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PRIVATE EQUITY

FROM POWERFUL PARTNERSHIPS COME POWERFUL SOLUTIONS
At CDH we believe that consistency, an understanding of our clients and
deep expertise sets us apart. Through working together with LPs, GPs,
portfolio companies and management teams, we have gained invaluable
insight into the private equity sector. We tailor our services through
dedicated, full-service and bespoke teams that are led by experts in their
respective fields. This ensures that fund structures are optimised and that
portfolio acquisitions and exits are concluded efficiently and pragmatically.
Partner with us and experience the trusted reputation that our clients have
come to rely on.
Cliffe Dekker Hofmeyr. The private equity legal partner for your business.

cliffedekkerhofmeyr.com
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Foreword

We are proud to present the second edition of the SAVCA
Case Study Compendium to our stakeholders. This publication celebrates the impact of private equity by featuring the stories intertwined in the partnerships between
private equity fund managers and the businesses in which
they invest.
The sixteen case studies represented in the 2017 issue
all underscore the long-term nature of these collaborative
partnerships, and reflect the common goal evident in each
instance – that of rendering the portfolio company more
resilient, more efficient, with healthier governance structures
and with an expanded footprint.
This theme of fruitful partnerships between investor and
investee is evident across the broad spectrum of companies
to whom we spoke for this research: We interviewed company
CEOs from a wide variety of industries: from transport,
building materials and facilities management solutions, to
real estate, medical supplies, technology and food. These
ranged from start-ups receiving early-stage funding, to more
established businesses taking on growth equity, through to
more corporatised companies that were involved in leveraged
buy-outs with private equity.
Our research shows how private equity has influenced
businesses, the communities connected to these businesses,
and the environment, with the narratives making reference
to measurable improvements in corporate governance, job
creation, employment equity initiatives, skills programmes,
environmental measures and social upliftment.
In one instance, a portfolio company built a cost-efficient
waste-water treatment facility that re-uses grey water for
irrigation purposes, while another has provided training,
material and seeds to local communities, which have been
empowered to produce the fresh fruit and vegetables
needed by the business for catering purposes.
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A number of portfolio companies featured in this year’s
publication report how they have benefited from their private
equity partners’ strategic input. There is also reference to
the manner in which the capital investment has facilitated
operational expansion, whether through increased footprint,
upgrading of facilities, or through the introduction of new
products and services.
Technology is a recurring theme in the compendium:
some companies have introduced systems to manage their
operations more efficiently, while others have introduced new
technology to the market that offers life-saving healthcare
solutions or encourages financial inclusion amongst the
previously unbanked population.
Another common thread is private equity’s role in helping
companies though difficult trading conditions and macroeconomic shocks – and it being a supportive partner in
good and tough times. This reflects the ability of private
equity to maintain a long-term investment view and to
provide multi-disciplined support to investee companies
in uncertain global, regional and local settings.
The impact of private equity and the success of fruitful
partnerships is aptly described by Chris Wells, the CEO of
a portfolio company featured, who said his business “has
been quickly transformed into a customer-focused, efficient
and highly competitive business, whilst retaining the entrepreneurial spirit that was a key part of its DNA. This complete
transformation of the company was initiated and supported
by the private equity investors.”

Dave Stadler,
Chairman: SAVCA
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BEYOND THE OBVIOUS

Realising Africa’s Opportunities
Effective infrastructure is a vital component in building economies and communities across Africa.
We make strategic infrastructure investments designed to generate superior long-term returns for investors
and support the development of our continent.
Our ability to ﬁnd and realise opportunities on the African continent has established AIIM as the largest domestic infrastructure
equity fund manager in South Africa.

www. a iima f ric a. c o m

A Member of

African Infrastructure Investment Managers (Pty) Ltd (AIIM) (Reg No 2000/001435/07) (FSP 4307) is a Licensed Financial Services Provider, approved by the Registrar of Financial Services Providers
(www.fsb.co.za) to provide advisory and/or intermediary services in terms of the Financial Advisory and Intermediary Services Act 37, 2002. Past performance is not necessarily a guide to future
investment performance.

Bakwena Platinum Corridor Concessionaire

Company: Bakwena Platinum Corridor
Concessionaire (Bakwena)
Investor: African Infrastructure
Investment Managers (AIIM)
Year of investment: First investment in 2001
through the South Africa Infrastructure Fund
(SAIF). AIIM made subsequent investments
throughout 2010 through SAIF’s sub-funds,
Kagiso Infrastructure Empowerment Fund (KIEF)
and African Infrastructure Investment Fund 2
(AIIF2) to capitalise on opportunities in the
South African toll road sector.
Investor shareholding: 77.2% (effective holding
across AIIM-managed funds)
Sector: Transport (toll road)
Type of investment: Greenfield (at the time of
SAIF’s initial investment)
Turnover growth: CAGR 11.6% since 2003
(year when all plazas were open)
EBITDA growth: CAGR 16.11% since 2003
(year when all plazas were open)
Employees: 105 at 31 December 2015
(59% female)

INVESTMENT IMPACT HIGHLIGHTS
•
•

•
•

Introduced a combination of electronic toll collection
and manual tolling in South Africa
Improved the important economic trans-national corridor
between South Africa and Botswana, and a large portion
of the corridor between Zimbabwe, South Africa and
Namibia
The roads provide a safe and efficient passage for
thousands of motorists
Large contribution to surrounding communities, having
invested around R18 million in socio-economic
development projects along the route

COMPANY DESCRIPTION
Bakwena is a toll road concessionaire which constructs,
manages, maintains and upgrades the N1 and N4 roads
on behalf of SANRAL. Bakwena entered into a 30-year
concession with SANRAL in 2000, creating the third
privately owned toll road concession in South Africa. It
undertook to upgrade and maintain the existing roads on
a 385km route, and to construct two new sections of the
N4 corridor.
The toll route, comprising a 90km section of the N1 from
Pretoria to Bela Bela, and a 295km section of the N4 from
Pretoria via Rustenberg to the Botswana border, provides a
well-maintained passage for road users between Gauteng
and the north and west of South Africa.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Bakwena represented a unique investment opportunity as
one of only three toll road concessions in South Africa.
AIIM, through SAIF, identified the value in bolstering its toll
road investment portfolio and was the largest institutional
investor in Bakwena at financial close.
Bakwena provided a stable and improving yield,
generating revenues expected to grow in line with inflation
and GDP growth, with operational expenditures expected
to grow in line with inflation. Accordingly, the gap between
toll revenues and operational expenditures was expected
to widen resulting in improved EBITDA margins over time,
SAVCA 2017 CASE STUDY COMPENDIUM
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delivering further refinancing opportunities.
The Bakwena route comprises a combination of both
urban and rural tolling which offers the dual benefit of a
high level of base commuter traffic in urban areas while
also being exposed to rural and corridor growth.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Implementation of successful debt refinancing
In 2009, AIIM was instrumental in the successful refinancing
of the Bakwena debt to the value of R3.7 billion, representing
the largest refinancing of an infrastructure project in South
Africa. Using extensive international toll road experience,
AIIM identified that it was an opportune time to negotiate
more attractive debt terms – Bakwena had completed
construction and reached the traffic flows projected at
the concession’s financial close. Through the refinancing,
Bakwena raised the largest inflation-linked tranche of debt
in South Africa (capital and interest payments are linked to
the South African CPI).
The refinancing resulted in significant commercial
benefits for all stakeholders by aligning debt servicing
with available cash flow over the remainder of the project
life. The result was a more robust capital structure with a
lower risk of financial default.

environmental initiatives, road safety, health and wellbeing,
and community support and development.
Bakwena created over 3 300 jobs through the initial
construction phase of the project. The toll concession
also contributes significantly to job creation through
approximately 1 500 jobs created through the toll operator
and through routine road maintenance contractors.
AIIM has also been influential in the appointment of
independent board representatives across all of the South
African toll roads, enabling a cross pollination of relevant
skills and experience.

“Our private equity partner plays a strategic role through its expertise and experience in the
corporate and organisational structure of the concession. Our partner informs the project in the areas
of traffic engineering and toll road operations, and plays an oversight function in the areas of project
finance, hedging, procurement, risk management, corporate governance and social responsibility.
It has supported the project in leveraging funding through debt markets and strategic profiling of
project cash flows.” – Graeme Blewitt, CEO: Bakwena Platinum Corridor Concessionaire
Strategic input and risk management
AIIM’s strategic input prompted the rollout of electronic toll
collection, ensuring quicker processing of toll transactions
and management of road capacity and capital expenditure.
AIIM also helped Bakwena with its risk management
approach. One example relates to the damage caused to
the road surface by overloaded vehicles, one of the most
significant challenges in keeping roads safe. Bakwena
established traffic control centres, on behalf of SANRAL, to
ensure that vehicles using the roads are roadworthy and
are not overloaded. The first control centre, considered a
model for future centres, controls and reduces overloading
on the N1 and R101 to reduce wear and tear on the road
and to minimise the potential for accidents owing to
overloading. Bakwena’s success meant it was contracted
to carry out the same function on the N4.
Improved governance and environmental and social
responsibility
AIIM’s input into Bakwena’s corporate social investment
principles and programme draws on its experience from
its two other toll road investments and the socio-economic
development experience from the South African renewable
energy programme. Bakwena’s corporate social investment
initiatives continue to focus on bursaries and training,
6
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Consolidation of all Bakwena investments and
implementation of financial re-engineering
AIIM provided a holding company restructuring solution that
generated a robust infrastructure investment opportunity for
its fund investors, by creating the South African Toll Road
Company (SATRC).
AIIM consolidated its direct and indirect holdings in
Bakwena into SATRC, which also offered it the opportunity
to re-gear at SATRC holding-company level. This financial
engineering opportunity resulted in the issuance of a R400m
12-year preference share and an accelerated distribution to
SATRC shareholders.

BetTech Gaming

Company: BetTech Gaming
Investor: 4Di Capital
Year of investment: 2009
Investor shareholding: 20%
Sector: Technology
Type of investment: Start-up
Enterprise value: R87 million
Turnover: R20 million (2016)
Employees: 43 (2016)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

Capital to support BetTech through platform software
development and gambling manufacturer licence
applications
Introduction of corporate governance structures and
establishment of a professional management team
Securing an experienced investor, who is well connected
in the sports betting industry

COMPANY DESCRIPTION
BetTech Gaming, established in 2009, is a Cape Townbased provider of sports betting software. The company
was founded by entrepreneurs Jesse Hemson-Struthers
and Mark Bosman. On returning to South Africa after
living in Europe – where sports betting was already a
large industry – the duo had envisioned starting an online
betting operator. However, after searching for software to
power their business, they discovered a gap in the market
and opted to focus on developing betting platform
software.
BetTech’s platform offers operators a turnkey betting
solution: a ‘business in a box’, which includes back-end
systems, automated third-party payment gateways and
content feeds, and customer interfaces for retail, web
and mobile channels. End users can bet on sports, horse
racing and numbers.
Initially BetTech focused on web wagering. But due to
the small size of this segment in South Africa, it has since
shifted its attention to brick-and-mortar retail betting
shops, which still account for the bulk of the market.
BetTech targets established operators looking to switch
platforms, as well as new entrants.
SAVCA 2017 CASE STUDY COMPENDIUM
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THE COMPANY AS AN
INVESTMENT OPPORTUNITY
4Di Capital, through its 4Di Capital Fund 1, supported the
founders with start-up funding when BetTech was little
more than an idea. By building a modern sports betting
platform, supported by good client service, the company
had the opportunity to capture market share from older
systems. At the time, there was only one significant
competitor in the South African market.
BetTech’s revenue-sharing model makes it a highly
scalable business, able to grow on the back of its clients.
South Africa’s sports betting industry has significant growth
potential, with PwC forecasting annual compound growth
in turnover of 7.9% from 2015 to 2019. The industry also has
strong potential in the rest of Africa, despite the regulatory
environment for the sector still being under-developed in
many markets. BetTech expects increased revenue from
other African countries as its South African clients move
into these territories.

Attracting an experienced investor
BetTech recently attracted a sizeable investment from the
owner of a well-known international betting-data industry
business. The new investor – now also chairman of the board
– has a wealth of industry experience and knowledge, which
has helped BetTech sharpen its focus on opportunities that
will deliver maximum results.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Providing financial stability during the start-up phase
4Di’s financial backing kept BetTech afloat while it developed
the software and went through the lengthy process of
applying for gambling manufacturer licences. It took about
two years from the company’s inception until it was able to
generate its first revenue.
As adopting a new platform is a major, long-term
commitment, it was important for clients to feel assured
that BetTech was financially stable and would remain in
business. Having a strong private equity partner went a
long way to providing this comfort.

Putting corporate governance structures in place
In addition to providing capital, 4Di laid important
foundations for the business. It introduced robust corporate
governance structures and practices, including the formation
of a board and quarterly board meetings. These structures
also assisted in attracting new investment to the company.

“4Di has been a valuable sounding board many times over the years. The team has
always been supportive and has helped me make better decisions. It’s a relationship
I’m truly grateful for.” – Anli Kotzé, CEO: BetTech Gaming
Establishing a dedicated management team
BetTech’s private equity partner guided the company’s
transition from being founder-run to being managed by a
professional team – a process during which many start-ups
stumble. While the founders continue to play a role in a
shareholder capacity, they are no longer involved in the
day-to-day operations of the company.
4Di has assisted management in various areas of
the business, including human resources, pricing and
distribution. It has also helped BetTech’s current CEO,
who was appointed in March 2014, grow into the role. In
addition, 4Di introduced BetTech to its extensive network
of corporate contacts.
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Eagle Towers SA

Company: Eagle Towers SA subsidary of Eagle
Group SA
Investor: Edge Growth, via the Edge Action
Fund, the ASISA Enterprise Development Fund,
and the Vumela 2 Fund
Year of investment: 2015/2016
Investor shareholding: None
Sector: Information Communication Technology
Type of investment: Debt funding
Enterprise value: R12 million
Employees: 9

10
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INVESTMENT IMPACT HIGHLIGHTS
•

•
•

Three different impact investing SME development
funds working in tandem have allowed a 100% BEEowned operator to participate in the emerging telecom
infrastructure market
The financial assistance provided is in the form of debt
asset financing
Careful deal-structuring, using the strength of underlying
contractual cash flows, will allow the company to scale
quickly

COMPANY DESCRIPTION
Eagle Towers is 100% owned by the AJ Telecoms Trust. Sole
trustee, Avril van der Rheede, established the company
to build and operate telecom towers at a time when the
Western Cape government was promoting co-location.
Van der Rheede uses his experience and network in the
telecoms industry to find locations, obtain licensing and permits,
and to build and operate the towers. To make this financially
feasible (and fundable), Eagle Towers must sign a ten-year
lease with at least two mobile network operators (MNOs).
With these contracts in hand, Eagle Towers can draw
down on the finance provided by Edge Growth, and
construct the towers. Thereafter, it can look to generate
further revenue from the towers by bringing on additional
clients such as other MNOs and internet service providers
to distribute services.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Elevated data usage and new network technology have
resulted in the ratio of towers to land area increasing,
necessitating the roll out of more towers. This, in turn,
required more capital from MNOs at a time when returns had
moderated, providing Eagle Towers with the opportunity
to break into an industry previously controlled by large
multi-nationals such as Vodacom and MTN.
With two lease agreements per tower, each has an
enterprise value of c.R2 million. When Edge Growth initially
got involved, Eagle Towers had one tower. This had grown
to a portfolio of six towers when the Vumela 2 Fund joined
the lending arrangement. With funding now in place, Eagle
Towers aims to gain significant traction in the market over
the next two years. To date, they have built 10 towers.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Partnering with government to achieve social outcomes
The purpose of an impact investing fund is to elevate the
importance of environmental and/or social measures to be
on par with those of investment returns. The combination
of capital providers to impact funds are different to
more conventional funds as they usually include a grant/
development funding component. The Vumela 2 Fund, for
example, was capitalised with money from FirstRand (R127
million) and grants from the Jobs Fund (R100 million).

“It is one thing to give money. It is entirely another matter to provide the skills and guidance
with governance and financial controls that will enable the company to be structured
appropriately in order for it to go to the next level of growth.”
– Avril van der Rheede, Owner and Founder: Eagle Towers SA
The Jobs Fund is a creation of National Treasury. It
was established in 2011 with a pool of R9 billion, with the
objective of providing grant funding alongside private
sector capital to enhance investment and innovation in
job-creating enterprises that would not have been viable
on a purely commercial basis. The grant money does not
need to be repaid.
Innovative financing
The funds collectively put together a R30 million fixed-rate
loan facility that matures in five-and-a-half years (2022).
With the company currently in the build-out phase, revenue
is currently ramping up. Therefore, the facility provides for
an interest holiday of 18 months to facilitate this cash flow
profile of construction. On maturity, Eagle Towers will be
targeting revenue of c.R20 million per annum.
The facility allows the entrepreneur to retain 100%
ownership, at terms far more favourable than those
available via a conventional loan from a commercial bank.
This was in part made possible utilising the strength of the
underlying contracts signed with the MNOs.

Championing BEE participation and enterprise
development
Eagle Towers will create permanent employment for nine
people. But from an impact investing perspective, the funding
will enable Eagle Towers to own and operate c.40 towers
within the next couple of years. The cash flows underpinning
the towers will allow the Eagle Group to fund expansion
into other geographical markets as well as related market
segments, such as Eagle Rooftops and Eagle Grid.

SAVCA 2017 CASE STUDY COMPENDIUM
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Emfuleni Voerkrale

Company: Emfuleni Voerkrale
Investor: IDF Managers
Year of investment: 2013
Investor shareholding: 30%
Sector: Agriculture and Food
Type of investment: Early stage
Turnover: R29.1 million (2016)
EBITDA: R2.5 million (2016)
Employees: 22 (2016)
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INVESTMENT IMPACT HIGHLIGHTS
•
•
•

Establishment of one of the largest black-owned feedlots
in South Africa
Strategic direction to grow the business through marginenhancing cost efficiencies and vertical integration
Retention of all workers employed by the previous farm
owner

COMPANY DESCRIPTION
Emfuleni Voerkrale operates a 40-hectare sheep feedlot,
situated on a 200-hectare farm close to Frankfort in the
Free State province. The company buys lambs when they
weigh around 30kg and feeds them until they reach 50kg,
before selling the animals to abattoirs. It takes the lambs
about 60 days to reach the required weight. Additional
revenue is generated by shearing the sheep for wool.
Emfuleni’s average stock level is currently at 4 000 sheep,
a figure it wants to increase to 8 000 in the near future.
Emfuleni was founded in 2013 by entrepreneurs
Mochele Noge, Rosemary Noge and a partner (who has
since been bought out). Although the previous owner
of the farm also operated a feedlot, he sold his animals
upon exiting the business, which meant management had
to start from scratch. Turnover has roughly doubled each
year since, and in the 2016 financial year, the business
posted its first profit.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
In 2013, IDF Managers acquired a 15% stake in Emfuleni,
funding the acquisition of land and providing the initial working
capital. Through further investments, IDF’s shareholding has
since increased to 30%. With a meaningful stake, IDF plays an
active role in the business and will soon appoint a director to
the board.
There is significant potential for Emfuleni to improve its
financial performance, including: holding a greater number
of animals; implementing margin-enhancing cost efficiencies;
and pursuing vertical integration, which prompted the recent
acquisition of an abattoir.
IDF is well positioned to facilitate talks to expand Emfuleni’s
footprint on the continent when the time comes. This will be
through the Alitheia Identity Fund, established as a joint venture
between IDF Capital and Nigeria’s Alitheia Capital, which may
be a funding vehicle for Emfuleni’s cross-border ambitions.

Employment opportunities
Emfuleni employs about two dozen workers from the
surrounding area. When it first acquired the land and had
no revenues, IDF’s support made it possible to retain all of
the workers employed by the previous owner, which also
ensured that staff know-how remained within the company. It is
anticipated that greater sales volumes and vertical integration
would create significant additional job opportunities.
Supporting black-owned commercial farming
The portfolio company has established itself as one of the
largest black-owned commercial feedlots in South Africa, and
the only one with an accompanying abattoir. Given the low
participation of black people in commercial agriculture, part of
IDF’s investment motivation was to support the transformation
of the sector.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Vertical integration
IDF supported vertical integration from the start, an approach
that allows Emfuleni to capture a greater share of the value
chain. To this end, the business recently acquired an abattoir,
located 37km from the farm. Following extensive research,
management established that most of the successful feedlots in
South Africa have their own abattoirs. Not only will the abattoir
process Emfuleni’s own stock, but it will service other farmers
in the region. In addition, management is considering moving
further along the value chain by establishing butcheries.

“We have benefitted from IDF’s professionalism and forward-thinking approach from the
moment the firm stepped in and agreed to back us. IDF provides important strategic and
business support to Emfuleni.” – Mochele Noge, CEO: Emfuleni Voerkrale
Implementing modern technology
The industry’s thin margins and the fact that Emfuleni is a
price taker means it is imperative that the business is run as
cost-efficiently as possible. In December 2015, IDF backed
Emfuleni to acquire a state-of-the-art electronic scale to
weigh the animals. The sheep now have radio frequency ID
tags linked to the machine and data is sent to a computer
via Bluetooth technology. This allows management to easily
access and analyse data on each animal – including date of
purchase, weight and growth progress – which has enabled
faster and more efficient decision-making. As part of its
continued investment to grow the company and improve
productivity, Emfuleni recently also purchased a new Hino
truck.

Rosemary and Mochele Noge.
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Grassroots Group

Company: Grassroots Group Holdings (Pty) Ltd
Investor: Acorn Agri (Pty) Ltd
Year of investment: March 2011 (Acorn General
Fund One); September 2015 (Acorn Agri)
Year of exit: 2015 (Sold to Acorn Agri)
Investor shareholding: 59.3%
Sector: Agriculture and Food
Type of investment: Expansion
Turnover: R281.3 million
Turnover growth: 44% CAGR (2010 – 2016)
EBITDA growth: 64% CAGR (2010 – 2016]
Employees: 730 (2016)
Employee growth: 5x (2011-2016)
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INVESTMENT IMPACT HIGHLIGHTS
•
•
•

New international standard compliant production facility,
with another plant planned for Namibia
Fivefold increase in employees since 2011
Successful international expansion to markets such as
Europe, Iceland, US, Saudi Arabia, United Arab Emirates
(UAE) and Japan

COMPANY DESCRIPTION
Grassroots Group, founded in 1992 and situated on a
farm near Gouda in the Western Cape, specialises in the
production of niche natural health and lifestyle products,
with a focus on three distinct categories: health snacks;
medicinal and aromatic products; and decorative fruit.
Health snacks is by far the biggest part of the business,
and comprises sugar- and preservative-free, oven-dried
fruit and vegetable snacks. The vast majority of the
products are exported.
Grassroots has developed its own proprietary production
processes and technology to provide exclusive and innovative
products for its clients. For example, the health snack
category includes a range that comes in playful shapes
aimed at children. This range has been very successful with
customers and retailers.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Acorn first acquired a stake in Grassroots in March 2011,
through the Acorn General Fund One. This fund was finally
wound up in September 2015 with the sale of Grassroots
to Acorn’s second fund and investment holding company,
Acorn Agri.
Acorn was attracted to Grassroots’ strong management
team; the health-focused nature of the business; and its
sustainable competitive advantages, especially in terms of
innovation and production capabilities. The company has
attractive growth prospects in developed markets, where
changing consumer behaviour is driving rapid growth in
the health-snack market.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Job creation and social upliftment
Since 2011, Grassroots’ number of employees has grown
fivefold, with women accounting for 85% of the labour force.
The company is having a significant economic impact in
the Gouda region, with each worker supporting an average
of nine dependents. Senior management has also been
empowered through share options, creating new business
owners in the process.

supplies Grassroots products to the European Union, as
well as Japan, the UAE, Saudi Arabia, Iceland and the US.
The company has been especially successful in capturing
the youth market, using playful delivery methods and clever
branding strategies.
New, fully compliant production facilities
With Acorn’s support, Grassroots has built new production
facilities that comply with the British Retail Consortium
(BRC) Global Standards. This leading safety and quality
certification gives the company improved access to foreign
markets. Attaining this certification has also shortened the
value chain, by allowing for final, packed products to be
shipped directly to retailers abroad.
Since Acorn’s initial investment, Grassroots’ production
capacity has increased fourfold. Current capacity is 2
500 tonnes per annum, and growing. The business is
also diversifying geographically by developing a second
facility in Namibia, taking advantage of the neighbouring
country’s attractive investment environment and offsetting
risk in the South African economy.

“Our equity partner put robust structures and systems in place. Their financial backing
allowed us to grow without having to go through the lengthy process of applying for
bank financing. Acorn’s input has also meant that Grassroots could pursue the right
expansion opportunities at the right time. Acorn did not interfere with the DNA of the
business, allowing management to operate in a structured but still very entrepreneurial
environment.” – Rikus Muller, CEO: Grassroots Group
True to its name, Grassroots is actively involved in the
social upliftment of the community, especially in terms of
youth development. It supports the Path out of Poverty
(POP) programme (an initiative by the Goedgedacht Trust),
which offers opportunities for disadvantaged rural children.
POP addresses issues such as illiteracy, unemployment,
overcrowded living conditions, foetal alcohol spectrum
disorder, and family violence to ensure a generational impact
as part of its 20-year commitment to a community. Grassroots
also supports crèches for employees’ children, and assists
families in buying and building their own homes.
Minimising water usage
Large volumes of grey water are generated as a result of
Grassroots’ production processes and sizeable workforce.
Acorn’s investment made it possible to build a cost-efficient
waste-water treatment facility, which allows for water to be
re-used for irrigation purposes. This is having a positive
impact on both the environment and the company’s
bottom line.
International growth
Under Acorn’s strategic direction, Grassroots has built a
significant international footprint, with 95% of products
currently exported. A leading health-snack branded marketer
SAVCA 2017 CASE STUDY COMPENDIUM
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CREATING INTEGRAL
PARTNERSHIPS

Nedbank Ad

A leading independent carbonated
soft drink manufacturer supplying a
range of flavoured beverages through
its primary brand REFRESHH and
through select private labels.

A leading facilities management services
company providing catering, cleaning
and laundry services to the mining,
infrastructure and oil and gas sectors in
remote sites in sub-Saharan Africa.

A leading national open access solution
partner, answering the demand for
high-speed, reliable, business-grade
data connectivity, backed by the best
international technology providers.

To partner with a private equity team that understands your business contact Clive Howell on +27 (0)11 294 1434
or at cliveh@nedbank.co.za.
nedbank.co.za

Nedbank Corporate and Investment Banking is a division of Nedbank Ltd
Reg No 1951/000009/06. Authorised financial services and registered credit provider (NCRCP16).

International Facilities Services

Company: International Facilities Services (IFS)
Investors: Nedbank Private Equity, Imbewu
Capital Partners and private investors
Initial investment: December 2012
Follow-on investment: December 2015
Sector: Services – facilities management
Type of investment: Buyout
Employees: >1 000 (June 2016)

INVESTMENT IMPACT HIGHLIGHTS
•
•
•
•

Grew business through new contracts and target markets
in sub-Saharan Africa
Developed strong partnerships with local suppliers in the
countries in which they operate
Supported farming initiatives with local communities
Increased recruitment, trained and developed in-country
staff

COMPANY DESCRIPTION
IFS provides complete remote site facilities management
services for multi-national mining, oil and gas, electricity
generation, construction, engineering and manufacturing
clients operating in sub-Saharan Africa. Its employees
take up residence in these accommodation villages while
managing a full catering service and taking care of all
the cleaning, laundry and maintenance needs of clients
working in these areas. Additional specialist services
include waste management, disease and pest control and
environmental management.
The company has an established supply chain network
and specialises in providing a full range of services in
remote, logistically challenging locations. It differentiates
itself from international competitors through initiatives
to improve the lifestyle of employees working in these
areas, through its responsiveness to clients’ needs, deep
understanding of operating in Africa and bringing an
attractive ‘lifestyle’ to camp life.
SAVCA 2017 CASE STUDY COMPENDIUM
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THE COMPANY AS AN
INVESTMENT OPPORTUNITY
IFS effectively commenced business in remote site facilities
management when it won its first contract at an Anglo
Platinum mine in South Africa in 2006. Contracts with remote
mines in the Democratic Republic of Congo, Zimbabwe and
Mozambique followed in 2007, 2008 and 2009 respectively.
Despite being a relatively ‘young’ business in a highly
competitive market dominated by international businesses,
IFS won large contracts with multinational mining houses,
including the Brazilian resources group Vale and global
mining behemoth Rio Tinto.
In an industry where companies cannot simply compete on
cost, IFS’s entrepreneurial nature, on-the-ground knowledge
and success in meeting stringent health and safety standards,
gained the attention of the private equity consortium who
realised that it could leverage its mining networks, balance
sheet, project management skills and black-ownership
credentials to boost the company’s growth trajectory.
Through an initial investment in December 2012, the private
equity investors acquired 50% of the company from its founders;
this was followed by a subsequent investment round through
which it obtained an additional 36% stake from the founders
and minority shareholders. With this backing, IFS has expanded
its footprint and now operates in seven countries spanning
mining, oil and gas, industrial, education and health sectors.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Restructured and strengthened management team
The private equity consortium collectively convinced Chris
Wells, one of the private investors, an experienced CEO
and former acting head of Transnet, to lead the company.
It also appointed a sales and marketing director to ramp up
its marketing efforts and to capitalise on Nedbank’s strong
relationships in the mining sector.

projects in remote locations in Africa.
The downturn in mining activity shortly after the initial
investment had an adverse impact on the company’s
revenue. With the support of the private equity investors,
IFS adjusted its strategy to ensure retention of existing
customers, focused on key growth areas, ensured it was on
a sustainable footing and supported clients in meeting their
cost reduction needs.
The development of a bespoke internal information
technology package enhanced the monitoring of stock levels
and financial performance at each remote site, and provided
a platform for IFS to compare and optimise its performance
across sites and countries.
Partnerships with local suppliers and farming initiatives
In areas where soil and climate conditions are suitable, IFS has
provided training, material and seeds to local communities
and encouraged the production of fresh fruit and vegetables
needed for catering purposes. This enabled the firm to support
small businesses in rural and impoverished communities
providing sustainable employment.
Improved staff training, incentives
While training staff across multiple sites in remote locations
can be challenging, upskilling initiatives also often require
proficiency in several languages. IFS developed innovative
computer-based training modules in local languages to
enable the effective delivery of on-site training and to facilitate
the regular updating of training material.
With the growth in turnover, IFS has added to its staff
complement, expanded its staff training programme and
has focused on broadening employees’ skills set to enable
the deployment of staff to new contracts as opportunities
arise.

“IFS has been quickly transformed into a customer-focused, efficient and highly competitive
business whilst still retaining the entrepreneurial spirit that was a key part of its DNA. This
complete transformation of the company was initiated and supported by the private equity
investors.” – Chris Wells, CEO: IFS
As staff numbers grew, it became increasingly important
to ensure the welfare and retention of employees. A human
resource executive was appointed, and a supply chain
manager was recruited to strengthen the management
team. The private equity investors were instrumental in
introducing a reward scheme to incentivise and retain the
management team and to align their interests with the
shareholders in growing IFS.
Revised and re-focused strategy
While IFS’s main business traditionally had been focused
on corporate catering contracts in South Africa, it had
won a handful of meaningful contracts in the remote-site
market. The private equity investors were of the view that
site management in frontier locations was the company’s
competitive advantage and the strategic decision was made
to focus on providing services to mines and infrastructure
18
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IFS has a policy of recruiting most of its on-site employees from
the local communities in which it operates. With its focused training
programmes in local languages, it equips all employees to deliver
excellent services. Many of IFS’s large remote sites are project
managed by local management trained by IFS.

Proudly championing
private equity and
venture capital

SAVCA is proud to represent an industry exemplified by its dynamic and principled people,
and whose work is directed at supporting economic growth, development and transformation.
SAVCA was founded in 1998 with the guiding purpose of playing a meaningful role in the Southern African
venture capital and private equity industry. Over the years we’ve stayed true to this vision by engaging with
regulators and legislators, providing relevant and insightful research on aspects of the industry, offering training
on private equity and venture capital, and creating meaningful networking opportunities for industry players.
We’re honoured to continue this work on behalf of the industry.

www.savca.co.za | +27 (0) 11 268 0041 | info@savca.co.za | @savca_news

Libstar

Company: Libstar Holdings
Investor: The Abraaj Group
Year of investment: 2014
Investor shareholding: 93%
Sector: FMCG
Type of investment: Growth and expansion
Turnover growth: 35.8% CAGR (2014 – 2016)
EBITDA growth: 38.5% CAGR (2014 - 2016)
Employees: 6 692 (2015)
Employee growth: 58.9% (2014 - 2015)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

•
•

•

•

Drove growth substantially, doubling turnover and
EBITDA in two years and transformed the business into a
leading food player in South Africa
Strategic focus on food products in branded, private
label, food services and exports
Expanded geographically into the Middle East and rest
of Africa, supplying products to major grocery retailers
and quick service restaurant (QSR) players in the UAE,
Qatar and Mauritius
Successfully implemented a comprehensive demand
management system across the Libstar Group
Aligned key management shareholders and operation
of Libstar as an integrated business, as opposed to a
conglomerate of companies with minorities
Coordinated strategies at each of Libstar’s 28
business units to execute on identified new products
and identify adjacent product categories with key clients
Instituted a programme to enhance central functions
including MIS and reporting

COMPANY DESCRIPTION
Libstar manufactures a broad range of quality branded
products and private label products for the rapidly growing
South African food, fast-casual dining, household and
personal care markets.
Some of Libstar’s customers for its more than 3 500
products include major retailers and wholesalers across
20
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South Africa, Canada, Europe, USA, Australia and the Middle
East and large branded houses such as McDonald’s , Unilever,
Woolworths, Shoprite, Pick ‘n Pay, Spar and Tiger Brands.
Headquartered in Johannesburg, Libstar operates
nationally through 28 business units located in five of South
Africa’s nine provinces and employs about 6 000 people
with nationwide manufacturing, supply and distribution
capabilities. Since its inception, Libstar’s industry-experienced
management team has pursued a successful buy-and-build
strategy, growing and diversifying its product offering.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Libstar represented an attractive investment for Abraaj given
the non-cyclical and resilient market in which the business
operates. Through an experienced management team –
demonstrating a successful track record of conducting “buy
and builds”, growing and diversifying its product offering
and an intimate knowledge of the market and the FMCG
industry – the company has recorded impressive growth.
With potential for organic growth, key brands across
categories, low market penetration rates for private label
products and the rising popularity of fast-casual dining
across the continent, Abraaj believed the business was well
positioned to take advantage of key market trends such as
grocery consolidation and the rise of the QSR, which are
expected to expand steadily.

Libstar’s emphasis on training and development is being
boosted with the introduction of the Libstar Academy, which
offers an internship programme for people internally and
externally, who are interested in food technology. In addition
to theoretical input, learners are given the opportunity to
work across the spectrum of business units at Libstar.
Investment in MIS and support structures as an enabler
To enhance Libstar’s ability to maintain its growth rate, the
company invested heavily in IT to improve reporting – by
customer, outlet, market and product, focusing all the way
through to the 3 500 SKUs in the business. This has led to
standardisation across the business sites and increased
efficiency of real-time reporting and the collation of data,
which inform the day-to-day business operations and
strategic decisions.
Stronger focus on ESG
Following investment, a dedicated environmental, social and
governance (ESG) officer was appointed at Libstar to enhance
ESG within the organisation and throughout its supply chain.
The group has since documented its own IOS standards and
produced supply chain and operations manuals, which have
been disseminated throughout the business.

“Innovative value creation and connecting the dots through partnerships with our people,
customers, suppliers, partners and communities, is what drives Libstar.”
– Andries Van Rensburg, CEO: Libstar
THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Successful business integration and expansion to new
markets
Prior to investment, Libstar was a conglomerate of companies
with several subsidiaries and minority shareholders. Abraaj
assisted Libstar’s key management shareholders to integrate
the individual companies into one business. This has ensured
all key people in the business are aligned under the Libstar
brand, allowing for a significant increase in managing
demand across categories, customers, geographies and
business verticals by optimising the skills interchange.
Recognising the role manufacturing plays in South Africa
and across the continent, Abraaj worked with Libstar’s
management team by supporting its buy and build approach
and expanding geographically into other markets such as
the Middle East. The strategy has also led to an increase in
exports to Australia, the United States and Africa.

Libstar has also begun rolling out an automated
Environmental Management System, which places
responsibility for particular tasks in the hands of individual
employees. In addition, the company has supplemented
its existing governance structures with a social and ethics
committee, environmental committee and investment
committee.

Focus on alignment of key management
Libstar was heavily reliant on a few skilled individuals at senior
management level. To mitigate the risks associated with this,
Abraaj assisted the business in building a deep bench of
management skills to achieve growth and diversity, as well as
develop new leaders for ongoing business continuity.
SAVCA 2017 CASE STUDY COMPENDIUM
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Lodox Systems

Company: Lodox Systems
Investor: The Industrial Development
Corporation Venture Capital SBU
Year of investment: 2001 and subsequent rounds
Investor shareholding: 93.44%
Sector: Medical Imaging Device OEM
Type of investment: Venture Capital plus
revolving credit facility
Enterprise value: R99.3 million (June 2016)
Turnover: R70 million (2015)
Turnover growth: From R1 million in 2009
(six years)
Employees: 36 (2016)
impacted: 53 500 (2015 estimate)
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INVESTMENT IMPACT HIGHLIGHTS
•

•
•

Early funding to develop ground-breaking technology in
the form of an initial product (Statscan), that simplifies
the imaging process and saves lives
Later funding to value engineer the product to its
current version: Xmplar-DR
Revolving credit funding to assist with working capital
constraints in the manufacturing process – characterised
by long lead times and payment terms

COMPANY DESCRIPTION
Lodox provides medical imaging solutions to trauma,
emergency and forensic Medical professionals. The primary
Lodox product is the Xmplar-DR, a full-body digital X-ray
device. It takes 13 seconds to obtain a full body diagnostic
X-Ray with a tenth of the X-ray dose to the patient compared
to a normal X-ray.
The machine can be placed in trauma and forensic
centres without the need to shield operators from
radiation. Medical professionals never lose sight of the
patient in trauma, while providing conclusive evidence
from a single X-ray in forensic laboratories. This eliminates
the need for lengthy surgical and other costly imaging
processes. No other medical device globally can deliver
this information as comprehensively and efficiently.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Lodox has developed unique technology that can be
deployed in hundreds of hospitals and forensic centres
around the world. It saves time, money and lives, depending
on which application is required.
The transfer of the investment and oversight from the
distressed asset department at the IDC to the Venture
Capital SBU meant that it would continue to receive funding
and support as its technology waited for validation and
adoption in an industry known for its long lead times.
In July 2008, the IDC approved the restructuring of the
Lodox balance sheet which led to them acquiring the shares
and shareholder loans of two investors and converting its
own loans to a shareholder loan, which it also increased. This
process was concluded in September 2010.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Long-term perspective and correct leadership alignment
Over its fifteen-year history, the IDC has invested R182
million in the business, including a R30 million revolving
credit facility. Following the restructuring concluded in 2010,
the company has shown two consecutive years of profit and
is poised for growth.
The sales pipeline is strong, with Lodox negotiating a
national order for the local market and continuing to grow
internationally, specifically in the US (forensics), Middle East
and South East Asia.
A number of interventions by the IDC have enabled the
company to move to this point. Perhaps the most important
was the seconding of an executive from the IDC, Pieter de
Beer, to run the business.

Value to society
The cutting-edge technology embodied in Lodox saves
lives. The first institution to buy its product was the Red Cross
Children’s hospital. Endorsements like this demonstrate
the value of the product to society: “The Lodox provides
a conventional whole body image at a speed that cannot
be matched by any other imaging modality. The Lodox
Imaging System is strikingly elegant in its simplicity. In fact,
if I were given a choice of one imaging modality, I would
most certainly choose the Lodox.” - Dr David Fowler, Chief
Medical Examiner, Baltimore, USA.
Employment and skills development, and earning of
foreign exchange
Lodox provides employment to 36 people, and staff undergo
ongoing training to ensure the development of their technical
skills. In addition, training is carried out for users at each
installation site. Lodox has also sponsored post-graduate
students at UCT on various research projects. Lodox exports
a large proportion of its products, enabling South Africa to
earn foreign currency.

Adaptive financing
Transferring to the oversight of the Venture Capital SBU
subsequent to the restructuring, the IDC continued to provide
financial support for the growth of the company. As the value
of the IDC’s stake in Lodox continues to increase, the nature
of support has changed, and has included a revolving credit
facility to assist the company with the long lead times it must
manage from a working capital perspective.
Accessing new markets, becoming an approved supplier
Through the networks of the IDC’s executive office and
the Ministry of Economic Development, the company was
able to unlock the local public healthcare market. These
networks were useful to get the company in front of the
right decision-makers as it attempted to seek approval and
recommendation from multiple government departments at
both provincial and national level.

“Without the patient capital of the IDC that, as a state-owned institution, can extend its investment
horizon, Lodox would simply not have survived, despite having an excellent product. The IDC
provided both the initial funding and subsequent restructuring of debt and additional capital that
have got us to the point where we are today.” – Pieter de Beer, CEO: Lodox Systems
SAVCA 2017 CASE STUDY COMPENDIUM
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Meridian Group

Meridian serves local smallholder farmers through more than 100 “one-stop-shop” retail outlets across Malawi.

Company: Meridian Group
Investor: Phatisa
Year of investment: 2014
Investor shareholding: Significant minority
Sector: Agri inputs
Type of investment: Growth/expansion
Number of smallholders/vendors
impacted: 53 500 (2015 estimate)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•
•
•

Implemented an Environmental Management System
and Occupational Health and Safety Management
System
Strengthened management team
Introduced profit improvement programmes
Restructured business units to increase growth
prospects
Initiated productivity improvement project for
smallholders with partners

COMPANY DESCRIPTION
Originally established in the early 1990s as a retail chain
that distributed fertiliser to smallholder farmers in the
southern region of Malawi, Meridian has grown into a group
comprising six business units.
Today it blends, distributes and sells fertiliser, and trades
agricultural commodities in Malawi, Mozambique, Zambia,
Zimbabwe and Mauritius. It also serves local farmers through
more than 100 “one-stop-shop” Farmers World outlets –
one of two retail chains within the Meridian group. Meridian
distributes around 240 000 tonnes of fertiliser per year
throughout the Southern African Development Community
(SADC) region and transports thousands of tonnes of
SAVCA 2017 CASE STUDY COMPENDIUM
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agricultural commodities. These volumes are expected to
increase by 50% in the medium term on the back of regional
expansion and would result in a meaningful increase in staff
numbers.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Phatisa was attracted to Meridian’s strong competitive
position, quality management and successful initial
expansion. Through its African Agriculture Fund (AAF),
Phatisa invested in the company in September 2014, with
follow-on investments made in 2015 and 2016.
The lion’s share of these funds was invested in fixed assets,
including blending equipment and warehousing facilities
to accelerate the group’s expansion plans, which would
require increased production capability, improved operating
efficiencies and an enhanced distribution network.
At an average of 8kg per hectare, fertiliser usage in
sub-Saharan Africa is significantly lower than the world
average of 117kg per hectare and the South African average
of 51kg per hectare. To increase agricultural yields in the
region, fertiliser usage would have to grow substantially.
Malawi has a significant number of small-scale farmers
who grow maize for sale, and also for personal consumption.
Donors, typically development finance institutions, provide
fertiliser funding through vouchers that are distributed by
government. Farmers use these vouchers to buy fertiliser.

To allow the Meridian board to focus on its strategic and
oversight role, operational committees for procurement and
treasury, logistics, production, retail, salt, farming and seed,
finance, audit, information technology, human resources and
health and safety were appointed.
Strengthening the management team
A group-level financial officer was employed to manage
working capital, introduce more cost-effective and flexible
financing solutions and manage foreign exchange exposure.
To ensure accuracy of reporting, financial controllers were
appointed for key business units in Malawi, Zimbabwe
and Mozambique and an experienced retail manager was
recruited to join Farmers World. Over a period of 18 months,
the percentage of women employed by the business grew
from 2% to 20%.
Financial and operational initiatives
Profit improvement programmes were also implemented
across all business units. This included a comprehensive
review of the fertiliser supply chain, which resulted in a
significant cost saving.
To allow head office to keep track of sales and stock levels in
each store, an AccPac accounting system was rolled out across
the group. Assumption-based annual budgets and quarterly
forecasts were introduced to provide management with better
insight into planning and working capital control.

“We are excited by the African Agriculture Fund’s investment into the business as this will help
support expansion plans across the group. We believe that, with this funding, Meridian will be
well-positioned to meet the increasing demands for fertiliser in sub-Saharan Africa.”
– Andy Watt, Director: Meridian Group
Traditionally, one blend of fertiliser has been sold to all
producers throughout Malawi. To enhance the yields per
hectare significantly and sustainably increase the income
of smallholder farmers, a productivity improvement pilot
project has been implemented by the AAF’s Technical
Assistance Facility in collaboration with the Africa Fertiliser
and Agri-business Partnership, Columbia University and
AGMARK. An estimated 6 000 farmers will be assisted
throughout the project by providing access to soil-specific
fertilisers and advice through the Meridian retail network.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Implemented an Environmental Management System and
Occupational Health and Safety Management System
Following Phatisa’s evaluation of environmental, social and
governance risk factors during a due diligence process, an
environmental, health and safety officer was appointed at
the group level to implement an environmental and social
action plan, policies and procedures at Meridian. Further
policies and procedures around occupational health and
safety (OHS), the environment, waste, anti-bribery and
corruption were also formulated following the formation of
a central OHS Committee.
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Phatisa’s investment was used to buy fixed assets, such as
warehousing and storage facilities.
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activity, fundraising, fund launches and investor allocations
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MobiPay

Company: Mobicash Payment Solutions (Pty) Ltd
(MobiPay)
Investor: The Desert Stone Fund managed by
IJG Capital (Pty) Ltd
Year of investment: 2013
Investor shareholding: 31.4%
Sector: Mobile Payment Solutions
Type of investment: Early stage
Enterprise value: N$84 million (June 2016)
Turnover: N$16.4 million (2013); N$40.8 million
(2014); N$67.8 million (2015)
Turnover growth: 149% (2014); 66% (2015)
EBITDA: N$315 000 (2013); N$782 000 (2014);
N$1.4 million (2015)
EBITDA growth: 148% (2014); 81% (2015)
Employees: 19 (2013); 21 (2014); 35 (2015)
Employee growth: 11% (2014); 67% (2015)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

Focused on changing strategic direction to deliver
value-added services to former competitors in the
banking sector
Introduced new governance structures to streamline
management of the company
Enabled financial inclusion of the unbanked and
under-banked in Namibia

COMPANY DESCRIPTION
MobiPay is a Mobile Payment Solutions provider. It was
founded in 2009 and licensed by the Bank of Namibia in
2010 as a Payment Instrument Issuer as well as Namibia’s
first non-bank participant in the national clearing and
settlement system.
MobiPay offers mobile wallets, card issuing and
acquiring, cardless transactions and Value Added Services
(VAS). It is focused on providing financial inclusion and
efficient service delivery to its customers throughout
Namibia. Its clients include banks, financial institutions,
retailers and corporates.
The operation has expanded its footprint throughout
Namibia significantly, through its extensive agent
and merchant network, and has created employment
opportunities as the market for mobile payments solutions
expands and matures.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
At the time of investment, MobiPay was a venture capital
undertaking with proven revenues, but was significantly
cash strapped and competing directly with established
banks in Namibia.
28
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The operation’s business model was regarded as highly
scalable. Its service offering of mobile-payment solutions
was a first for the Namibian market and situated within a
fast-growing industry segment.
In addition, the promoters of the business had proven their
commitment to the business as well as their entrepreneurial
mettle and their ability to innovate. Proprietary, in-house
developed, complex technology constituted significant
barriers to entry for competitors, while exclusivity to the
related IP rights was expected to create further value.

The rollout of the MobiPay’s business model saw it offer
financial solutions to the unbanked and under-banked in
Namibia’s most outlying regions. In the process, it exposed
these customers to a number of value-added services not
previously available to them. MobiPay allows users to
transfer money, buy airtime, purchase electricity, pay TV
subscriptions, pay with cash, cards or use cell phone banking
or mobile wallets.

“The investment ultimately allowed us to reposition ourselves as an essential service provider
to our former competitors, while the associated expansion capital proved critical in realising
MobiPay’s strong revenue growth potential.” – Claus Deckenbrock, CEO: MobiPay
Job creation and skills development
MobiPay started from a small base, but showed substantial
increases in its workforce subsequent to investment. That
said, the business is essentially technology based and the
employment growth curve is expected to flatten out in future.
In addition, the development of MobiPay’s technology
requires a sizeable investment in training and up-skilling of
permanent employees. For the 2016 financial year, N$114
960 was invested in skills development and training.
Regional expansion
MobiPay is now processing about one million transactions
monthly through channels such as mobile phone USSD,
apps, self-service kiosks and interfaces to retailers and banks
throughout Namibia. Given Namibia’s small population of
about 2.1 million people, this is a significant share of the market.
However, due to the country’s small market, as well as MobiPay’s
good reputation and relationship with regionally operational
business partners such as Shoprite and Standard Bank, the
mobile payment services provider has extended its services
further afield and is in the process of rolling out some or all of its
value-added services to Angola, Zambia and Tanzania.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP

Changing strategic direction
IJG Capital facilitated the introduction of enhanced corporate
governance in the business. In addition, the private equity firm
played an instrumental role in assisting MobiPay in changing
its strategic direction from competing with the banking sector
to providing services to banks as well as to the retail and other
sectors. These measures saw MobiPay make more significant
strides in banking the unbanked and under-banked. MobiPay
is looking to provide an additional clearing and settlement
solution in the market.

Banking services for the unbanked and under-banked
The majority of Africans have limited or no access to banking
services, with as little as 20% of families having bank accounts.
Within this milieu, MobiPay recognised the limitations of the
traditional banking system in reaching prospective customers
in Namibia’s rural areas. Widespread mobile telephone
usage amongst the population and growing confidence in
using the devices made it possible to bring many in remote
areas into the formal economy.
SAVCA 2017 CASE STUDY COMPENDIUM
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Ongwediva Medipark Hospital

Company: Ongwediva Medipark Hospital
Investor: VPB Namibia
Year of investment: 2012
Investor shareholding: 30%
Sector: Healthcare Services
Type of investment: Expansion and growth
Enterprise value: N$245m
Turnover: N$186.9m (2016)
Turnover growth: 28% (2015 – 2016)
EBITDA: N$35.6m (2016)
EBITDA growth: 19% (2015 – 2016)
Employees: Permanent – 260; Temporary –
4 (June 2016)
Employee growth: Permanent – 40 (2015 –
2016)

INVESTMENT IMPACT HIGHLIGHTS
•
•
•

Providing easier access to specialised quality healthcare
in Namibia
Expanding the range and quality of medical care at
Ongwediva Medipark Hospital
Securing existing jobs and creating additional
employment opportunities for medical personnel

COMPANY DESCRIPTION
Located in Namibia’s Oshana region, the Ongwediva
Medipark Hospital provides specialised quality and
accessible healthcare to the local northern Namibia
population. Incorporated in 2006, the hospital has grown
from an under-equipped 60-bed operation to an 80-bed
medical facility with a high concentration of specialists,
who provide a full range of specialised quality healthcare
services. The hospital boasts a modern, fully equipped
private hospital with 24-hour medical emergency
and evacuation services, a pathology laboratory, an
immunisation clinic, an intensive care unit and a laminar
flow theatre.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
A significant infrastructure and healthcare financing gap
exists in Namibia. It is a challenge that is shared by many
sub-Saharan African countries struggling to provide quality
healthcare to their citizens.
In addition, the northern region of Namibia, where
the Ongwediva Medipark Hospital is located, is a major
economic node and home to two-thirds of Namibia’s
population. With the nearest quality healthcare provider
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about 800km away, VPB Namibia recognised the critical
need for a well-resourced facility.
With its focus on contributing towards socio-economic
development in the health sector, particularly in northern
Namibia, VPB Namibia felt it was well positioned to
assist Ongwediva Medipark Hospital in achieving its
growth objectives through the provision of capital, skills
development and resources.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Accessibility to quality healthcare
Prior to the expansion of Ongwediva Medipark Hospital,
the population in the northern region of the country had
to travel excessive distances to access quality healthcare
facilities in Windhoek or Swakopmund. In some instances,
they would travel further afield to seek medical attention
in South African cities such as Pretoria, Johannesburg and
Cape Town.
Funding provided by VPB Namibia assisted the hospital
in expanding its facilities to incorporate new units such as
modern radiology services, a maternity ward, intensive care unit
and laminar flow theatre. In addition, the capital enabled the
furnishing of these facilities with state-of-the-art equipment.
In April 2016, Ongwediva Medipark Hospital became the first
medical facility in Namibia to perform a successful kidney
transplant.
Looking to the future, the hospital will further expand
its paediatric wing and pharmacy. In addition, discussions
are currently underway regarding the acquisition of smaller
healthcare practices in other regions of the country.

Enhanced governance and social responsibility initiatives
VPB Namibia assisted the hospital in introducing more
stringent corporate governance measures, including a fixed
schedule of regular board meetings and the establishment of
two new committees, an ethics committee and an audit and
risk committee. In addition, the employment of a chief financial
officer has seen an improvement in the quality and turnaround
of reporting, has facilitated the timely availability of financial
reports and enhanced the hospital’s cash flows.
As part of its social responsibility strategy, the hospital
offers free breast and cervical cancer screenings on an annual
basis. The initiative was introduced in 2014, and in 2016 more
than 2 000 women took advantage of the screenings. Another
initiative – Safe Motherhood – is aimed at providing prenatal
care for mothers-to-be and babies. In the first nine months of
2016, 230 women took part in the initiative.
Job creation, skills development and training
The expansion of Ongwediva Medipark Hospital has seen
the creation of new employment opportunities for doctors,
nurses and support staff. To ensure all employees in the
various departments remain abreast of the latest trends in
technology and the medical field, they are provided with
ongoing industry specific and in-house training. Medical
staff and administrators are able to benchmark themselves
against global best practice by attending international
conferences on a regular basis.
Notably, Ongwediva Medipark Hospital is the only private
facility in Namibia to offer internships to student doctors and
nurses, affording them the practical experience they require
to graduate. Students have the added advantage of being
able to learn from the hospital’s 26 specialists.

“In addition to bringing in intellectual capital, VPB Namibia has brought in much-needed
financial and governance expertise, thus proving its worth as a value adding partner.”
– Dr T Iithete, Managing Director: Ongwediva Medipark Hospital

Namibia’s first successful kidney transplant.
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Plumblink

The entrance to the Midrand Distribution Centre.

Company: Plumblink
Investor: Ethos Private Equity
Year of investment: 2006
Year of exit: 2015
Investor shareholding: Controlling interest
Sector: Building materials – plumbing and
sanitary ware
Type of investment: Leveraged buyout with
growth agenda
Turnover: R1.3 billion (2015)
Employees: 750 (2015: +5.6% y/y)
Staff retention: Improved from 60% to 90%
B-BBEE status: Improved from Level 8 to Level 5

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

•

Drove transformation in strategy through the roll-out
of smaller stores to service the maintenance plumber
market, and recapitalised the business to effect an
appropriate capital structure
Appointed a new management team
Introduced enterprise resource planning (ERP and
information technology (IT) systems to manage
procurement, inventory and debtors)
Instituted staff development and training initiatives

COMPANY DESCRIPTION
Prior to the global financial crisis, Plumblink mainly supplied
plumbing material to large building sub-contractors. It had
a regional presence in big nodes around South Africa and
sold large volumes of plumbing equipment into construction
projects.
As a result of the economic downturn and the adverse
impact it had on the construction industry, the company
re-engineered its business model and positioned itself as
a one-stop supplier for maintenance plumbers. Plumblink
continued to service plumbing sub-contractors that focussed
on larger building projects.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Ethos acquired a 60% stake in Plumblink in 2006 at a time
when construction activity in South Africa was expanding.
A significant number of sizeable infrastructure projects
were underway in the run-up to the 2010 FIFA World
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Cup, government was building hospitals and schools and
several private contractors were constructing residential
developments in high demand by a growing middle class
and in response to increasing urbanisation.
Ethos recognised the opportunity to invest in a business
with significant potential for growth while benefiting
from the economic tailwinds prevalent at the time. Its
investment thesis lived up to expectations initially, but
when the global financial crisis hit, Plumblink saw its
revenue and profitability come under significant pressure.
The business model and approach had to be adapted.
With a new management team the parties agreed that the
firm would re-direct its focus to a more resilient segment
of the market. This was achieved through a focused effort
to service the maintenance plumber.
This strategy allowed Plumblink to turn its fortunes
around and its turnover effectively doubled over the
lifetime of the private equity investment. Ethos sold the
business to JSE-listed industrial group Bidvest in 2015.

Environmental, social and governance focus
Employment equity and training initiatives were key focus
areas. Talented employees were given the opportunity to
expand their skillset allowing them to be promoted from an
entry-level position to a role with significant responsibility.
Investing in staff not only allowed the firm to retain
good workers, but was key to the successful acceleration of
the store expansion process.
Plumblink’s Broad-Based Black Economic Empowerment
(B-BBEE) rating improved from level 8 to level 5, while staff
retention grew from 60% to 90% during the investment period.
Introduced ERP and IT systems
The introduction of an enterprise resource planning and
information technology system facilitated the expansion of
the business. The system enabled the company to access realtime financial information including trading statistics, revenue
figures, gross profit margins and stock levels at a branch,
regional and group level. The system enabled the company to
identify opportunities and potential problem areas early on.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Refocused strategy, introduced new stores and
rebranded the company
When Ethos acquired a stake in the business in 2006, Plumblink
had 21 stand-alone branches, mostly big warehouses with
trading counters with 20 to 25 staff members. Each region
operated in isolation, dealt with its own suppliers, pursued
and serviced its own customers and no real-time financial
and operational information was available to head office.
Following the change in strategy, the group started
servicing its traditional construction sub-contractor client
base from regional hubs, which reduced the need for several
large warehouse stores.
The opening of smaller stores aimed at the maintenance
plumber was initiated and the concept went through a
number of iterations before it took off. The store rollout
programme was accelerated with overall store numbers
growing to 62 – four major distribution centres supplying a
further 58 branches – by the time Ethos exited.
To allow for the efficient management of new orders and
inventory levels and to take advantage of group discount, a
centralised procurement system was introduced. This allowed
the business to source stock directly from manufacturers
both locally and also abroad.

The Plumblink executive committee at the company’s
distribution centre in Midrand, Gauteng. Distribution centres
supplying to stores within their region is one of the many major
business model changes Ethos encouraged. (From left to right:
Luvuyo Mgidlana, Douw Wolmarans, Peter Wilson, Gareth
Vermaak, Juanita Boshoff, Nicholas Craddock, Nicci Henderson,
Seaweed McFarlane, Oswald Abrahams & Gary Chandler).

“We went through a very tough time in the beginning and I think Ethos Private Equity’s
support helped the company tremendously. It changed the whole profile of the company.”
– Seaweed McFarlane, CEO: Plumblink
As part of the change in strategy, the group’s large
distribution centres started distribution to smaller stores.
Ethos recapitalised the business on two occasions during
the investment period and supported the change in the
business model, a step that enabled Plumblink to gain
market share and expand its footprint. The appointment of a
new management team played a pivotal role in the successful
execution of the new strategy.
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Southey Holdings

Company: Southey Holdings
Investor: Metier Capital Growth Fund II
Year of investment: November 2015
Investor shareholding: Significant minority
Sector: Engineering services
Type of investment: R300 million growth capital
Enterprise value: >R2.2 billion
Turnover: >R2.4 billion
EBITDA: >R375 million
EBITDA growth: >30%
Employees: >2 000

INVESTMENT IMPACT HIGHLIGHTS
•

•

Metier’s subscription for equity in Southey was specifically
used to fund the purchase and installation of a new
R300 million floating dry dock to be operated by its
Dormac subsidiary in the Port of Durban
This growth capital investment supports the growth
of Dormac’s business and service offering and will lead
to additional job creation and artisan training

COMPANY DESCRIPTION
Southey engages in engineering services and manufacturing
activities through a portfolio of eight businesses operating
across a range of industries and market sectors. Approximately
15% of its EBITDA is generated on the African continent
outside of South Africa.
Primary divisions include:
• Southey Contracting: South Africa’s largest industrial
painting, blast cleaning and contracting services company,
servicing industrial installations and mining operations
• Dormac: The leading South African ship-repair company
• Diversified manufacturing: Including refrigeration units,
cold storage facilities, prefabricated buildings and units,
pocket and cane knives, agricultural hand tools and
pressure vessels
Southey contracts with customers across sub-Saharan Africa,
including Namibia, Botswana, Mozambique, Tanzania,
Zambia, Angola, DRC, Congo, Gabon and Ghana, and has
a skilled workforce whose quantity varies depending on the
size and duration of its contracts.
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THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Prior to investment, Southey’s ship-repair company, Dormac,
was solely dependent on Transnet’s dry dock facilities to
service its clients and undertake ship repairs.
The investment case for a Dormac-owned floating dry
dock was attractive. Approximately 4 000 ships requiring
dry docking pass through South African ports on an annual
basis. Less than 5% were serviced in South Africa, so a wellestablished latent demand exists.
The Department of Trade and Industry (DTI) makes tax
grants and allowances available. This project accessed the
S12i allowance, which encourages capital investment and
the improvement of productivity through skills development.
Operation Phakisa supported the awarding of rights for Dormac
to install the floating dry dock at its site in the Port of Durban.
These factors all contribute to the attractive return
features of the asset, with a forecast payback period of less
than three years and a projected internal rate of return (IRR)
of greater than 40%.

Dormac pioneered the programme, together with MerSeta
and the Department of Higher Education, and condensed the
training period to 18 months. The programme was altered to
involve stricter entrance requirements and a more active role by
Dormac managers during the training process.
The extension of Dormac’s social programmes
Dormac has established a range of social enterprise
development partners, all of whom provide services to
Dormac and other companies, that include:
• Camrod, which focuses on steel fabrication projects,
ship repair and tank construction. Dormac provides all
tools, equipment and consumables to the company
• Macdor, which is made up of members of Dormac’s
former diving team. Dormac owns the diving equipment
and has facilitated the establishment of the enterprise
• Damcor, which specialises in blasting and painting, is
an enterprise development initiative started by previous
Dormac managers. Dormac contracts specific painting
and blasting jobs from Damcor, thereby benefitting
both parties
• Donations to various hospitals, charities and schools
across the country: About 90% of those who benefit
from the services provided by these institutions are
previously disadvantaged people
• One initiative included a “Learn to Earn” programme that
achieved an 89% completion rate (394 learners out
of 442) after which 80% either established themselves as
economically active or are in the process of furthering
their education. Of the successful graduates, 15% have
started their own businesses

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Following the investment by Metier in November 2015,
the floating dry dock was built in the Ukraine and towed to
Durban for installation. Dormac launched the R300 million
facility in August 2016, the first ever new ferroconcrete dock
to be brought into use in Africa.
Wider economic spin-offs
The dock has created substantial docking opportunities for the
Port of Durban and increased the market share for the South
African ship-repair industry, currently estimated at R1 billion.
Employment and skills development
The business created 80 new direct jobs and requires a ready
supply of additional skilled labour. Dormac has already
launched the Accelerated Artisan Training Programme
(AATP) for 33 apprentices, who will work on the dock. This
is an engineering training programme with a traditional
three-year training period.

“At Southey, we share a similar entrepreneurial ethos with Metier and have formed a strong
partnership. The benefit of an investment by a private equity firm is that, compared with other
forms of funding, it introduces hands-on expertise. The right private equity partner helps
businesses re-evaluate every aspect of their operations in order to maximise value for all
stakeholders.”– Barry Wickins, CEO: Southey Holdings
SAVCA 2017 CASE STUDY COMPENDIUM
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Tracker

Company: Tracker Connect (Pty) Ltd (Tracker)
Investor: Actis
Year of investment: 2011
Investor shareholding: Consortium owns > 90%
Sector: Telematics
Type of investment: Management buyout
Employees: 1 500 (August 2016)
Number of subscribers: 1 million (August 2016)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•
•

•

Continue to strengthen the core market segment –
Stolen Vehicle Recovery (SVR) – and combat car theft
and hijackings
Increase penetration into fleet management services
Develop new and innovative products and services with a
strong technical focus
Introduce new channels that give Tracker direct customer
contact and allow it to create solutions that better meet
customer needs
Use data insights to provide value adding services and
products

COMPANY DESCRIPTION
Tracker is Africa’s leading SVR business and a major provider
of data analytics solutions for the consumer vehicle and fleet
telematics industries, with over one million active subscribers.
Since it was founded 20 years ago, Tracker has transformed
the way the automotive industry maximises safety, security,
savings, convenience and efficiency.
Today, behavioural, contextual and other driving telematics
data is analysed using proprietary algorithms to provide
intelligence that enables Tracker to offer a range of data-driven
products and services beyond SVR, aimed at improving
personal auto ownership and fleet operational efficiency.
The proprietary telematics database is constantly growing
and enables Tracker to provide its customers and industry
partners with continuously enhanced and innovative
solutions to improve the vehicle ownership experience. The
top-tier management team is highly regarded globally and
continues to drive growth and innovation at Tracker.
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THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Tracker’s more than 40% share of the consumer market,
long-term contracts, a recurring-revenue model, predictable
earnings and strong cash flow made it an ideal private
equity candidate. Actis saw potential for growth in the
core consumer stolen vehicle recovery market and the
underpenetrated fleet management market. The business
took advantage of improved technology by installing
connected devices in vehicles and innovating its products
and systems. Enhanced connectivity created significant
data, which allowed for the creation of supplementary value
adding services for customers and other users of data, such
as insurance companies and retailers.
As the current private equity owners near their planned
exit, Tracker remains on a strong growth trajectory with
an unrivalled market leadership position and continued
strategic focus on innovation around technology, data and
connectivity.

Black economic empowerment (BEE) initiatives
During private equity ownership, Tracker improved from a
level 8 to a level 2 contributor under the South African BEE
Codes. At investment, Actis partnered with the Mineworkers
Investment Corporation, which became a 30% BEE
shareholder. The Consortium worked with management to
introduce a five-year plan to improve employment equity.
In addition, enterprise development is key to Tracker
and the company has established black businesses such as
fitment centres and panel beaters. Tracker supports these
businesses in gaining scale and becoming more sustainable.
Job creation and skills development
Since 2011, Tracker’s staff complement has increased from
1 300 to 1 500 today. Staff members are trained regularly
and call centre agents, the main interface to customers, are
trained through highly specialised programmes to ensure
customer needs are met.

“The private equity consortium has been highly supportive of Tracker in pursuing new growth
avenues and has balanced the support with a disciplined focus on resource and capital
allocation. This discipline is now well engrained in the business and will serve it well going
forward. Actis has played an active role in enhancing the senior management team and I feel
privileged to be leading a team of this calibre.” – Wayne de Nobrega, CEO: Tracker
THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Addressing South African social challenges
Tracker has introduced several initiatives aimed at addressing
social issues in South Africa. It has partnered with Metro
FM and the Department of Basic Education on the ‘Tracker
Men in the Making’ initiative, which is aimed at positively
influencing grade 10 to 12 boys and drawing them away from
lives of crime.
The Trac Mobile Laboratory addresses the maths and
science challenges faced by South Africa’s schools. Tracker
has partnered with the University of Stellenbosch to enable
and encourage learners at five schools to enter science,
engineering and technology careers by providing them with
mobile and fixed science laboratory facilities.
The Tracker-SAPS Bursary Scheme provides education
support to children of police officers, who have been killed in
the line of duty. To date, the bursary scheme has produced
30 graduates and is currently sponsoring 42 students.

New markets and products
Since Actis’s investment in 2011, Tracker has gained access
to new markets, including Nigeria, Angola and Kenya, and
today Tracker distributes its products in these regions with
local partners, thereby supporting local business.
In this time, Tracker also diversified its revenue stream
beyond traditional SVR and fleet management. In addition
to its core consumer and fleet management services, it
provides roadside assistance, data-driven products and
services, amongst other value added services.

Governance measures to amplify efficacy of private equity
In addition to continued support of the governance
framework, the Actis-led consortium set up the Social,
Ethics & Transformation committee. This committee
enables shareholders to partner with management to drive
societal change through CSI programmes, black economic
empowerment, HR and ESG reporting, thereby amplifying
the effectiveness of the private equity role.
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Tsebo Solutions Group

Company: Tsebo Solutions Group (Tsebo)
Investor: Rockwood Private Equity
B-BBEE Investors: Nozala Investments, Lereko
Investments
Other Investors: Management
Year of investment: 2007
Year of exit: 2016 subject to CPs
Sector: Services - facilities management solutions
Type of investment: LBO / Growth
Enterprise value: R5.35 billion
Turnover: R6.4 billion (2016)
Turnover growth: 27% (2016)
EBITDA: R508 million (2016)
EBITDA growth: 44% (2016)
Employees: 34 000 (from 10 000 in 2007)

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

•
•

Launch of new service lines such as cleaning, security,
energy maintenance, and hygiene and occupational
health services
Concluded numerous successful bolt-on acquisitions in
all service lines
Expanded footprint in Africa via the acquisition of
Allterrain Services (ATS), which led to Tsebo’s expansion
into 12 additional countries in Africa, as well as
acquisition of Servco, which led to market leadership in
Mozambique
Facilitated B-BBEE level 1 accreditation under the new
B-BBEE codes
Transformation of Tsebo’s corporate governance risk
management and control framework to reflect global
best practice

COMPANY DESCRIPTION
Established in 1971, Tsebo is a leading provider of
catering, facilities management, cleaning and security
services throughout Africa and the Middle East. It provides
facilities management, remote camps, catering, cleaning,
protection, hygiene, procurement, energy management
and business support services for its clients. The company
has established offices in 23 African and Middle Eastern
countries. Its 34 000-strong employees service more than 7
000 client sites within Tsebo’s operational footprint.

THE COMPANY AS AN
INVESTMENT OPPORTUNITY
Tsebo’s long-term contracts, low capital expenditure
and high cash conversion represented a compelling
investment opportunity for Rockwood. In addition, the
unsaturated and fragmented nature of the local facilities
management and catering markets allowed Tsebo to
become a comprehensive outsource service provider and
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to achieve significant sustainable competitive advantage,
especially given its economies of scale and reputation.
Tsebo has the ability to win significant Pan-African
contracts and maintain long-standing relationships
with clients such as Barclays, Vodacom, Standard Bank,
Microsoft, Eskom and BMW. The company’s strong BEE
credentials also provide a key competitive advantage,
uniquely positioning the company to tender and win
large-scale government and private sector contracts.

THE IMPACT OF THE
PRIVATE EQUITY PARTNERSHIP
Major expansion, larger footprint, increased EBITDA and
sustainable job creation
Since investment, successful bolt-on acquisitions and the
expansion of various product offerings have seen Tsebo’s
EBITDA increase from R125 million at acquisition in 2007 to
R508 million in 2016.
Rockwood supported Tsebo’s highly aggressive growth
in the cleaning sector through the acquisition of various
cleaning companies. This has elevated Tsebo from a minor
position in the market to number three.
Additional support provided by Rockwood resulted in
Tsebo’s market entry and growth in the security sector, once
again through acquisition. The group has since established
a national presence under one brand and currently holds a
solid mid-market position.

Employment development
Some of the initiatives implemented by Tsebo to achieve the
Level 1 rating included the expansion of existing learnership
and apprenticeship programmes for black staff; the
promotion of employment for the youth; the implementation
of programmes for unemployed and disabled candidates
and upskilling them for formal employment; the acceleration
of development programmes for black middle managers;
the implementation of a large-scale e-learning programme
for all junior staff; the implementation of a massive supplier
development programme; and the harnessing of the Tsebo
Foundation to support emerging small suppliers.
Corporate governance impacts
Rockwood was instrumental in guiding Tsebo’s adoption
of best practice global corporate governance, particularly
relating to control, reporting, tracking and visibility. Tsebo’s
Social Ethics Transformation Committee and Audit & Risk
Committee oversee the Group’s alignment to global Codes of
Good Corporate Governance on responsibility, accountability,
fairness and transparency; the UN Global Compact Principles
on human rights, labour, environment and corruption; and the
country’s legislation and industry charters.
In addition, Tsebo was encouraged to implement
quantitative and qualitative measurements of its corporate
governance impacts.

“With the support of Rockwood, we concluded several strategic acquisitions and significantly
increased our footprint throughout Africa and the Middle East. The BEE level 1 accreditation,
which Rockwood also supported us with, has afforded us a substantial competitive edge.”
– Royce van der Zwan, Group Marketing Director: Tsebo
The consistent growth has delivered sustainable job
creation, with the organisational head count increasing from
10 000 to 34 000 over the past ten years, with 90% of these
employees being unskilled and semi-skilled.
Rockwood also supported Tsebo in successfully competing
for the African component of global marketplace bids,
which it had not done before. To date, Tsebo has been
successful in five out of six bids with leading global
multinational brands.
With investment from Rockwood, Tsebo concluded the
transformational acquisition of ATS, which resulted in the
group expanding its footprint from 11 to 23 countries, making
it a truly pan-African operation and boosting its capacity to
service customers across the continent and the Middle East.
The merging of the two entities resulted in the sharing of
intellectual property, customer support, skills transfer and
training, and the introduction of more advanced technical
solutions.
Achievement of Level 1 B-BBEE rating
Historically, Tsebo maintained a level 2 rating under the old
B-BBEE codes. When the Amended Codes were published in
2013, Tsebo became the first large corporate in South Africa
to achieve a level 1 rating, with over 50% black ownership
and over 30% black female ownership.

In every country of operation, Tsebo seeks to invest in local
economies through training, entrepreneurial development,
supplier engagement and local employment to fully integrate
with the fabric of the society.
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Urban Impact Properties

Company: Urban Impact Properties Limited (UIP)
Investor: Housing Impact Fund South Africa
(HIFSA)
Year of investment: 2016
Investor shareholding: Urban Impact Properties
(UIP) is 100% owned by the Housing Impact Fund
of South Africa (HIFSA). HIFSA is South Africa’s
largest affordable housing fund with c. R9.15
billion committed to affordable housing projects
across the country. The Fund Manager for HIFSA
is Old Mutual Alternative Investments.
HIFSA is a closed fund, with the following
investors:
54%: Old Mutual Life Assurance Company South
Africa
33%: Development Bank of South Africa
11%: Government Employees Pension Fund
(managed by the PIC)
2%: Eskom Pension Fund
Sector: Real Estate Investment
Type of Investment: Equity and Debt
Enterprise Value: c. R2.6 billion (30 September
2016)
Employees: None
Employee Growth: UIP does not have any
employees. All the staff are employed within the
property companies in which UIP invests

INVESTMENT IMPACT HIGHLIGHTS
•

•
•

Invests in and lends to property companies that
hold portfolios in affordable residential rental property
investments
Provides housing units targeting household incomes of
under R20 800 per month
UIP currently has investments in approximately 5 000
houses and apartments located in urban and suburban
areas around South Africa. The company is also invested
in 10 000 student beds located nationwide

COMPANY DESCRIPTION
UIP provides debt and equity finance to companies that
specialise in the provision and management of affordable
rental housing throughout South Africa. The company has
the dual mandate of providing a good risk-adjusted return
to investors, and increasing and improving the housing
stock in the affordable market.
UIP currently has eight partners it has invested with and
the portfolio has a geographical bias towards Gauteng.
Geographical Spread - Current

10%
12%
2%
54%
17%
3%
4%

Eastern Cape
Pretoria
Bloemfontein
Greater Johannesburg
Cape Town
Durban
Mpumalanga

The portfolio is roughly equally spread between inner
city (urban) accommodation, decentralised (suburban)
accommodation and student accommodation.
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Typology Mix - Current

26%
40%
33%
1%

Urban
Suburban
Student
Commercial

It has a good mix of accommodation types.

THE COMPANY AS
AN INVESTMENT OPPORTUNITY
Traditionally, institutional property investors have focused
on commercial and industrial real estate while neglecting
residential real estate, as an investment opportunity. UIP has
taken a long-term investment view of the residential property
market. It has been established to hold all of HIFSA’s current
and future debt and equity investments in various residential
rental property companies.

several under-utilised buildings therefore contributing
to the upliftment of inner city areas. Each of the property
companies adopt their own corporate social responsibility
initiatives. UIP has done this while also striving to make all
of its property investments compliant with the International
Finance Corporation’s EDGE (Excellence in Design for
Greater Efficiencies) standards which target 20% savings in
energy consumption, water usage and embodied energy.
Corporate governance structures implemented
UIP’s board, in conjunction with its advisor OMAI, actively
manages the UIP investment portfolio. In this capacity, UIP
appoints non-executive directors to the board of its investee
portfolio companies and strives to ensure that these boards adopt
corporate governance best practice and create sub-committees
where appropriate: to adopt professional management of bank
accounts with separation of duties; to adopt appropriate risk
control measures; to provide monthly management accounts
with performance statistics and confirmation of compliance
with lender covenants; and to ensure portfolio companies are
audited annually within three months of year end.
UIP also provides strategic input to the boards of the
investee companies on such matters as portfolio composition,
risk management and investment assessment.

“Our equity investors had the vision to provide long-term funding to an asset class that
was, at the time, relatively neglected. They recognised the opportunities for growth in a
sector which addresses a national imperative to provide affordable rental accommodation
at a substantially reduced cost. They also encouraged UIP to support excellent residential
property managers.” – Ian Mason, Director: UIP
In addition to the investment from HIFSA, UIP has geared
its portfolio with a debt facility arranged by Nedbank.
Because UIP typically provides 70% to 80% debt funding
to its property companies, and provides 50% or more of
the required equity, its earnings comprise a combination of
interest and dividend income.
The property companies undertake the property and
tenant management.
UIP (as at 30 September 2016) has invested R2.6 billion into
the various property companies, committed a further R1.3
billion and has a further R640 million under consideration,
and has the funding and pipeline to grow the business to
over R6 billion.

THE ROLE OF PRIVATE EQUITY
Provides much-needed affordable housing while also
recognising environmental issues
UIP’s mandate is to invest in new or refurbished housing
units aimed at the affordable market. The investment in
rental accommodation enables those households, which
cannot afford or do not qualify to buy their own home,
access to professionally managed, quality housing. Rental
accommodation also addresses the fact that many South
Africans choose to rent rather than buy a home. Most of the
units offer security, access control and community facilities,
all in a clean and well-managed environment.
UIP has met its mandate by facilitating the renewal of

Develops skills and creates jobs
UIP’s investee property companies each provide focused
skills and technical training to their teams to ensure that their
businesses retain their competitive advantage in the market.
They also provide sustainable work during the construction
and development/refurbishment phase of a residential
rental development. Ongoing employment is created for
skilled artisans, caretakers, security staff, cleaners, gardeners,
administrators and portfolio managers required to manage
the daily requirements of rental assets.
Expansion nationally
UIP continues to provide affordable rental accommodation
throughout South Africa in both inner city and decentralised
(suburban) locations. It has recently raised substantial
additional capital to expand its portfolio and has the capacity
to raise more.
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Acronyms
AAF

African Agriculture Fund

AATP

Accelerated Artisan Training Programme

AIIF2

African Infrastructure Investment Fund 2

AIIM

African Infrastructure Investment Managers

ATS

Allterrian Services

B-BBEE

Broad-Based Black Economic Empowerment

BEE

Black Economic Empowerment

CAGR

Compound Annual Growth Rate

CFO

Chief Financial Officer

CPI

Consumer Price Index

CSI

Corporate Social Investment

CSR

Corporate Social Responsibility

DTI

Department of Trade and Industry

EBITDA

Earnings Before Interest, Taxes, Depreciation and Amortisation

ERP

Enterprise Resource Planning

ESG

Environmental, Social and Governance

FMCG

Fast Moving Consumer Goods

GDP

Gross Domestic Product

HIFSA

Housing Impact Fund of South Africa

IDC

Industrial Development Corporation

IFS

International Facilities Service

IP

Intellectual Property

IT

Information Technology

KIEF

Kagiso Infrastructure Empowerment Fund

LBO

Leveraged Buy-Out

MerSETA

Manufacturing, Engineering and Related Services Sector Education and Training Authority

MIS

Management Information Systems
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MNOs

Mobile Network Operators

OEM

Original Equipment Manufacturer

OHS

Occupational Health and Safety

OMAI

Old Mutual Alternative Investments

PC

Portfolio Company

PE

Private Equity

PIC

Public Investment Corporation

POP

Path out of Poverty programme

QSR

Quick Service Restaurants

SA

South Africa

SADC

Southern African Development Community

SAIF

South African Infrastructure Fund

SANRAL

South African National Roads Agency

SAPS

South African Police Service

SATRC

South African Toll Road Company

SBU

Strategic Business Unit

SKU

Stock Keeping Unit

SVR

Stolen Vehicle Recovery

UAE

United Arab Emirates

UCT

University of Cape Town

UIP

Urban Impact Properties

UK

United Kingdom

UN

United Nations

US

United States

USSD

Unstructured Supplementary Service Data

VAS

Value Added Services

VC

Venture Capital
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CEOS OF INVESTEE COMPANIES DESCRIBE
THEIR EXPERIENCE WITH PRIVATE EQUITY
“Our private equity partner plays a strategic role through its expertise
and experience in the corporate and organisational structure of the
concession. Our partner informs the project in the areas of traffic
engineering and toll road operations, and plays an oversight function in
the areas of project finance, hedging, procurement, risk management,
corporate governance and social responsibility. It has supported the
project in leveraging funding through debt markets and strategic
profiling of project cash flows.”
– Graeme Blewitt, CEO: Bakwena Platinum Corridor Concessionaire
“It is one thing to give money. It is entirely another matter to
provide the skills and guidance with governance and financial
controls that will enable the company to be structured
appropriately in order for it to go to the next level of growth.”
– Avril van der Rheede, Owner and Founder: Eagle Towers SA

“The investment ultimately allowed us to reposition
ourselves as an essential service provider to our
former competitors, while the associated expansion
capital proved critical in realising MobiPay’s strong
revenue growth potential.”
– Claus Deckenbrock, CEO: MobiPay
“4Di has been a valuable sounding board
many times over the years. The team has
always been supportive and has helped
me make better decisions.
It’s a relationship I’m truly grateful for.”
– Anli Kotzé, CEO: BetTech Gaming

“At Southey, we share a similar entrepreneurial
ethos with Metier and have formed a strong
partnership. The benefit of an investment by a
private equity firm is that, compared with other
forms of funding, it introduces hands-on expertise.
The right private equity partner helps businesses
re-evaluate every aspect of their operations in order
to maximise value for all stakeholders.”
– Barry Wickins, CEO: Southey Holdings

“In addition to bringing in intellectual capital,
VPB Namibia has brought in much-needed
financial and governance expertise, thus
proving its worth as a value adding partner.”
– Dr T Iithete, Managing Director:
Ongwediva Medipark Hospital

“We have benefitted from IDF’s professionalism and
forward-thinking approach from the moment the firm
stepped in and agreed to back us. IDF provides important
strategic and business support to Emfuleni.”
– Mochele Noge, CEO: Emfuleni Voerkrale

“Our equity partner put robust structures and systems in place.
Their financial backing allowed us to grow without having to
go through the lengthy process of applying for bank financing.
Acorn’s input has also meant that Grassroots could pursue the right
expansion opportunities at the right time. Acorn did not interfere
with the DNA of the business, allowing management to operate in
a structured but still very entrepreneurial environment.”
– Rikus Muller, CEO: Grassroots Group

“The private equity consortium has been highly supportive of Tracker in pursuing new growth avenues and has balanced
the support with a disciplined focus on resource and capital allocation. This discipline is now well engrained in the business
and will serve it well going forward. Actis has played an active role in enhancing the senior management team and I feel
privileged to be leading a team of this calibre.” – Wayne de Nobrega, CEO: Tracker
“IFS has been quickly transformed into a customer-focused,
efficient and highly competitive business whilst still retaining the
entrepreneurial spirit that was a key part of its DNA. This complete
transformation of the company was initiated and supported by the
private equity investors.” – Chris Wells, CEO: IFS

“Without the patient capital of the IDC that, as a state-owned
institution, can extend its investment horizon, Lodox would simply
not have survived, despite having an excellent product. The IDC
provided both the initial funding and subsequent restructuring of
debt and additional capital that have got us to the point where we
are today.” – Pieter de Beer, CEO: Lodox Systems
“We are excited by the African Agriculture
Fund’s investment into the business as this will
help support expansion plans across the group.
We believe that, with this funding, Meridian
will be well-positioned to meet the increasing
demands for fertiliser in sub-Saharan Africa.”
– Andy Watt, Director: Meridian Group

“Innovative value creation and connecting
the dots through partnerships with our
people, customers, suppliers, partners
and communities, is what drives Libstar.”
– Andries Van Rensburg, CEO: Libstar

“We went through a very tough time in the
beginning and I think Ethos Private Equity’s
support helped the company tremendously.
It changed the whole profile of the company.”
– Seaweed McFarlane, CEO: Plumblink

“With the support of Rockwood, we concluded several
strategic acquisitions and significantly increased our
footprint throughout Africa and the Middle East. The BEE
level 1 accreditation, which Rockwood also supported us
with, has afforded us a substantial competitive edge.”
– Royce van der Zwan, Group Marketing Director: Tsebo

“Our equity investors had the vision to provide long-term funding to an asset class that was, at the time, relatively
neglected. They recognised the opportunities for growth in a sector which addresses a national imperative to provide
affordable rental accommodation at a substantially reduced cost. They also encouraged UIP to support excellent
residential property managers.” – Ian Mason, Director: UIP
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BEYOND THE OBVIOUS

AN AfrIcAN PersPectIve
TRUE OPPORTUNITY LIES IN THE ABILITY TO SEE WHAT OTHERS MAY OVERLOOK
If you’re looking for alternative investment opportunities on the African continent, you need a skilled team that digs deeper, going beyond
the obvious to find the right deals that can generate higher returns. It’s this non-obvious approach, combined with the right experience
and depth of expertise that makes us the largest alternative investment manager in Africa.

www.oldmutualalternatives.com

Infrastructure | PrIvate equIty | ImPact funds

Old Mutual Alternative Investments (Pty) Ltd is a licensed financial services provider, FSP No 45255, approved by the Registrar of Financial Services Providers (www.fsb.co.za) to provide advisory and/or intermediary
services in terms of the Financial Advisory and Intermediary Services Act 37, 2002. Old Mutual Alternative Investments (Pty) Ltd is a wholly owned subsidiary of Old Mutual Investment Group Holdings (Pty) Limited
and is a member of the Old Mutual Investment Group. Contractual rights and obligations of investors are set out in the relevant investor agreements and or mandates. Unlisted investments have short term to
long term liquidity risks and there are no guarantees on the investment capital nor on performance.Market fluctuations and changes in exchange rates as well as taxation may have an effect on the value, price, or
income of investments and capital contributions. Since financial markets fluctuate, an investor may not recover the full amount invested. Past performance is not necessarily a guide to future investment performance.

THE
A LT E R N AT I V E
ADVANTAGE
Fo r 3 2 y ea r s , E t h o s h a s a n
unparalleled track record
of sustainable, superior
investment returns.
Specialising in private
equity and credit investments,
Ethos was instrumental
in establishing the asset class
in the sub-Saharan region,
with a particular focus on the
South African market.
Th e f i r m ’s u n i q u e u n d e r s t a n d i n g
of these regions sets it
apart as a reliable and
committed partner in successful
investment across economic
and political cycles.

An Authorised Financial Services Provider.

WWW.ETHOS.CO.ZA

