87)

Headline and diluted headline earnings per share from discontinued
operations (cents)

19.01

15.19

Weighted average number of shares in issue

*

12 months
ended
31 March 2021
Audited*

The FY2021 amounts have been re-presented due to the classification of Create (including Digitise) and Connect as discontinued operations
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SEGMENT CONTRIBUTION
Year ended
31 March 2022
Audited

Year ended
31 March 2021
Audited**

Create: Original Design Manufacturing*

287 969

228 983

Connect: Digital Network Solutions

335 964

196 584

Secure: Cyber Security Solutions

162 278

272 871

R’000

Segment revenue

Eliminations

Discontinued operations

(2 530)

(6 325)

783 681

692 113

(783 681)

(692 113)

–

–

Create: Original Design Manufacturing*

43 674

29 164

Connect: Digital Network Solutions

45 136

11 140

Secure: Cyber Security Solutions

49 361

72 661

Total
Segment profit

Eliminations

Discontinued operations

Subtotal
Corporate costs
Finance costs
Finance income

Loss before taxation

1 229

(10 532)

139 400

102 433

(142 074)

(106 709)

(2 674)

(4 276)

(45 223)

(22 882)

(6 730)

(7 689)

1 628
(52 999)

–
(34 847)

*

On 31 March 2022 Create acquired Digitise as part of a larger restructuring activity undertaken by the Group. The segment results include
the results of Create, Digitise, Parsec Properties and Parsec Holdings

**

The FY2021 amounts have been re-presented due to the classification of Create (including Digitise) and Connect as discontinued operations
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Group CFO’s review continued

SUMMARISED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AS AT 31 MARCH

R’000

31 March
2022
Audited

31 March
2021
Audited

Assets
Non-current assets

52 180

182 014

Property, plant and equipment

29 976

40 112

17 661

22 695

–

83 764

4 543

34 450

–

993

104 110

257 998

–

47 462

5 548

128 999

Right-of-use assets
Intangible assets
Deferred tax asset
Other financial asset

Current assets
Inventories
Trade and other receivables

–

20 725

1 910

3 008

Other financial asset

30 000

–

Cash and cash equivalents

66 652

57 804

356 035

179 080

512 325

619 092

328 815

361 250

73 285

259 541

255 530

101 709

Non-current liabilities

47 240

74 873

Interest-bearing borrowings

24 827

46 293

Contract assets
Current tax receivable

Non-current assets held for sale and assets of disposal group

Total assets

Equity and liabilities
Equity
Share capital
Retained income

1 801

4 260

20 612

24 320

6 029

136 106

1 314

98 611

2 382

13 953

Contract liabilities

–

18 550

Provisions

–

2 600

Lease liabilities

2 333

2 341

Bank overdraft

–

51

Liabilities of disposal group

130 241

46 863

Total equity and liabilities

512 325

619 092

Deferred tax liability
Lease liabilities

Current liabilities
Trade and other payables
Interest-bearing borrowings
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SUMMARISED CONSOLIDATED STATEMENT OF PROFIT AND LOSS AND OTHER
COMPREHENSIVE INCOME

R’000

31 March
2022
Audited

31 March
2021
Audited*

3 628

–

Continuing operations
Other operating income
Movement in credit loss allowances

(12 397)

(50)

Other operating expenses

(39 128)

(27 108)

Operating loss

(47 897)

(27 158)

Finance income
Finance costs

Loss before taxation

1 628

–

(6 730)

(7 689)

(52 999)

(34 847)

3 624

1 716

(49 375)

(33 131)

Profit from discontinued operations

203 196

85 754

Profit for the year

153 821

52 623

–

–

153 821

52 623

From continuing operations

(49 375)

(33 131)

From discontinued operations

203 196

85 754

153 821

52 623

Income tax income

Loss for the year from continuing operations
Discontinued operations

Other comprehensive income

Total comprehensive income for the year
Profit/(loss) attributable to:
Owners of the parent:

Earnings per share for loss from continuing operations
attributable to the ordinary equity holders of the company:
Basic and diluted loss per share (cents)

(8.75)

(5.87)

Earnings per share for profit/(loss) from discontinued
operations attributable to the ordinary equity holders of the
company:
Basic and diluted earnings per share (cents)

36.00

(15.19)

Earnings per share for profit attributable to the ordinary
equity holders of the company:
Basic and diluted earnings per share (cents)
*

27.25

9.32

The FY2021 amounts have been re-presented due to the classification of Create (including Digitise) and Connect as discontinued operations

ETION Integrated Report 2022

Delivering value

32

Group CFO’s review continued

SUMMARISED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 31 MARCH
R’000
Balance as at 1 April 2020 (Audited)

Issued share
capital

Accumulated
profit/(losses)

Total

259 541

49 086

308 627

Profit for the year

–

52 623

52 623

Other comprehensive income

–

–

–

Total comprehensive income for the year

–

52 623

52 623

Balance as at 1 April 2021 (Audited)

259 541

101 709

361 250

Profit for the year

–

153 821

153 821

Other comprehensive income

–

–

–

–

153 821

Total comprehensive income for the year
Reduction of contributed share capital

(186 256)

Balance as at 31 March 2022 (Audited)

73 285

–
255 530

153 821
(186 256)
328 815

SUMMARISED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 31 MARCH

R’000

Year ended
31 March
2022
Audited

Year ended
31 March
2021
Audited

Cash flow from operating activities
Cash receipts from customers

823 095

634 654

Cash paid to suppliers and employees

(754 651)

(549 741)

68 444

84 913

3 342

860

Cash generated from operations
Finance income received
Finance costs paid*
Tax paid
Net cash flow generated from operating activities

(2 986)

(733)

(41 482)

(16 049)

27 318

68 991

(4 259)

(7 352)

Cash flows from investing activities
Purchase of property, plant and equipment
Proceeds on sale of property, plant and equipment
Purchase of other intangible assets

488
(3 872)

–
(9 455)

Proceeds from disposal of subsidiary, net of cash disposed***

172 655

(9 455)

Net cash flow from investing activities

165 012

(16 807)

Cash flows from financing activities
Reduction of share capital
Proceeds from other financial liabilities
Repayments of other financial liabilities
Proceeds from interest-bearing borrowings raised
Repayment of interest-bearing borrowings
Finance costs paid*

(186 256)
–
(83)
1 223

–
83
–
–

(30 120)

(4 748)

(4 530)

(8 670)

(2 933)

(4 409)

(222 699)

(17 744)

Total cash movement for the year

(30 369)

34 440

Cash at beginning of year

120 387

82 606

Payment on lease liabilities
Net cash flow from financing activities

Effects of exchange rate changes on cash
Total cash and cash equivalents at end of the year**

(596)
89 422

*

Total finance costs paid was R7.516 million (FY2021: R9.403 million)

**

The statement of cash flows presents the movement in cash flows related to continuing and discontinued operations

3 341
120 387

*** Proceeds from disposal of subsidiary, net of cash disposed is comprised of sale consideration received from Altron to date, being the R185 million
received on 1 October 2021 and the R21.092 million received on 26 November 2021, less the cash balance of LAWTrust as at 1 October 2021, being
R33.437 million
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Our performance: discontinued
operations Etion Create
WHAT WE DO
Create is an original design manufacturer that designs, develops and manufactures a range of advanced electronic
subsystems and products for customers in the defence and aerospace, mining and industrial, cyber security and rail
industries. Our products, expertise, capabilities and value-added services enhance our customers’ competitiveness by
enabling them to focus on their core competencies.
Create’s own products include tactical navigation systems, smart screens capable of video fusion for defence and rail
sectors, cyber security products and high-end embedded processing sub-systems.

OUR CAPABILITIES
Engineering

― System/sub-system and line replaceable unit (LRU) / shop replaceable unit
(SRU) development
― System integration

Engineering capabilities
and services

― Programme and project management support
― System engineering
― Software development
― Hardware development
― Firmware development
― Computer-aided design (CAD)

Production capabilities
and services

― Full turnkey production related to electronic manufacturing
― Surface-mount (SMD) assembly
― Through-hole (THD) assembly
― Final assembly and integration
― Vehicle identification and tracking systems
― Condition monitoring
― Test and qualification
― Industrialisation
― Support

OUR PERFORMANCE
R’000
288.0

300 000
250 000
200 000

229.0
28%

195.1

40
30%

28%

32

24

150 000
100 000
48.7

50 000
0

63.9

54.1
29.1

35.0

86.3
43.7

46.8

8

(28.7)

-50 000

2020
SEGMENT REVENUE
GROSS PROFIT

16

2021
SEGMENT (LOSS)/PROFIT

2022

0

SEGMENT PROFIT EXCLUDING HEAD OFFICE RECOVERIES

GROSS MARGIN (%)

On 31 March 2022 Etion Create acquired Etion Digitise as part of a larger restructuring activity undertaken by the Etion
Group. The table above incorporates the segment results of Create and Digitise.
ETION Integrated Report 2022
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Our performance: discontinued operations Etion Create continued

2022 OPERATIONAL FOCUS
Create maintained its trend of significant revenue and
profit growth as it capitalised on the global reopening
of economies and the return of growth cycles in its
targeted defence and mining markets.
The award of a record number of new orders to be
executed over the next two to three years sustained
Create’s order book growth from a high base
established during 2021. This was driven by strong
growth in demand from mining customers and major
orders from local and international defence markets.
Create was awarded a three-year multi-million rand
contract to deliver the CheetahNAV tactical navigation
system. The system is developed in-house to enable
jamming-free situational awareness navigation
information. Project execution commenced and early
milestones were achieved, but certain deliveries were
shifted to the new financial year at the customer’s
request. The CheetahNAV’s good reception from
defence businesses in Africa, the Middle East and Brazil
resulted in a second three-year contract secured with
the same customer in January 2022.
Create invested in its own intellectual property in the
development of new features for CheetahNAV and
smart display systems. Several short-term development
and production contracts were completed for
international customers during the year.
In the mining sector, Create designs and manufactures
safety, security, productivity improvement and other
mining products on behalf of its customers. A milestone
was achieved when successful testing of a new product
line by a customer generated significant interest and
production orders for Australian mining houses.
A decline in rail orders was attributable to challenges in
the domestic industry. Create continues to offer rail
maintenance services to its main rail customer.

ETION Integrated Report 2022

The improvement in profit margin was attributable
to Create’s product mix, including higher-margin
international development projects that incur lower
material costs, and sound cost management which
mitigated significant challenges to project
implementation. These challenges include ongoing
silicon component shortages, unpredictable supply
chains and price inflation that disrupted inventory
management and customer deliveries during a period
of significant growth in customer demand. As a just-intime manufacturer, the sudden need to stockpile
components to manage these shortages impacted
Create’s working capital, cash flow and financial
performance.
By focusing on operational efficiency improvements
and working with customers to ensure mutually
beneficial outcomes, Create maintained service
continuity in increasingly complex operating conditions.
Production premises were expanded, the accounting
system was upgraded, and a balanced scorecard
approach was reintroduced to strengthen the focus on
financial, customer, operational, learning and growth
outcomes. The implementation of an employee
registration and sign-in app will improve safety in the
event of an evacuation and streamline COVID-19-related
protocols.
New appointments in procurement, systems
management and engineering enhanced the capacity
and capability to manage procurement challenges and
service a growing project pipeline. Create prioritises the
retention of engineering talent by offering marketrelated remuneration and a favourable work
environment, including mentoring by management
and opportunities for growth and development.
Outlook, 44
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https://www.etion.co.za/create/
Industrialisation

Create develops production test equipment, freeing
up its customers’ engineers to work on other critical
business objectives. We understand the intricacies
in managing the interface between the design
authorities and the production facilities, and work
with customers’ engineers to solve manufacturing
challenges efficiently and cost-effectively.

Electronic manufacturing services

Create’s experience in manufacturing for a wide
spectrum of customers in the defence and
aerospace, telecommunications and industrial, and
rail market sectors underpins the quality of our
service. Through proper process control we ensure
that all products, irrespective of complexity or
specification, exceed your quality requirements.

Embedded products

Tactical Navigation Systems

Create develops and manufactures a range of
embedded boards and modules for highperformance rugged computing solutions. Our
commercial off-the-shelf (COTS) products are based
on open architecture standards provided by PCI
Industrial Manufacturers Group and the Institute of
Electrical and Electronics Engineers.

The CheetahNAV system uses real-time moving map
technology that continuously provides drivers and
crew members with accurate situational awareness
information. CheetahNAV has a user-friendly
graphical navigation capability that combines inertial
and satellite position information for accurate
navigation between pre-set waypoints towards a final
destination. It is ideal for tough battlefield conditions.

ETION Integrated Report 2022
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Our performance: discontinued
operations Etion Connect
WHAT WE DO
Connect supplies the hardware that enables its customers to provide connectivity solutions to the
telecommunications market. As a value-added reseller (VAR) of passive fibre connectivity products for each part of a
telecommunications network, Connect offers design and installation solutions and services to network operators and
their installers. CommScope supplies more than 80% of products Connect sells; the balance comprises locally sourced
components that complement the CommScope range.

OUR CAPABILITIES
Distribution

― Importing
― Assembling
― Warehousing

Design

― Solutions design
― Technology integration
― Solution development
― Customer-specific solutions

Installation

― Service fulfilment
― Programme and project management
― Quality assurance
― Sub-contractor management

OUR PERFORMANCE
R’000
336.0

350 000

40

300 000
32

250 000
200 000

196.6
22%

163

24

150 000
15%

100 000

13%

50 000
0

(32.6)

-50 000

(20.6)

24.8

2020
SEGMENT REVENUE
GROSS PROFIT

14.8

2021
SEGMENT PROFIT/(LOSS)

GROSS MARGIN (%)
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11.1

75.2
25.2

45.1

16

46.9
8

2022

SEGMENT PROFIT/(LOSS) EXCLUDING HEAD OFFICE RECOVERIES

0
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2022 OPERATIONAL FOCUS
Connect delivered strong revenue and profit growth as it
capitalised on pent-up demand for connectivity, focusing
on key account management to increase sales, and
servicing a growing pipeline of orders.

Management consolidated its position as a profitable
value-added reseller of connectivity products for
telecommunications networks with efficient inventory
and cash management.

The improvement in performance was driven by the
resurgence in demand for fibre connectivity, which
prompted network operators to increase investment in
the infrastructure providing fibre to homes and
businesses. Connect’s order book grew significantly over
the past two years as it:

The business successfully renegotiated payment terms
with its primary US-based supplier to manage freight
costs and better align with the payment cycle of its
anchor customer, which increased its terms to 90 days
in January 2022. While payment for imported airfreighted components remains 120 days from shipping,
payment for sea freight changed to 90 days from
landing in South Africa.

― Successfully executed a bulk deal (bulk deal 1) that
resulted in a surge in revenue growth and supported
an anchor carrier customer’s two-year infrastructure
expansion roll-out programme for an integrated
fibre and mobile network.
― Concluded a second bulk deal (bulk deal 2) with the
same customer for implementation during FY2023.
― Capacitated sales teams with training and incentives
to strengthen the focus on strategic selling, while
maintaining the momentum of revenue growth and
pipeline execution.
― Focused on diversifying the customer base to
mitigate concentration risk in a competitive
telecommunications infrastructure market by:
₀

Strengthening its foothold in the fast-growing
data centre market in South Africa and the rest
of Africa.

₀

Responding to market need for a redeveloped
end-to-end low-cost alternative product to grow
and retain customers that service lower LSM
customer bases.

₀

Achieving a breakthrough in the Namibian
market with a new customer.

₀

Participating in the expansion of mobile network
operator transmission networks to meet the
demand for bandwidth.

Connect mitigated the risks of execution delays and
penalties due to supply chain challenges with careful
management of customer orders and expectations.
The recovery of cost variances incurred when customers
required a change from sea to air freighting to accelerate
contract execution, bolstered free cash flow.
As a result of prudent inventory management, including
a concerted effort to sell slow-moving stock, only
R4.4 million of obsolete stock was written off (R2.4 million
of which had already been provided for) during a year in
which revenue grew by 71%.
Connect strengthened its key account management to
drive sales as its logistics and fulfilment teams serviced a
growing pipeline. Supply chain management, financial
management and human resource management were
also capacitated to support business growth and navigate
increased complexity in the operating environment.
The business appointed a safety, health, environment and
quality (SHEQ) management consultant to focus on SHEQ
compliance with customer requirements. SHEQ functions
were classified into three categories, focusing on:
― The review and approval of policies and legal
compliance
― Employee training
― Strengthening audit processes to comply with
customer requirements
https://www.etion.co.za/connect/

Outlook, 44
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Creating
value
sustainably

Etion is committed to good corporate
citizenship. In pursuit of its adherence
to ethical social behaviour that
complies with this ideal, the Group
maintains a social and ethics
scorecard that is monitored by the
Social and Ethics Committee.
Several developments influenced Etion’s social,
environmental and ethics performance, including:
― The sale of LAWTrust with effect from 30 September 2021
and the consequent reporting of LAWTrust’s
performance for only the first six months of the
financial year

ETION SOCIAL AND ETHICS SCORECARD
Priority perspectives

Weighting

Score

Employee perspective

30%

3.9

Environmental perspective

20%

1.8

Social perspective

10%

4.3

Management and
economic risk perspective

40%

4.4

100%

3.7

Total performance

Rating scale
Exceptional performance

5

Needs improvement

2

― Implementation of the programme to dispose
of the Create and Connect operating entities

Exceeds expectations

4

Below expectations

1

These factors were partially offset by:

Meets expectations

3

― Increased commercial activities in Create and
Connect, which both benefitted from growth
opportunities in their markets
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The responsibility for effective implementation is widespread
between committees and functional units within the Group,
namely, People and Organisational Development (P&OD),
Finance, Procurement, Marketing, Heads of business entities,
Group Executives and Employment Equity, Safety, Health and
Environment and Corporate Social Investment Committees.
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30%
30%

40%
40%

10%

20%

20%

10%

Employee
perspective and
indicator weighting

20% –
Organisational
culture alignment

3.9
2

Goals/KPIs

Performance against goals/KPIs

― Achieve an overall Group score
of > 80% on annual employee
survey (10% of score)

― Create scored 77.6%, Connect
scored 62%

― No single BU to score less than
75% (10%)

20% – Diversity
support indicators

5

― Maintain the operating entities’
BBBEE ratings (10% of score)
― Achieve percentage foreigners
<2% in South Africa (5%)

SDG link

― Group average score of 70%

― Connect maintained a level 1
BBBEE rating and Create
maintained a level 3 rating
― The Group employed 1%
foreigners in South Africa

― Have at least one formal initiative
on diversity across the Group (5%) ― Connect hosted a Heritage Day
event

20% –
Employment
equity (EE)

3.5

― Achieve overall ratio of 62%
black* employees according to
EE plan (10%)
― Achieve overall 50% of group
average black representation at
top three levels (5%)
― Improve overall EE ratios (black
and female) at management
occupational levels by
2 percentage points (5%)

20% – Labour
relations

4

― Achieve < 5% labour relation
incidents (6.7%)
― Achieve < 1% CCMA and labour
court cases (6.7%)
― Achieve staff turnover rate of <
10% (6.7%)

10% – Policy
integration

5

― Implement all critical Group
policies at the end of the
financial year

― 64% of employees across the
Group are black
― 29% of employees in
management are black
― 50% of women in management
are black

― Overall incidents were below 5%
― The Group reported limited
labour relation incidents
― No CCMA labour court cases
― 15% staff turnover
― New POPI, Work from Home,
and Succession and People
Development policies were
implemented
― Business Continuity and Leave
Policies were revised

10% – Ethics

*

African, Indian, Coloured

5

― All incidents that are reported to ― No incidents reported
the Social and Ethics Committee
are addressed successfully
within a month
ETION Integrated Report 2022
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Creating value sustainably continued

30%
40%

20%
10%

Environmental
perspective and
indicator weighting

40% – Sustainable
environmental
methods

1.8

Goals/KPIs

1.5

― Reduce the number of relevant ― Consumables increased due to:
consumables used by 10% in the
₀ Reduction in COVID-19
financial year (20%)
restrictions
― Implement one community
₀ Increased commercial
project that is built on the
activity
recycling of waste (20%)
― The Group did not implement
a recycling of waste community
project

30% – Internal
recycling

3

― Implement the recycling of
paper and plastic as minimum
(30%)

Performance against goals/KPIs

― Average waste bins produced for
the Group per week decreased
from 8 to 7 waste bins
― Recycled 1 265kg of paper
(FY2021: 4 485kg)

30% – Energy
efficiency

ETION Integrated Report 2022

1

― Reduce electricity usage by 5% in ― Electricity usage increased by
24% to 794 225kWh (FY2021:
the next financial year (15%)
641 012kWh)
― Reduce water usage by 5% in the
next financial year (15%)
― Water usage increased by 153%
to 11 167kl (FY2021: 4 410kl)

SDG link
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30%
40%

20%
10%

Social perspective
and indicator
weighting

4.3

Goals/KPIs

Performance against goals/KPIs
― Connect and Create scored 12
points out of a maximum 12 SED
points

50% – Social
contributions

5

― Achieve maximum points for
socio-economic development
(SED) spend in terms of BBBEE
scorecard

30% – Enterprise
development (ED)

4

― Connect awarded grants and
― Participate in at least five
offered low or no-interest loans
collaboration events throughout
to EME suppliers
the year in support of ED (10%)

SDG link

― Achieve maximum points for ED ― Connect offered business and
managerial training to EME
in terms of BBBEE scorecard
suppliers
(20%)
― Connect and Create scored 15
out of a maximum 15 ED points

10% –
Entertainment
and gifts

5

― Record all gifts received in Gifts
Register

― Maintained Gift Register

10% – Time spent
in volunteering

1

― Spend an average of eight hours
per employee per year on
volunteering initiatives
(2 160 hours)

― Employees have not
participated in any volunteering
initiatives during the current
year
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Creating value sustainably

Creating value sustainably continued

30%
40%

20%
10%

Management and
economic risk
perspective and
indicator weighting

4.4

70% – Shareholder
value

5

Goals/KPIs

Performance against goals/KPIs

― Align operating entity and
functional strategies with the
Group strategy (10%)

― Aligned operating entity
strategies with Group strategy
to unlock shareholder value

― Deliver against budget (50%)

― All operating entities achieved
or exceeded their budgets

― Develop and implement
dividend policy (2.5%)
― Non-executive director (NED)
contribution and value add (5%)
― The nature of matters raised at
AGMs (2.5%)

SDG link

― Paid shareholders a 33 cents per
share contributed capital
distribution, amounting to
R186.3 million
― No significant matters at
previous AGM; all ordinary and
special resolutions passed
― Independent Board
reconstituted to oversee Create
disposal

30% – Integrated
reporting

3

― Measure extent to which
― Integrated Report approved
integrated reporting has been
by Board
included in reporting (on a scale
― Ongoing improvement in
1 to 5) and achieve 4 or 5
disclosure

OUR PERFORMANCE
General waste

Chemicals used

7 bins per week

240kg

(2021: 8 bins per week) (2020: 6 bins per week)
(2019: 15 bins per week)

(2021: 543kg) (2020: 130kg) (2019: 268kg)

Recycled paper

Water usage

1 265kg

11 167kl per year

(2021: 4 485kg) (2020: 6 247kg) (2019: 3 818kg)

(2021: 4 410kl) (2020: 4 148kl) (2019: 2 815kl)

Cardboard boxes recycled

Electricity usage

2 135kg
(2021: 1 080kg) (2020: 2 494kg) (2019: 300kg)
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794 225kWh per year
(2021: 641 012kWh) (2020: 751 197kWh)
(2019: 793 559kWh)
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BBBEE level*

Level 1 | Group (prior to disposal programme)
Level 1 | Connect
Level 3 | Create
(2021: Level 1) (2020: Level 1) (2019: Level 1)

29% | Black persons in management
(2021: 33%) (2020: 62%) (2019: 65%)

50% | Women in management who are black
(2021: 56%) (2020: 38%) (2019: 75%)

5 432 | Skills development spend (R’000)
(2021: 5 791) (2020: 7 625) (2019: 8 374)

28 | Number of new recruits into learnerships,
internship and apprentice programmes

(2021: 50) (2020: 117) (2019: 204)

17 632 | Black female procurement spend (R’000)
(2021: 13 120) (2020: 16 987) (2019: 17 400)

66 563 | Black-owned entity procurement spend (R’000)
(2021: 71 025) (2020: 32 695) (2019: 44 000)

0 | Facilities improvements (R’000)
(2021: 307) (2020: 128) (2019: N/A)

*

Outlook g

83 134 | Exempted Micro-enterprises (EME)

and Qualifying Small Enterprises (QSE)
spend (R’000)

(2021: 67 363) (2020: 48 181) (2019: 88 334)

1 276 | Supplier development spend (R’000)
(2021: 2 216) (2020: 1 389) (2019: 1 273)

1 906 | Enterprise development spend (R’000)
(2021: 2 075) (2020: 1 437) (2019: 1 827)

4 | Lost-time injuries
(2021: 1) (2020: 6) (2019: 1)

12 | First-aid cases
(2021: 16) (2020: 17) (2019: 0)

195 | Total employees
(2021: 281) (2020: 279) (2019: 311)

0 | Fatalities
(2021: 1) (2020: 0) (2019: 0)

40 | Health and safety spend (R’000)
(2021: 56) (2020: 12) (2019: N/A)

125 | COVID-19 spend (R’000)
(2021: 416) (2020: 350) (2019: N/A)

Valid with effect from 19/07/2022 to 18/07/2023

ETION Integrated Report 2022

44

Outlook

45
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Etion is in the final stage of completing the strategy to unlock shareholder value.
Etion has entered into a sale of shares agreement to sell
100% of its shareholding in Create, with all risks in and
benefits arising out of the transaction deemed to have
passed to Reunert with effect from 1 April 2022.
Ownership of the sale shares will pass to Reunert on the
closing date of the transaction, subject to the fulfilment
or waiver of conditions precedent.
Furthermore, Etion concluded a sale of business
agreement to sell the assets and operations of Etion
Connect to a newly formed entity consisting of a
third-party equity partner as well as the executive
management of Connect. The disposal will take effect
from 1 April 2022 (“Effective Date”) with all risks in and
benefits arising out of the transaction deemed to have
passed at Effective Date. Ownership of the sale assets
and operations will pass to the purchaser on the
closing date, subject to the fulfilment or waiver
of conditions precedent.

CREATE
The cyclical upturn in mining and defence markets
is expected to sustain a positive multi-year outlook.
Key factors driving future growth:
― Higher investment by mining companies is
expected to sustain growth over the next couple
of years.
― Create’s diversified operations across different
sectors support sustainable future business
development.
― Increasing interest in the CheetahNAV system,
and investment in intellectual property to develop
derivative products for customers who require
features such as smart screens and auto trackers,
resulted in additional orders during FY2022.
― International business accounted for 64% of the
order book at 31 March 2022 (31 March 2021: 31%),
demonstrating the advances achieved in the
internationalisation strategy.

CONNECT
Connect has built strong momentum in a market
that is expected to sustain growth in excess of 8%*
over the next five years. Demand for fibre in
South African homes and offices continues to grow,
and average bandwidth consumption has increased
to > 30%* per operator due to remote or hybrid
working trends.
*

Technology upgrades and doubling of customer
capacity by fibre network operators without doubling
prices is driving additional demand for connectivity
in competitive market conditions as fibre installation
extends from major cities to smaller regional hubs.
While Connect’s key customers responded with agility
to increased demand, the recovery of smaller fibre
network operators to pre-COVID-19 levels was slower
but has now normalised.

A promising outlook is underpinned by:
― Approval of bulk deal 2, which is smaller than bulk
deal 1 and will commence during the 2023 financial
year. The anchor customer’s stated intention
to connect 220 000 dwellings to fibre annually
is indicative of the ongoing potential to secure
repeat work.
― Growth and diversification of the customer base
and product portfolio to mitigate the risk of reliance
on a few primary customers.
― Redevelopment of end-to-end low-cost alternative
products to grow and retain customers that service
growing lower LSM customer bases.
― Local manufacture of CommScope’s Africa product
portfolio and export to the rest of Africa market.
― Sustained investment in the South African data
centre market.
― Increased certainty about government spectrum
allocations which will unlock investment by
mobile network operators in 4G and 5G
expansion programmes.
― Expansion into wireless connectivity.

GROUP
Etion expects to complete its strategy to unlock
shareholder value during 2023, focusing on:
― Concluding the sale of Create by fulfilling all
the conditions precedent, including shareholder
and Competition Commission approval
― Concluding the sale of Connect
― Distributing the cash proceeds to shareholders
in the most efficient manner
― Commencing with the process of delisting from
the JSE’s AltX, subject to Board and shareholder
approval, and winding up the Group

BMIT SA Digital Lifestyle Study 2021
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Our Board of Directors
AS AT 31 MARCH 2022

Non-executive directors
NC
(Chairperson)

ARC

HCRC

IDC
(Chairperson)

NC

HCRC
(Chairperson)

TEDDY DAKA (57)

COENRAAD BESTER (66)

Chairperson, Non-executive director
BA (Hons) Business Management, MBA

Lead independent non-executive director

Appointed to Board: 10 October 2001
Teddy was appointed Chairperson of Etion Limited on
1 February 2021 after serving as Group CEO from 2013
and as non-executive Chairperson from 2006. Before
assuming an executive role in Etion, Teddy founded
Tedaka Investments, a company that had interests
in various industries, including telecommunications,
defence, cyber security, consulting engineering,
mining, property and railways. An ex-Telkom and
Palabora Foundation executive, Teddy has served as
a non-executive director for private and public sector
companies locally and internationally, and on several
ministerial task teams.

BSc Electronic Engineering (Hons), PhD (Engineering), MBA,
OPM, PGD (Future Studies)
Appointed to Board: 1 June 2015

Coen’s 40 years of experience in the technology industry
includes the successful start-up and growth of a
high-tech company. Coen serves on the boards
of several technology companies. He is the author of
Live & Lead: Discover Your Personal and Organisational
Guidance System (2012). His passion is leadership
coaching and strategy. Coen is the CEO and owner
of BrainWorks, a management consulting company.
His skills, expertise and experience include technology
strategy, systems thinking, corporate culture and future
studies.

NC
IDC

ARC
(Chairperson)

SEC
(Chairperson)

NC

HCRC
IDC
SEC
IB
(Chairperson)

ELVIN DE KOCK (64)

MARTIE JANSE VAN RENSBURG (65)

Non-executive director
FCMA, CGMA, MBA

Independent non-executive director
BCom, BCompt (Hons), CA(SA)

Appointed to Board: 8 January 2018
Elvin was Group CFO of Etion Limited from January 2018
to January 2021 and Group CEO from February 2021
until May 2021 when he resigned from the executive
role. Since 1 June 2021, he has served as a non-executive
director. Elvin has extensive executive and consulting
experience at board and senior executive levels across IT,
financial services and telecommunications industries.
He is highly skilled in finance, risk management,
corporate governance and compliance, strategic
planning and change management. Elvin is
Chairperson of Bryte Life Company Limited and a
non-executive director of Bryte Insurance. He is a Fellow
of the Chartered Institute of Management Accountants
(UK), a Chartered Global Management Accountant, and
an associate member of the Chartered Institute of
Company Secretaries.

Appointed to Board: 12 November 2018
Martie has extensive experience in corporate
governance, corporate strategy, shareholder
management, enterprise risk management, regulatory
compliance, financial reporting and analysis, human
resource strategy and performance management. She
is an experienced executive and non-executive director,
serving as either Chairperson or member of the boards
or board committees of public and private sector
organisations for 25 years. Martie’s current board
memberships are Sephaku Holdings Limited, Ivanhoe
Mines Limited and The Development Bank of Southern
Africa. She is a non-executive member of the FirstRand
Bank Limited wholesale credit committee overseeing
Africa, specialised and project finance and the
Ashburton Investments credit committee.
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Our Board of Directors continued

ARC
IDC
IB

ZUZIWE NTSALAZE (38)
Independent non-executive director
CA(SA), BCom (Hons), MBA, Postgraduate Diploma in Risk
Management
Appointed to Board: 1 September 2021
Zuziwe has gained extensive experience in risk
management, auditing and IT governance during a career
spanning 15 years. Currently employed as Head of
Operational Risk at Investec Private Bank, Zuziwe
commenced her career as a trainee accountant at PwC
before joining Investec as an IT internal auditor. She was
then appointed Senior Specialist Assurance at Sasol Group
before returning to Investec. Zuziwe chairs the audit
committee for the Cross Border Road Transport Agency and
was previously a board and audit committee Chairperson of
the Independent Regulatory Board of Auditors.

Board sub-committee
ARC

Audit and Risk Committee

HCRC	
Human Capital and Remuneration
Committee
IDC	
Investment and Disposal Committee
(ad hoc committee)
NC

Nomination Committee

SEC

Social and Ethics Committee

IB

Independent Board

Executive directors
SEC

RICHARD WILLIS (53)

NERISHINI NAIDOO (36)

Acting Group Chief Executive Officer
BCom Dip (Acc) CA(SA)

Group Chief Financial Officer
BAcc CA(SA)

Appointed to Board: 13 November 2018
Served on NC, SEC and ARC before appointment as
AGCEO on 1 June 2021

Appointed to Board: 1 February 2021
Nerishini served as Group Financial Controller
of Etion from November 2018 to January 2021
and was promoted into the role of Group CFO
from February 2021. Nerishini has extensive technical
accounting and financial management experience,
including financial reporting and analysis for
performance management in the mining and
professional services industries.

Richard served as non-executive director from
November 2018 until his appointment as Acting GCEO
on 1 June 2021. He is CEO of Clive Douglas Investments
Proprietary Limited and an independent non-executive
director of Alaris Holdings Limited, where he serves as
Chairperson of the audit and risk and social and ethics
committees. He has served as Chief Operating Officer
(COO), CEO investment principal and director of
Douglas Investments since 2007, having joined the
company from Virgin Money South Africa, where he was
financial director and a board member. His career
includes head of finance and operations and executive
committee member at Standard Private Bank, head of
international business at Melville Douglas Investment
Management, and manager and executive committee
member at Rawlinson & Hunter, British Virgin Islands.
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ENSURING EFFECTIVE LEADERSHIP
The Board operates in line with the principles of a clear balance of power and authority. The Board, its role,
responsibilities, composition and meeting activities are governed by the Etion Board Charter.
The Board is a unitary board with the necessary skills and experience relevant to the operating entities. The
responsibilities of the Chairperson and Acting GCEO are clearly defined and separate, as outlined in the Board Charter.

Ensuring independent oversight of disposal programme
To protect the interests of all shareholders during the disposal process and ensure that the corporate transaction process was conducted in compliance
with the Companies Act and its Regulations, read together with applicable regulations, the Board established the Independent Board. 53 .

Independence of directors

Non-executive director tenure

The Board appointed a new independent non-executive
director to strengthen its independence during 2021.
20%

20%
3

2

2

60%

INDEPENDENT NON-EXECUTIVE NON-EXECUTIVE EXECUTIVE

0 – 3 YEARS

3 – 9 YEARS

>9 YEARS

Board diversity
The Board ensures that its composition reflects a mix of racial, gender, age and skills diversity.

2

2
3

1
4

2

FEMALE MALE

TARGET: 50% FEMALE

BLACK FEMALE

BLACK MALE

WHITE FEMALE WHITE MALE

Skills and experience

Age

The Board should collectively contain the corporate
leadership skills, knowledge, experience and expertise
required to advance the Group’s strategic direction.

Executive directors are required to retire at age 63 and
non-executive directors at age 70. The Board has the
discretion to allow a director to continue in office beyond
the stipulated age.

In the Board’s assessment, all directors have the relevant
knowledge, skills and experience to make a meaningful
contribution to, and ensure effective leadership of, the Group.
6
5

5

5

66

4

54

3

3

BOARD AND GOVERNANCE FINANCIAL AND ACCOUNTING
AUDITING AND ASSURANCE ENTREPRENURIAL/BUSINESS
RISK MANAGEMENT IT TELECOMMUNICATIONS

45
36

AVERAGE AGE OF ALL DIRECTORS
AVERAGE AGE OF EXECUTIVE DIRECTORS

YOUNGEST DIRECTOR
OLDEST DIRECTOR
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Our Board of Directors continued

BOARD ACTIVITIES AND FOCUS AREAS
The Board confirmed that for the year ended 31 March 2022, the Group
complied with the provisions of the Companies Act and operated in conformity
with its Memorandum of Incorporation. The Board further confirmed the
application of King IVTM1.
Protecting value in FY2022
In addition to reviewing, updating and approving its annual work plan to ensure it fulfils the Board Charter and
relevant legislation, the Board:
― Approved the appointment of Zuziwe Ntsalaze as an independent non-executive director to strengthen the
Board’s independence, skills and gender diversity. The appointment will be tabled for shareholder approval at
the 2022 AGM.
― Approved Board committee and management changes, including the appointment of an Acting GCEO.
― Investigated and monitored the implementation of strategic actions to unlock value for the Group’s
shareholders:
₀

Approved the disposal of 100% of LAWTrust to Altron and the distribution of the disposal proceeds to
shareholders.

₀

Considered and approved the disposal of 100% of Create to Reunert.

₀

Considered and approved the sale of 100% of Connect to a consortium led by Connect’s management team
to be funded by a mezzanine bank loan and an equity partner.

₀

Considered proposals for the sale of Create’s head office (76 Regency) and the resolution of lease obligations
related to Etion’s head office (85 Regency).

― Reconstituted the Independent Board to assess the fairness and reasonableness of the Create disposal for all
shareholders, in compliance with the requirements of the Companies Act, the JSE Listings Requirements and
the Takeover Regulatory Panel.
― Reappointed a suitably qualified external independent member of the Independent Board.
― Interrogated and approved the consolidated Group budget for FY2023, and the operating entity and corporate
head office budgets for FY2023.
― Monitored solvency and liquidity ratios, including a going concern assessment for the Group.
― Assessed the Group’s risk register to ensure that risk management was aligned with the Group’s strategy.
― Focused on information technology (IT) governance and controls as reported through the Chairperson of the
Audit and Risk Committee.

Realising value in FY2023
― Continue to provide oversight and leadership in the implementation of the final stage of the strategy to realise
shareholder value.

1

The King IV Report on Corporate GovernanceTM. The copyright and trademarks are owned by the Institute of Directors in South Africa NPC
and all of its rights are reserved.
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BOARD TENURE

ETHICAL CONDUCT

All non-executive directors receive a letter
of appointment for an indefinite period. The rotation
of non-executive directors is governed by the
Memorandum of Incorporation (MOI), which requires
one third of non-executive directors to retire from
office at each Annual General Meeting (AGM). The
retiring directors at each AGM are those who have
been longest in office since their last election or
appointment. Teddy Daka and Coen Bester retired
by rotation at the previous AGM and were re-elected
when they offered themselves for re-election.
Martie Janse van Rensburg and Elvin de Kock will
retire by rotation and offer themselves for re-election
at the AGM on 14 December 2022.

Whistleblower procedure

INDEPENDENCE

DIRECTOR DECLARATION
OF INTEREST

The Nomination Committee oversees the process for
assessing directors’ independence and provides a
recommendation to the Board for approval.
Independence is determined against the criteria and
recommendations set out in King IV and the
Companies Act.
Following the decision to proceed with a strategy to
dispose of Etion’s operating entities, the Board applied
its mind to the independence of the bidding process, as
certain directors held financial interests in Etion and
were not considered independent as defined by the
Companies Act and confirmed by the Takeover
Regulation Panel with regard to the disposal process.
To ensure that no director had an undue influence on
the disposal process, and in compliance with the
Companies Act, the Board:
― Recused directors with an interest in the disposal
process from the management of the bidding
process or from accessing related information before
the process was concluded.
― Constituted the Independent Board to oversee the
disposal process.
― Appointed a new independent non-executive
director during FY2022.

Etion enhanced the existing Board-approved internal
structure for reporting unethical, unlawful and
dishonest activities anonymously. This enables
employees to report unethical behaviour to the
Chairpersons of the Social and Ethics Committee and
the Audit and Risk Committee. The Social and Ethics
Committee reviewed and approved the Whistleblowing
and Escalation Policy for employees who wish to
anonymously report unethical behaviour, and
authorised management to publish the policy on the
Etion website for the benefit of external parties. No
ethics-related incidents were reported during the
period under review.

The Group complies with the provisions of the
Companies Act regarding directors’ interests, of which
the Company Secretary maintains a register. The Board
is aware of its directors’ other commitments and is
satisfied that all directors allocate sufficient time to
discharging their responsibilities effectively.

INDEPENDENT ADVICE
Board members are entitled to seek independent
advice, if required, and at the Company’s cost, during
the execution of their fiduciary duties and
responsibilities. Members have direct access to the
Group’s external auditors, the Company Secretary, and
all members of executive management.

NOMINATIONS TO THE BOARD
Directors are appointed through a formal process
governed by the Selection and Nomination Policy.
The nomination process and shortlisting of candidates
for interviews is delegated to the Nomination
Committee. Where necessary, a human resources
placement agency supports the committee in
identifying a broad pool of potential candidates.
In addition to candidates’ skills, experience, availability
and likely fit, the Nomination Committee considers
demonstrated integrity and proven leadership, as well
as other directorships and commitments, to ensure
that candidates have sufficient time to discharge their
role properly.
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Our Board of Directors continued

MEETING ATTENDANCE
Active participation in, and attendance at, Board meetings is vital for an effective governance structure. This is
reflected in the high attendance by directors for Board and committee meetings.
Directors

Board

IB**

ARC HCRC

IDC

NC

SEC

6/7
7/7

N/A
2/5

5/6
6/6

2/3
2/3

3/4
4/4

1/2
N/A

3/3
N/A

1/7
7/7
6 /7

N/A
N/A
2/5

1/6
NA
5/6

1/3
2/3
1/3

1/4
N/A
3/4

N/A
2/2*
2/2

N/A
NA
3/3*

7/7
7/7
4/7
N/A
N/A

5/5*
N/A
N/A
5/5
5/5

6/6*
6/6
2/6
N/A
N/A

3/3
3/3*
N/A
N/A
N/A

4/4
4/4*
3/4
N/A
N/A

2/2
2/2
N/A
N/A
N/A

3/3
N/A
NA
N/A
N/A

Executive directors
R Willis¹
N Naidoo – GCFO²

Non-executive directors
R Willis (before appointment to executive role)¹
T Daka – Chairperson
E de Kock³

Independent non-executive directors
M Janse van Rensburg
C Bester – Lead independent director
Z Ntsalaze⁴
S Garrine – External independent IB member⁵
S Naude – External independent IB member
*
**

¹
²
³

⁴
⁵

Committee Chairperson
T Daka, C Bester and R Willis attended some meetings as invitees to provide certain factual information as envisaged in the
Companies Act. E de Kock and Nerishini Naidoo attended some meetings as invitees in their capacity as GCEO and GCFO,
respectively, but were recused from attending meetings from 21 May 2021.
Appointed Acting GCEO from 1 June 2021 and relinquished committee memberships, subsequently attending IDC and HCRC
meetings as a permanent invitee.
Attends IDC meetings as permanent invitee and HCRC meetings as invitee.
Resigned as GCEO from 31 May 2021. Appointed a non-executive director from 1 June 2021. Appointed Chairperson of SEC from
19 March 2021. Appointed a member of IDC from 29 December 2021. Attended one ARC meeting as permanent invitee in his
capacity as former GCEO. Invitee of HCRC in his capacity as former GCEO.
Appointed an independent non-executive director and member of ARC from 1 September 2021.
Completed task as a member of the IB with effect from 14 July 2021.

RISK MANAGEMENT
The Board recognises the integral role of risk management
in sound corporate governance. The Group applies an
integrated approach to risk management, aligned to best
practice frameworks. This approach is defined in the Etion
Enterprise Risk Management Policy, which articulates and
gives effect to the Group’s approach and direction on
enterprise risk management (ERM). Risk management is
applied by the Board, management, and employees in
setting and achieving the Group’s strategic objectives in
accordance with the Etion ERM Framework.
The material risks ( 14 ) are agreed by the Board as those
issues that can materially impact the creation of
stakeholder value in the short, medium and long term.
The responsibility for designing, implementing and
monitoring the risk management plan is delegated to
management. The Audit and Risk Committee supports the
Board in risk management oversight. The ARC reviewed
and approved the Group’s consolidated risk profile during
FY2022, noting that the risks contained in the Group’s risk
register had been sufficiently classified, rated and reviewed.

ETION Integrated Report 2022

BOARD AND COMMITTEE
EVALUATION
The Board addressed matters raised during the
performance evaluation conducted during the previous
financial year by appointing a new independent
non-executive director and reconstituting committees
to align their composition with the Board’s governance
framework. However, given the current disposal
programme, which will result in the winding down of
the corporate head office and delisting of Etion, the
Board agreed not to conduct Board and committee
performance evaluations during the year under review..

DELEGATION
The Board delegates certain functions to Board and
management committees to assist the Board in
properly discharging its duties and monitoring the
performance and affairs of the Group. These functions
include, among others, risk, technology and information,
compliance, remuneration and assurance governance.
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Independent Board
As at 31 March 2022
ARC

ARC

HCRC

IDC

NC
IDC
SEC

MARTIE JANSE VAN RENSBURG (65)

ZUZIWE NTSALAZE (38)

Independent non-executive director, Chairperson of
Independent Board

Independent non-executive director, member of
Independent Board

BCom, BCompt (Hons), CA(SA)

CA(SA), BCom (Hons), MBA, Postgraduate Diploma in Risk
Management

Appointed Chairperson of IB: 20 October 2020
47

Appointed to IB: 1 September 2021
48

The Independent Board (IB):
― Acts independently of the Board, not as a mandated
committee
― Keeps the Board abreast of developments in the
disposal process, but is not subject to the Board’s
authority in fulfilling its role and responsibilities

STEVE NAUDE (70)
External independent member of Independent Board
BCom, CA(SA), MBA
Appointed to IB: 20 October 2020
Steve is currently a non-executive director and Chairperson
of audit and risk and remuneration committees of JSElisted companies. With more than 40 years of experience
as an entrepreneurial senior executive, Steve focuses on
corporate finance and investment banking across a variety
of industries and transaction sizes.

― Ensures that the disposal process treats all
shareholders fairly, considers the interests of other
stakeholders and is conducted in compliance with the
Companies Act (Part A of chapter 5) and JSE Listings
Requirements for significant corporate actions
― Is also responsible for the planned delisting of Etion
from the JSE once the disposal process has been
completed and subject to the requirements of the
Takeover Regulation Panel
― Is assisted by an independent transaction advisor, PSG
Capital, which interacts with potential offerors,
communicates regularly with offerors, receives offers and
presents them to the IB, and liaises with preferred bidders.
The IB was established on 22 October 2020 as the
exclusive overseer and decision-maker for the Group’s
category 1 disposal of LAWTrust. The IB was
reconstituted on 20 May 2022 when the SENS
announcement on the Group’s category 1 disposal of
Create was published, to oversee the fairness and
reasonableness of the Create disposal.
Martie Janse van Rensburg and Steve Naude were
retained as Chairperson and external independent
member, respectively, and Zuziwe Ntsalaze was
appointed as a member to replace Sengo Garrine, who
was appointed specifically for the LAWTrust disposal.
At its inaugural meeting on 10 June 2022, the IB appointed
an independent expert to advise it on the disposal of Create
and compile a fair and reasonable opinion on the transaction
in compliance with the Companies Regulations, 2011.
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Independent Board continued

KEY ACTIVITIES AND FOCUS AREAS
Independent oversight of disposal process in FY2022
― Reviewed and amended the terms of reference.
― Reviewed its role and responsibilities and confirmed that as at 14 July 2021 it had exercised its duties regarding
the LAWTrust disposal in the manner prescribed by the Companies Act.
― Considered and interrogated an independent valuation by an external expert as part of the process to establish
the fairness and reasonableness to shareholders of the LAWTrust disposal.
― Compiled a circular to shareholders regarding the approval of the LAWTrust disposal. The IB noted that its
members did not unanimously accept the external expert’s independent valuation, which was lower than the
LAWTrust purchase consideration. The dissenting IB members were of the opinion that while the terms and
conditions of the transaction were not fair, they were reasonable, and the IB therefore recommended that it was
in the interests of shareholders to approve the disposal.

Realising value in FY2023
In FY2023, the IB will:
― Engage the services of an independent external expert to provide an opinion on the fairness and reasonableness
of the Create disposal.
― Prepare a circular to shareholders outlining information pertinent to the Create disposal to enable them to vote
on the transaction at the general shareholders’ meeting in September 2022.
― Continue to oversee and make decisions relating to the Group’s disposal and delisting processes.
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Our Board committees
The role of the Board committees and their members is to assist the Board
by allowing for dedicated and focused deliberations on strategy, the business
model and material matters. The committee memberships comprise the
relevant skills, expertise and diversity to fulfil this role.
Each committee acts within Board-approved terms of reference (TORs) that are reviewed annually and updated where
necessary. The Chairperson of each committee reports back to the Board on the deliberations of committee meetings.
Each Chairperson is required to attend AGMs to answer shareholders’ questions. The TORs allow invitees, among them
the Acting GCEO, GCFO and other executive members, to attend meetings as each committee deems fit.

All committees reviewed their responsibilities as set out in their TORs and
mandates and are satisfied they have fulfilled them during the year.
AUDIT AND RISK COMMITTEE (ARC)
Mandate

Key activities
for FY2022

In addition to Companies Act statutory duties, the
ARC provides oversight of the effectiveness of
internal financial controls and systems of internal
controls. This assists the Board in monitoring the
integrity of the Group’s AFS and related external
reports. The committee oversees the Group’s
external assurance functions and services that
contribute to ensuring the integrity of the Group’s
financial and integrated reporting.

Members as at 31 March 2022

The ARC oversees the Group’s effective risk
management, reviews the expertise, resources and
experience of the Finance function, and evaluates
the suitability of the expertise and experience of
the GCFO. The Acting GCEO, GCFO, designated
advisor and external auditor attend committee
meetings by invitation only.

Nerishini Naidoo (Permanent invitee)

Martie Janse van Rensburg (Chairperson)
Coen Bester
Zuziwe Ntsalaze*
Elvin de Kock (Permanent invitee)
Richard Willis (Permanent invitee)

Herman Eksteen (designated external
audit partner – permanent invitee)
*

Appointed from 1 September 2021

― Reviewed and approved the terms of reference without making any amendments, and
approved the annual work plan.
― Satisfied itself that the Group has appropriate financial reporting procedures in place that are
operating efficiently, as envisaged in 3.84(g)(ii) of the JSE Listings Requirements.
― Reviewed the common core financial controls self-assessment and attestation completed by
operating entities.
― Assessed and was satisfied with the adequacy of internal financial controls.
― Assessed and was satisfied with the appropriateness of the Group’s Finance function and the
experience of senior members of management, including the GCFO.
― Interrogated the implementation of the strategy to dispose of the Group’s businesses and
realise value for shareholders.
― Reviewed the appropriateness of the accounting treatment and the taxation impacts of the
disposal strategy.
― Based on LAWTrust’s financial statements for the six months ended 30 September 2021 and
other related audit documentation prepared in accordance with the closing accounts
process, the committee reviewed and agreed with the results of the closing accounts and the
reimbursement amount due to Etion.
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― Assessed the following matters related to the external auditor:
₀

Independence, as set out in section 94(8) of the Companies Act. The independence of the
external auditor is regularly reviewed as prescribed by the Independent Regulatory Board
for Auditors (IRBA). The requisite assurance was provided by the external auditor to
support and demonstrate its claim of independence;

₀

Suitability for reappointment for the year under review by considering, inter alia, the
information included in paragraph 22.15(h) of the JSE Listings Requirements; and

₀

Reviewed and approved the FY2022 external audit plan, including proposed scope, fee,
and nature and scope of non-audit services. Approved the reappointment of
Herman Eksteen as designated audit partner.

― Oversaw the remediation of external audit findings from FY2021 – no material matters were
identified.
― Interrogated the going concern assessment and found it to be satisfactory.
― Assessed and deemed appropriate the combined assurance model applied by management
within the context of the nature, scale and complexity of Etion and its consolidated
subsidiaries.
― Interrogated and recommended for Board approval the consolidated Group budget for
FY2023, and the business entity and corporate head office budgets for FY2023.
― Reviewed and approved the Group’s consolidated risk profile, having noted that risks
contained in the Group’s risk register had been sufficiently classified, rated and reviewed.
Risk report, 12
Ongoing focus
areas

― Continuously monitor the Group’s liquidity and solvency adequacy
― Conduct an annual review of the appropriateness and effectiveness of the Group’s ERMF
― Ensure risk management processes remain responsive to the Group’s strategic direction
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HUMAN CAPITAL AND REMUNERATION COMMITTEE (HCRC)
Mandate

The HCRC assists the Board to discharge its
Members as at 31 March 2022
responsibilities for the sourcing, protection,
Coen Bester (Chairperson)
development and retention of human capital for the
Group. It recommends compensation and benefits
Martie Janse van Rensburg
for the Group’s executive officers and directors.
Teddy Daka

Key activities
for FY2022

― Reviewed and approved the terms of reference and annual work plan.
― Reviewed the following policies:
₀

Short-term incentive scheme for Acting GCEO, GCFO and MDs of Create and Connect

₀

Broad Diversity Policy Statement

₀

Remuneration Policy

― Reviewed remuneration market trends and benchmarks for non-executive director
remuneration and recommended NED fee increases of 4.8% to the Board for approval.
― Considered and recommended to the Board for approval an ex-gratia payment to the Chairperson
for services rendered during the period he served as GCEO. Remuneration report, 62 .
― Reviewed the service agreements of the Acting GCEO.
― Reviewed the short-term incentives for the Acting GCEO, GCFO and MDs of Create and
Connect and recommended them to the Board for approval.
― Engaged with the Acting GCEO on the retention of critical senior management during the
strategic transition. Recommended to the Board for approval of an outcome-based
performance incentive for the GCEO, GCFO and MDs of Create and Connect linked to the
achievement of predetermined goals to unlock shareholder value. Remuneration report, 62 .
― Considered an internal remuneration calibration exercise compiled by the management of
Create and Connect as the basis for FY2023 salary increases.
― Considered the results of employee satisfaction surveys conducted by Create and Connect.
― Reviewed the Group’s Broad Diversity Policy and noted that the Group made progress
towards achieving the targeted 50% female board representation with the appointment of
Zuziwe Ntsalaze as an independent non-executive director.
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NOMINATION COMMITTEE (NC)
Mandate

The NC assists the Board with the nomination,
election and appointment of directors and ensures
a transparent and accountable process to
determine an optimally diverse Board and
committees.
The committee is responsible for developing a
formal induction programme for new directors and
for the implementation of continuing professional
development programmes.

Key activities
for FY2022

Members as at 31 March 2022
Teddy Daka (Chairperson)
Martie Janse van Rensburg
Coen Bester
Elvin de Kock

― Reviewed and approved the terms of reference without making any amendments.
― Recruited and approved the nomination of Zuziwe Ntsalaze as an independent non-executive
director with effect from 1 September 2021, thereby enhancing the Board’s balance of
independence, audit and risk skills, and race and gender diversity.
― Considered the optimal structure and composition of the Board committees and addressed
the following matters:
₀

Approved the nomination of Zuziwe Ntsalaze as a member of the ARC to ensure
compliance with section 94(4) of the Companies Act and the JSE Listings Requirements.

₀

Agreed that Elvin de Kock would attend ARC meetings as a permanent invitee to provide
support until the end of FY2022, and that he would be remunerated in accordance with
the ad-hoc rates approved by shareholders at the 2021 AGM.

₀

Agreed that Richard Willis would step down as a member of the IDC following his
appointment as Acting GCEO with effect from 1 June 2021.

₀

Approved the nomination of Elvin de Kock and Zuziwe Ntsalaze as members of the IDC in
compliance with the committee’s TORs requiring that it comprise no less than three
non-executive directors.

― Recommended that Martie Janse van Rensburg and Elvin de Kock retire by rotation at the
2022 AGM in line with the Group’s Memorandum of Incorporation.
― Encouraged and monitored directors’ participation in site visits as part of the continual focus
to enhance Board participation and advance skills and experience.
― Engaged with the Acting GCEO on the development of succession planning for all senior
management and mission-critical positions, including the roles of GCEO and the operating
entity MDs, to ensure their retention during the strategic transition.
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SOCIAL AND ETHICS COMMITTEE (SEC)
Mandate

The SEC ensures the Group’s activities support its intent to
be a responsible corporate citizen.

Members as at 31 March 2022
Elvin de Kock (Chairperson)

The Board, assisted by the committee, sets the tone for an Martie Janse van Rensburg
ethical organisational culture by ensuring that the Group’s
approach and conduct create value in society. To achieve
Richard Willis
this, the committee addresses statutory requirements and
assesses industry trends to identify focus areas that further
embed good governance.
The SEC has fulfilled its mandate as prescribed by the
Regulations to the Companies Act, with no instances of
material non-compliance to disclose.
Key activities
for FY2022

― Reviewed and recommended amendments to its terms of reference for Board approval, and
reviewed and approved its work plan.
― Nominated two human resources officials to be appointed as business entity representatives
on the SEC to ensure alignment of the SEC’s work plan with operational activities and assist
the SEC to discharge its duties in compliance with the Companies Act.
― Noted the BBBEE scorecard assessments that resulted in level 1 BBBEE status for the Etion
Group and Connect and level 3 BBBEE status for Create.
― Reviewed the social and ethics scorecards of Create and Connect and noted the year-on-year
variations in employee headcount, gender and age diversity, and employment equity
performance for both business entities. Requested the inclusion of employee exit trends in
the scorecards.
― Requested that the business entities formulate a consolidated view on the Group’s approach
to COVID-19 vaccinations. This resulted in a decision not to make vaccination compulsory, but
to encourage all employees to vaccinate.
― Reviewed and approved the Whistleblowing and Escalation Policy for employees who wish to
anonymously report unlawful, unethical or dishonest behaviour, and authorised management
to publish the policy on the Etion website for the benefit of external parties.
― Requested that business entity MDs update their Ethics Policy, Conflict of Interest Policy,
Declaration of Interest Policy and Security Policy.
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INVESTMENT AND DISPOSAL COMMITTEE (IDC)
Mandate

The IDC assists the Board in discharging its
responsibilities relating to investment in its portfolio
of business entities, and disposal of investments.

Members as at 31 March 2022
Coen Bester (Chairperson)
Martie Janse van Rensburg
Elvin de Kock
Zuziwe Ntsalaze

Key activities
for FY2022

― Reviewed and approved the terms of reference without making any amendments, and
approved the annual work plan.
― Oversaw progress in the implementation of the Group’s strategy to dispose of Create and
Connect.
― Disposal of Create:
₀

Reviewed a binding offer by Reunert to acquire 100% of Create.

₀

Authorised management to proceed with the contract negotiation and conclusion of the
transaction.

― Disposal of Connect:

Ongoing focus
areas

₀

Monitored management’s progress in identifying interested parties to acquire Connect,
and considered proposals, including a funded management buy-out by a new entity held
by Connect’s executive management team and a minority equity partner.

₀

Considered an independent valuation of Connect conducted by an external expert.

₀

Approved the salient terms of the proposed transaction, the equity term sheet from the
preferred private equity partner and non-binding indicative term sheet from Standard
Bank to fund the transaction.

The committee will continue to oversee progress in the disposals of Create and Connect.
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Other governance matters
DEALINGS IN SECURITIES
The Dealing in Securities Policy prohibits directors and
senior employees from trading in securities during
closed periods, or self-imposed embargo periods.
Embargo and closed periods are in effect from 1 October
until the publication of the interim results, and 1 April
until the publication of year-end results. Closed periods
include any period where the Group is trading under a
cautionary announcement.
Compliance with policies is monitored on an ongoing
basis and any breaches are dealt with according to the
provisions of the policy and the JSE Limited Listings
Requirements. All directors are required to obtain
clearance from the Board Chairperson to trade in
securities.
During the reporting period, the Group complied with
the Listings Requirements and disclosure requirements
of the JSE.

COMPANY SECRETARY
Wyna Modisapodi has been Company Secretary since
1 November 2019. The primary role of the Company
Secretary is to ensure the Board is cognisant of its
fiduciary duties and responsibilities. The Company
Secretary plays a key role in keeping the Board aware
of relevant changes in legislation and governance best
practice. Other key performance areas of the Company
Secretary include overseeing the induction of new
directors and the ongoing education of directors and
acting as secretary to the Board committees. The Board
has unfettered access to the services of the Company
Secretary.

The Board evaluates the competency and effectiveness
of the Company Secretary, as required in terms of the JSE
Limited Listings Requirements. The evaluation process
includes an assessment of the Company Secretary’s
eligibility, skills, knowledge and execution of duties.
The Board confirms that the Company Secretary:
― Maintained an arm’s length relationship with the
Board and the directors, noting that the Company
Secretary is not a director of the Company and is not
related to any of the directors
― Is independent from management and does not
have executive duties and responsibilities, aside from
the core responsibilities of a Company Secretary
― Is not a shareholder of Etion and is not party to any
major contractual relationship with Etion
The certificate that the Company is required to issue in
terms of section 88(2)(e) of the Companies Act is on
page 07 of the AFS.

ANNUAL COMPLIANCE CERTIFICATE
The annual compliance certificate confirming the
Company’s compliance with the JSE Limited Listings
Requirements was completed and submitted to the JSE.

DESIGNATED ADVISOR
Etion understands the role and responsibilities of the
designated advisor as stipulated in the JSE Limited
Listings Requirements and has cultivated a good working
relationship with its designated advisor, PSG Capital
Limited (previously Exchange Sponsors (2008) (Pty) Ltd
until 31 August 2021). The Company is satisfied that the
designated advisor has executed its mandate with due
care and diligence during the year under review.
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Our Remuneration Report
Etion instils a performance-driven culture across its business entities to
achieve the Group’s vision. Based on the philosophy that its employees
enable sustainable growth, Etion maintains fair, responsible and balanced
remuneration practices, offering its employees competitive and flexible
remuneration that is aligned to shareholder objectives.
Governance oversight of remuneration matters is provided
by the HCRC 57 The full remuneration policy can be
found on
www.etion.co.za/investor-relations-new.

BACKGROUND STATEMENT
Etion’s remuneration philosophy is expressed in this
report. The fundamental remuneration principles are
being adapted in line with Etion’s strategy to unlock
shareholder value.

Employee remuneration
Executive directors and prescribed officers receive
remuneration appropriate to their scope of
responsibility and contribution to operational and
financial performance. Industry norms and external
market and country benchmarks are considered when
determining their remuneration.
The remuneration of executive directors and prescribed
officers consists of fixed and variable components
designed to ensure that a substantial portion of the
remuneration package is linked to the achievement of
the Group’s strategic objectives, thereby aligning
incentivisation to the creation of sustainable
shareholder value.
The Board approves the Group CEO’s incentive,
including any deviation. The HCRC’s approval is required
for the award of all incentives for the Group CFO and
other executives.
The salary increase cycle for the Etion Group is consistent
with the financial year from 1 April to 31 March.
Given the strategic actions and changes currently under
way, the management of Create and Connect compiled
an internal remuneration calibration exercise to
benchmark positions and salary adjustments and
increases within the business entities. The process
considered, among others, disparity between the
highest and lowest-paid individuals, race, gender,
technical expertise and industry specifics. The HCRC
considered the results of this exercise and approved the
proposed salary adjustments for FY2023.

Non-executive directors’ remuneration
Etion compensates and remunerates non-executive
directors in a manner that enables it to attract and
retain high-calibre, professional directors. Non-executive
directors’ remuneration is based on their scope of
responsibility and contribution to the Group’s
operational and financial performance and considers
industry norms and external markets and benchmarks.
The HCRC reviews the non-executive directors’ fees and
makes recommendations to the Board for consideration
and approval. Fees are annually considered and
approved by shareholders at the AGM.
The HCRC relied on a salary benchmark and survey
from the PwC report Non-executive directors – Practices
and fees trend report, 15th edition, dated February 2022,
to determine whether the non-executive directors’ fees
presented to shareholders for approval were in line with
market trends to retain the necessary skills and
expertise required. PwC is an independent third party.
Although research indicated that non-executive
directors are compensated below median, the HCRC
recommended an inflation-related increase of 4.8%,
considering the strategic disposal programme currently
under way.

OUR REMUNERATION POLICY
At the FY2021 AGM the voting results in favour of
remuneration-related resolutions were:
― Remuneration Policy 100%
― Implementation Report 100%
― Non-executive directors’ remuneration 100%
If the Etion Remuneration Policy and Implementation
Report do receive the required non-binding advisory
shareholders’ vote of 75% or above, the following actions
will take place:
― The Remuneration Committee (REMCO) will have
oversight over corrective actions
― Shareholders will be engaged to identify the key
concerns with current practices
― An executive management working committee will
collaborate with shareholders to update the
Remuneration Policy and/or Implementation Report
― After the necessary liaison with the HCRC, REMCO
will submit the updated policy and/or
Implementation Report to the Board for approval
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Components of remuneration
Employees
The Group strives to reward corporate and individual performance, including executive directors and prescribed
officers, through an appropriate balance of fixed pay and short-term variable pay components.
EDPO – Executive directors and prescribed officers

EMP – Other employees

Component

Basis

EDPO

Fixed pay

The Group pays a fixed (or base) salary informed by reputable
benchmarks. It is acknowledged that fixed salaries reflect individuals’
competencies and responsibilities, and they are therefore reviewed
annually with individual performance-differentiated salary
adjustments. Increases are market-related, based on inflation
adjustments, employee performance and budgetary guidelines.
Outliers below or above market are treated on a case-by-case basis.

Other benefits

Some of these benefits may vary between the different business
entities within the Group. Benefits include:

EMP

― Annual leave
― Retirement fund and risk benefits
― Medical aid
― Educational assistance
― Flexible working hours
― Various allowances, where applicable

Short-term
variable pay (STI)

The purpose of the short-term variable pay, or performance bonus,
is to ensure alignment of individual objectives with those of Etion
and the business entities or with functional performance in terms
of, including but not limited to, financial targets, employment
equity and safety performance. The short-term variable pay is
expressly aimed at rewarding performance against targets set at
Group, business entity and individual levels, including targets for
strategic projects and compliance issues, where relevant.
Variable compensation comprises an annual performance incentive
linked to performance of the Group and the individual for the
financial year. Etion managers are measured on business-specific
value drivers aligned to strategic and/or operational priorities.
All bonuses for executive directors and prescribed officers are
capped at the following percentages of the guaranteed package:

Role

Maximum
percentage

Group Chief Financial Officer

30%

Other executive managers (prescribed officers)

50%

The Acting GCEO is employed on a fixed-term contract and is not
eligible for an annual bonus. However, the Acting GCEO was
eligible for an outcomes-based performance incentive linked to
the achievement of predetermined strategic goals to unlock
shareholder value. The GCFO and MDs of Connect and Create are
also eligible for this incentive, in addition to their short-term
performance bonus. 08
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Component

Basis

EDPO

Long-term
incentives (LTIs)

The share-based LTI approved at the 2018 AGM as a means of
attracting and retaining certain key employees was paused during
FY2021 and remains on hold pending the outcome of the strategic
disposal programme currently under way.

Termination
benefits

With the exception of the Acting GCEO, executive directors and
prescribed officers are not employed on fixed-term contracts but
have standard employment contracts with notice periods of up to
three months. No termination benefits are payable.

EMP

Non-executive directors
Non-executive directors receive monthly remuneration rather than a fee per meeting. This recognises the
responsibility of directors for the efficient control of the Company and creates the expectation that non-executive
directors will attend every Board or committee meeting.
A premium is payable to the Chairperson of the Board and the Chairperson of each committee. Non-executive
directors are not entitled to receive STIs or LTIs. Board members are compensated for expenses incurred in pursuance
of Etion’s business.
Fees for FY2022 and FY2023 as proposed are:
Proposed fees from date
of AGM 2022

Current
fees
Type of fee

Monthly

Annual

Monthly

Annual

% increase

4.8

Etion Board
Chairperson

36 291

435 371

38 033

456 269

Non-executive directors

15 837

190 045

16 597

199 167

Chairperson

4 584

55 016

4 804

57 657

Members

3 335

40 013

3 495

41 934

Chairperson

2 501

30 006

2 621

31 446

Members

1 667

19 999

1 747

20 959

Chairperson

2 501

30 006

2 621

31 446

Members

1 667

19 999

1 747

20 959

Chairperson

4 584

55 016

4 804

57 657

Members

3 335

40 013

3 495

41 934

Chairperson

1 667

19 999

1 747

20 959

Members

1 667

19 999

1 747

20 959

Audit and Risk Committee
4.8

Human Capital and
Remuneration Committee
4.8

Social and Ethics Committee
4.8

Investment and Disposal
Committee
4.8

Nomination Committee
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OUR REMUNERATION IMPLEMENTATION REPORT
There were no deviations in implementation of the Remuneration Policy
Guaranteed pay adjustments
Taking into consideration the prevailing market conditions, affordability and shareholders’ expectations, an average
increase of 4.8% to employees’ guaranteed remuneration packages was made during the financial year. Executive
management across the Group received an average 4.8% increase.

Single total figure remuneration received and receivable at fair value (R’000) FY2022

STI

Other
(leave pay/
commission)

Total

Fees

Basic salary

Medical aid

Retirement
contribution

R Willis1

–

1 012

–

–

–

–

1 012

N Naidoo

–

1 659

45

172

455

–

2 331

E de Kock2

–

252

–

48

1 364

224

1 889

PC Pelser3

–

1 868

221

234

–

–

2 323

S Mafu4

–

1 398

–

166

527

412

2 503

M Maherry5

–

1 120

–

84

196

1 507

2 907

41

N/A

N/A

N/A

N/A

N/A

41

1 2707

N/A

N/A

N/A

N/A

N/A

1 270

236

N/A

N/A

N/A

N/A

N/A

236

M Janse van
Rensburg

338

N/A

N/A

N/A

N/A

N/A

338

C Bester

300

N/A

N/A

N/A

N/A

N/A

300

Z Ntsalaze9

145

N/A

N/A

N/A

N/A

N/A

145

Directors

Executive
directors

Prescribed
officers

Non-executive
directors
R Willis6
T Daka –
Chairperson
E de Kock8

Independent
non-executive
directors

1

Appointed Acting GCEO from 1 June 2021

2

Resigned from GCEO role on 31 May 2021

3

Managing Director: Create

4

Managing Director: Connect

5

Managing Director: LAWTrust until disposal with effect from 1 October 2021

6

Appointed executive director from 1 June 2021

7

Includes ex-gratia bonus payment of R804 345 for Mr Daka’s contributions to the achievement of the improved FY2021 financial
performance and LAWTrust disposal transaction during Mr Daka’s tenure as GCEO

8

Appointed a non-executive director from 1 June 2021

9

Appointed an independent non-executive director from 1 September 2021
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Single total figure remuneration received and receivable at fair value (R’000) FY2021
Retirement
Fees Basic salary Medical aid contribution

Directors

Other
(leave pay/
STI commission)

Total

Executive
directors
T Daka1

–

2 089

134

66

–

–

2 289

E de Kock2

–

1 995

–

341

–

–

2 336

C Maherry3

–

936

–

70

101

396

1 503

N Naidoo4

–

1 352

43

117

–

–

1 512

PC Pelser5

–

1 488

185

191

–

–

1 864

S Mafu6

–

1 592

–

136

–

–

1 728

M Maherry7

–

2 150

–

161

74

2 565

4 950

249

N/A

N/A

N/A

N/A

N/A

249

76

N/A

N/A

N/A

N/A

N/A

76

M Janse van
Rensburg

314

N/A

N/A

N/A

N/A

N/A

314

C Bester

293

N/A

N/A

N/A

N/A

N/A

293

Dr S Khoza9

364

N/A

N/A

N/A

N/A

N/A

364

Prescribed
officers

Non-executive
directors
R Willis8
T Daka – Chairperson

1

Independent
non-executive
directors

1

Appointed non-executive Chairperson with effect from 1 February 2021

2

Appointed as the GCEO from 1 February 2021 and a non-executive director from 1 June 2021

3

Resigned effective 30 August 2020

4

Appointed GCFO from 1 February 2021

5

Managing Director: Create and Digitise

6

Managing Director: Connect

7

Managing Director: LAWTrust

8

Appointed Acting GCEO from 1 June 2021

9

Resigned effective 31 December 2020
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Additional information
ETION LIMITED
(Incorporated in the Republic of South Africa)
Registration number: 1987/115237/06
JSE share code: ETO
ISIN: ZAE000257739
(“ETION” or “the Company”)

REGISTERED OFFICE

TRANSFER SECRETARIES

85 Regency Drive
Route 21 Corporate Park
Irene
0157

Computershare Investor Services Proprietary Limited
Registration number 2004/003647/07
Rosebank Towers
15 Biermann Avenue
Rosebank
2196

POSTAL ADDRESS
PO Box 95361
Waterkloof
Pretoria
0145
Tel: +27 12 749 1800
Email: IR@Etion.co.za
Website:
www.Etion.co.za

COMPANY SECRETARY

PO Box 61051
Marshalltown
2107

DESIGNATED ADVISOR
PSG Capital
11 Alice Lane, Sandhurst, Sandton, 2196
Tel: 011 032 7400
www.psgcapital.com

W Modisapodi
Telephone: +27 12 749 1810
Email: wyna.modisapodi@etion.co.za
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Abbreviations and acronyms
BBBEE

Broad-based black economic empowerment

BLACK

African, Indian and Coloured

COVID-19

Coronavirus disease (COVID-19) is an infectious disease causing respiratory illness (like
the flu) with symptoms such as a cough, fever, and in more severe cases, difficulty
breathing

CGU

Cash generating unit

EBITDA

Earnings before interest, taxation, depreciation and amortisation

EME

Exempted Micro-Enterprise

ERMF

Enterprise Risk Management Framework

IR

Integrated Report

IP

Intellectual property

IFRS

International Financial Reporting Standards

ODM

Original design and manufacture

POPIA

Protection of Personal Information Act

P&OD

People and Organisational Development

QSE

Qualifying Small Enterprise

SPS

Safety and Productivity operating segment within Create

VAR

Value-added reseller
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Legal structure

100%

100%
Etion Limited
1987/001222/06

QuadSoft

100%

100%

2001/004358/07

Etion Connect
2002/024918/07

Parsec Holdings
1997/003870/07

Etion Create

2000/005147/07

100%

Parsec Properties
2001/007599/07
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