SESFIKILE ESG POLICY
Environmental, Social and Governance

We at Sesfikile Capital take our fiduciary duty to our
client investors seriously and act in the sole interest
of our clients.

In addition, Sesfikile Capital supports the South African
Code for Responsible Investing (CRISA). Sesfikile Capital
supports the principles set out in CRISA, which stresses the
importance of integrating sustainability issues, including

We recognise that Environmental, Social and Governance

ESG into long term investment strategies and gives guidance

(ESG) factors play an important role in assessing the long-

on how the institutional investor should execute investment

term sustainability of investments. Accordingly, we believe

analysis and investment activities and exercise rights so as

that the integration of ESG factors into our investment

to promote sound governance.

process is a crucial step and will ultimately lead to increased
We have integrated ESG factors into our investment

value and lower risk for client portfolios.

processes, stewardship practices and into the management
Sesfikile Capital is a signatory to the United Nations’

of our own company in a manner that is consistent with

Principles

an

our investment strategy, the interests of our clients and

international network of investors working together to put

stakeholders and the principles set out in CRISA and UNPRI.

the six Principles for Responsible Investment into practice.

Subject to the mandate, Sesfikile Capital will not explicitly

Its goal is to understand the implications of sustainability

screen out or exclude any companies due to ESG factors. The

for investors and support signatories to incorporate these

only exception would be where there are concerns around

issues into their investment decision making and ownership

a significant lack of corporate governance in a potential

practices.

investee company and where, in Sesfikile Capital’s view, it is

for

Responsible

Investment

(UNPRI);

unlikely that we would be able to influence management of
the potential investee company to improve their corporate

THE SIX PRINCIPLES ARE AS FOLLOWS:
•

We will incorporate ESG issues into investment analysis
and decision-making processes.

•

governance. For all other ESG factors, Sesfikile Capital
includes these in the rating and valuation of the relevant
investment, rather than assigning a specific ranking for

We will be active owners and incorporate ESG issues

companies comparing their ESG merit.

into our ownership policies and practices.
•

•

•

We will seek appropriate disclosure on ESG issues by

All investment team members are aware that ESG factors

the entities in which we invest.

must be considered in the valuation process and are therefore

We will promote acceptance and implementation of the

responsible for ensuring that the ESG considerations

Principles within the investment industry.

relevant to a particular company are included in their long-

We will work together to enhance our effectiveness in
implementing the Principles.

•

We will each report on our activities and progress

towards implementing the Principles.

term valuation of a company. As Sesfikile Capital rigorously
applies

our

investment

methodology

of

capitalising

forward distributable earnings by a fair exit yield, ESG is
incorporated into our exit yield and hence will be implicit in
every investment decision that Sesfikile Capital makes.

Forward DPS / Exit yield = Target price
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The Head of Research and portfolio managers oversee

affairs are being managed in an ethical, transparent and

this process and the implementation of this policy in the

disciplined manner, considering prudently determined risk

investment process and decision-making.

parameters, thereby over time optimising the return to
clients’ and shareowners’ wealth, while ensuring sustainable

We will consistently and proactively engage management

success and protecting client interests. This philosophy is

on a number of ESG issues throughout the year, not only at

based on transparency, accountability and responsibility.

time of particular corporate events, so that management has
sufficient time to address these concerns. Our overriding

In order to ensure that we conduct our affairs according

principle is that constructive pre-emptive engagement and

to the highest standards of corporate governance and

rectification is a far preferable outcome for all stakeholders

to protect the interests of our investors, our approach

over formulaic voting at general meetings.

to shareholder activism and proxy voting, draws on the
appropriate elements from King and incorporates the

Sesfikile Capital is authorised to exercise voting rights
in respect of the holdings of the majority of

governance provisions of the Companies Act of 2008.

segregated

mandates where clients have specifically authorised Sesfikile

Sesfikile Capital is approved by the Financial Services Board

Capital to vote their holdings on their behalf. Sesfikile

as a discretionary financial services provider in terms of the

Capital will be an active shareholder and apply its Proxy

Financial Advisory and Intermediary Services Act of 2002

Voting Policy which requires it to vote on resolutions for all

and is required by regulation to comply with a number

international holdings and to vote on all domestic holdings

of conditions that are intended to safeguard our client’s

regardless of the size of these holdings.

investments. Included in these requirements is the need for
an annual audit report by the external auditors, reporting

Investee companies that are not sufficiently transparent or

specifically on the adequacies of the control environment.

that do not provide adequate disclosure and reporting of the

The Compliance Officer is also required to submit two FAIS

manner in which they are applying ESG considerations and/

Compliance Officers reports to the FSCA on an annual

or are achieving corporate governance in their organisations

basis, providing a detailed review of the compliance and risk

will be engaged to ensure they provide integrated reporting

status of the business.

which provides the necessary level of reporting on these
matters. Where companies we engage with fail to improve

Sesfikile

their standard of disclosure, we will exercise our rights of

environment is overseen by its Compliance and Risk Officer

Capital’s

corporate

governance

and

control

ownership at the AGM in an appropriate manner to drive the

and overseen by its external auditors. The Sesfikile Capital

required change. Given the differing nature of companies

Investment Team approves and monitors equity investments.

underlying business, appropriate disclosures will differ from
a company to company basis. This supports our approach

Sesfikile Capital has its own Code of Conduct, which

of dealing with ESG on an individual case by case basis

covers business principles, ethics, conflicts of interests,

managed by the relevant analyst.

personal account dealing rules amongst others. This Code
has been modelled on CFA Institute standards, which are
acknowledged to be the best in global practice.

CORPORATE GOVERNANCE
Sesfikile

Capital

endorses

the

Code

for

Responsible

INTRODUCTION

Investment in South Africa (CRISA) and is a signatory to the

A well-governed, sustainable and responsible company

Principles for Responsible Investment (PRI).

meets high standards of corporate governance and operates
in the best interests of shareholders and stakeholders.

PROXY VOTING POLICY
We are dedicated to the highest standards of corporate
governance and we are therefore committed to good

The King IV Code on corporate governance strongly recommends

corporate

that shareholders become actively involved in the way companies

citizenship

and

organisational

integrity

in

directing, controlling and the stewardship of affairs.

are governed. Shareholders have the power through voting rights
to influence the management of a company. Actively exercising

This commitment to an open governance process provides

these rights through active ownership activities is an effective

stakeholders with the comfort that Sesfikile Capital clients’

way of enhancing portfolio value.
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As responsible investor and fiduciary we are obliged also to

to determine the company’s strategy, implement its values;

exercise our clients’ voting rights in their best interest. This

ensure that practices and procedures are in place to protect

is achieved by our dedicated uniform and transparent Proxy

its assets and reputation; evaluate strategy and policy

Voting Guidelines.

implementation; monitor performance and business plans
and lastly identify key risk areas and ensure the effective

PROXY STATEMENTS

management of these.

The attributes that our proxy voting guidelines aim to
promote are long-term value creation, accountability of

COMPOSITION AND INDEPENDENCE OF THE BOARD OF

management to investors, stakeholders and the regulators,

DIRECTORS

and financial, social and environment sustainable companies.

The most prevalent board structures are the unitary board
structure composed of both executive and non-executive

Sesfikile Capital examines each resolution offered and the

directors, and the two-tier board structure comprising an

context in which it applies. We therefore do not automatically

executive management board as well as a non-executive

vote in favour of proposed resolutions and there may be

supervisory board.

rare instances in which clients’ shares may not be voted in
strict adherence to these guidelines. We will also not vote in

One of the most fundamental sources of good governance

strict accordance with these guidelines if we receive specific

is independence. Accordingly, the Board should comprise

instructions to the contrary from our clients.

a balance of executive and non-executive directors, with a
majority of non-executive directors, of whom a sufficient

On occasions, new issues may arise which are not covered

number should be independent of management so that

by these guidelines. In such cases we will evaluate these

shareowner interests (including minority interests) can be

proposals against the spirit of good corporate governance

protected.

as outlined in King IV, the Companies Act of 2008 and best
international practice.

An independent director, in our view, essentially is a
director with no significant ties to the company, such as a

We engage with investee companies on matters of

major client, customer, supplier or shareholder or has not

responsible

appropriate

worked recently for the company. The cooling-off period for

and aligned with our objective of ensuring long-term

former executives of the company, its affiliates, predecessor

sustainability for our clients and society. We believe in

or acquired entities, general or limited partner of a joint

collaboration with investee companies by engaging with

venture or partnership, or relative of such former executive

management to encourage companies to think about their

is normally three years.

business

practices.

This

is

approach to ESG issues, with the purpose of improving
overall sustainability of companies.

We will generally support shareholder proposals that request
the Board to be comprised of a majority of independent

Sesfikile Capital is adamant that decisions and dates for

directors.

decisions should be adhered to and the timeframes should
be sufficient for Sesfikile Capital to apply a fiduciary

INDEPENDENCE OF THE CHAIRPERSON

standard to the consideration of the decision at hand.

It is good corporate governance practice that a director who
is both independent and non-executive holds the position of
Chairperson. It is highly preferable that the same person does

PROXY VOTING GUIDELINES

not act as Board chair and CEO to support the concept that
the Board will represent the interests of the shareholders,

BOARD OF DIRECTORS

not management. An independent Chairperson is one of the

The Board of directors is responsible for the overall

primary mechanisms, which maintains Board independence.

governance of the company. The Board represents all

Furthermore, this will ensure that no one person has all the

stakeholders, including but not limited to shareholders and

authority to make decisions unilaterally. King IV recommends

employees. The Board will delegate certain of its functions

that a chairperson should preferably be an independent

to a management team to ensure the companies long term

non-executive director.

success. It must be noted that the Board retains the overall
responsibility over management and have a duty to monitor

We will generally vote for proposals splitting the position of

management performance. The Board’s key functions are

Chairperson and Chief Executive Officer. We will however
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normally vote against the appointment of non-independent

•

Remuneration Committee - the Remuneration committee,

Chairperson. In cases of smaller companies where the

consisting entirely or mainly of independent non-

executive office is small, we may acknowledge the need for

executive directors, should make recommendations to the

one person to fill both roles, but this should be the exception

Board within agreed terms of reference on the company’s

rather than the rule. Furthermore, we will vote against the

framework of executive remuneration and to decide

re-election of the chairman in instances where the chairman

specific remuneration packages for each of the executive

has held a position for a significant period (greater than 7

directors. This is ultimately the responsibility of the Board.

years) or was previously the Chief Executive Officer.

An independent director must chair this committee. In
order to obtain his or her opinion on the remuneration

BOARD SIZE

of the other executives, the committee should consult

The number of directors on a Board is important for

the chief executive officer, who may attend meetings by

Board effectiveness. The Board should be large enough to

invitation. However, a chief executive should play no part

adequately perform its responsibilities without being too

in decisions regarding his/her own remuneration.

large that it becomes cumbersome. Boards should consist

•

Nominating Committee - the Nominating committee should

of between 5 and 15 directors, depending on the type and

identify the Board’s need for new or additional directors

size of the company.

and skill sets, and then recruit, nominate, and orientate new
directors. The committee should also assess the need for

We will generally vote on a case by case basis when the
number of directors is outside this guideline or on proposals
that seek to change the size of the Board.
DIVERSITY OF THE BOARD
King IV recommends that South African companies consider
the country’s demographics in deciding the composition of
the Board and that every Board should consider whether its
diversity and demographics makes it effective. We believe
that well-governed companies benefit from a wide diversity

certain skills on the Board that may be lacking.
•

Risk Committee - King IV states the Risk committee should
assist the Board in reviewing the risk management process
and the significant risk facing the company.

•

Social and Ethics Committee – the Companies Act, 2008
and regulation 43 (2) states that every state-owned
company and certain listed public companies is required
to have a Social and Ethics Committee. The Ethics
committee will report to the board.

of perspective and background on their Boards. We will
therefore encourage efforts to increase the diversity of

The Chair and committee members should all be independent

Boards.

directors.

We will generally vote to support demographic alignment in
Board nominees if the Board does not include persons from
previously disadvantaged backgrounds and women thereby
not reflecting the country’s demographics. We will vote for
shareholder proposals that ask the company to take steps
to increase its diversity or for proposals asking for reports
on Board diversity.

We will vote for shareholder proposals that request that the
Board Audit, Remuneration, Risk, Nominating Social and
Ethics committees include independent directors. Sesfikile
Capital will support proposals to establish any or all of the
above committees. However, should a company not have an
independent remuneration committee we will vote against
the approval of director emoluments.

COMMITTEES OF THE BOARD
King IV states Board committees are an aid to assist the

NUMBER OF BOARDS WHERE CEO IS A DIRECTOR

Board and its directors in discharging their duties and

A CEO’s primary fiduciary responsibility is towards the

responsibilities.

company that they head. Generally, if they sit on more than
two other Boards, it could interfere with their fiduciary

•

Audit Committee - the Audit committee will be responsible

responsibilities.

for ensuring the accurate accounting and reporting of the
company’s financial performance, ensuring that adequate

While we will consider each director’s appointments

internal control measures exist, and overseeing the annual

separately, we will generally vote against the appointment

external audit of the company. Members should have

of a CEO if the individual sits on more than two other Boards.

relevant experience and the majority should be financially
literate.
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BOARD EFFECTIVENESS

skills or experience to fulfil their responsibilities

PERFORMANCE EVALUATION OF DIRECTORS AND BOARD
King IV recommends that a Board should evaluate its own
performance and that of its directors in accordance with the
strategic objections outlined in the corporate strategy of
the company.

TERM AND AGE LIMITS FOR DIRECTORS
South African best practice suggests that any term beyond
9 years for an independent non-executive director should
be subject to a particularly rigorous review by the board.
It has been suggested that many governance authorities
recommend a limitation on the length of service of a

Sesfikile Capital will support proposals to institute and

director for two reasons, namely (1) a concern that

develop performance evaluations for the Board of directors.

independent directors may lose their independence and the
external viewpoint that they were intended to bring to the
board if they remain on the board for an extended period,

ANNUAL ELECTION OF ALL DIRECTORS
The annual election of all directors is a necessary part of
maintaining accountability to shareholders and is seen as an
effective way to ensure that shareholders can make changes

and a concern that a long-serving directors’ contribution
and usefulness may wane or become less relevant to the
organisations future.

in the composition or control of the Board during periods of
deteriorating company or Board performance.

In

general,

Sesfikile

Capital

will

vote

against

the

reappointment of directors who have served for longer than
Sesfikile Capital will support proposals to elect all Board
members annually and to abolish staggered Boards.

9 years. However, this is decided on a case-by-case basis,
where factors such as contribution to board is considered.

NUMBER OF BOARD MEETINGS
Sesfikile Capital supports proposals requesting companies

DIRECTORS

to have at least four Board meetings a year.

ELECTION OF DIRECTORS
Votes on individual director nominees are made on a case by
case basis. Factors that King IV recommends which we consider

EXECUTIVE REMUNERATION

are:
•

•

Number of other Board positions held by directors. Generally,

King IV states that the levels of remuneration should be

directors should serve on no more than six Boards.

sufficient to attract, retain and motivate executives of

The frequency of attendance at meetings. Individual
directors should be expected to attend all meetings. A
director’s continued service should be reviewed if the
director does not attend at least 75% of Board meetings
without a compelling reason.

•

Directors should be individuals of calibre and credibility
and have adequate skills and experience at a minimum as
required by the Companies Act of 2008.

•

the quality required by the Board. We believe that any
remuneration plan should attempt to align the longterm interests of shareholders and employees with the
interests of management and directors. Performance
related elements of remuneration should form a substantial
portion of the total remuneration package of executives. We
believe in the philosophy of pay for superior performance in
executive compensation plans, whereby annual incentives
or bonuses would use defined financial performance criteria

There should be a transparent recruiting system for new

benchmarked against a disclosed peer group of companies.

directors.

In a South African context, achievement of Black Economic
Empowerment or transformation goals should also be

When deciding on the election for new directors, we will

included in key performance indicators for executives and

evaluate them against the criteria mentioned above.

form a significant portion of the incentivisation package.

•

We will vote against the appointment of directors who
We encourage all directors to be shareowners on the same

have missed 25% or more of meetings.
•

the

basis as minority shareholders. Executive remuneration

appointment of directors who do not have the necessary

packages should be transparent, and shareowners should

Sesfikile

Capital

will

generally

vote

against
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have the right to vote on any major share option scheme.

will vote against option plans that are 100% vested when

The remuneration plan should be developed and maintained

granted. Sesfikile Capital will generally support share

by the Remuneration committee. We support any proposals

incentive schemes where the underlying securities will be

requesting companies to disclose their remuneration of

issued at market value or a small discount. Options must be

their top management.

priced at a level that conforms to the pay-for-performance
principle. Where options are issued at a discount to market

INCREASED DISCLOSURE OF EXECUTIVE REMUNERATION

value, the maximum discount approved is 10%.

We are generally against proposals where the system
of performance measurement and remuneration is not

We will generally not support plans that allow the re-pricing

transparent and does not demonstrate how strategic

of share options or the reissue of out-the-money options.

objectives are factored in. We believe that there must be
sufficient disclosure to allow shareholders to determine and
monitor the pay and performance.

Plans that grant the Board broad discretion in setting
the terms and conditions of incentive programs are not
preferred. Sesfikile Capital will generally not support plans

PERFORMANCE BASED REMUNERATION

that allow employees to acquire shares or options with a

Executives should be compensated adequately for the

company-provided, interest free or low interest loan.

time and work required to fulfil their responsibilities.
However, directors’ remuneration packages should not
reward poor performance or provide greater compensation

CAPITAL STRUCTURE AND SHAREHOLDER RIGHTS

than warranted. If they do, Sesfikile Capital will generally
vote against proposals where executive remuneration is

INCREASING AUTHORISED SHARES AND SHARE ISSUES

considered excessive in relation to required input and

Sesfikile Capital recognizes that directors may need

company performance. Sesfikile Capital will vote against

the flexibility to issue shares to meet changing financial

unexplained

of

conditions, which may include supporting an acquisition or

poor performance. Sesfikile Capital supports companies

development or plans to restructure debt. The authorisation

obtaining

of additional shares should be motivated and used for

increases

independent

in

bonuses

opinions

during

periods

regarding

executive

legitimate business purposes only and be approved by

remuneration.

shareholders.
EMOLUMENTS OF NON-EXECUTIVE DIRECTORS
Sesfikile Capital will generally support non-executive

We will review proposals to increase the authorised share

emoluments if these are based on individual directors’

capital on a case by case basis. Sesfikile Capital will

contribution to the company’s performance, linked to actual

generally not support blanket authority to issue shares and

attendance of meetings and provided this is not excessive

prefer granting authority for issuance that are limited to 10%

compared to peers.

of shares at a maximum discount to VWAP of 5%.

SHARE OPTION INCENTIVE SCHEMES

SHARE REPURCHASES

Sesfikile Capital will review each remuneration plan with

Shareholders can benefit from share buy backs near

respect to share option schemes on a case by case basis.

or below book value but factors such as impact on

These schemes should be designed to provide incentives as

distributions, balance sheet strength and share liquidity

opposed to risk free rewards. Sesfikile Capital will generally

must be considered.

support proposals that call for a certain percentage of
director’s remuneration to be in the form of shares.

In

addition, we will generally support incentive plans that link
the granting of options, or the vesting of options previously
granted, to specific long-term fundamental performance
targets. Where the vesting of incentive schemes is related
to the passage of time, Sesfikile Capital would like to ensure

We will generally not support blanket authority to repurchase
shares. Sesfikile Capital will evaluate each proposal on a
case-by-case basis and will evaluate the following factors
prior to deciding.
•

more than 10% of share capital.

that the share incentive schemes only begin vesting after
a minimum of two years, but preferably three years. We
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•

not be more than 10% of 30-day VWAP.

remuneration from other services or the auditor clearly does

The impact on distributions - the company’s forward

not have the capacity or geographic reach to conduct the

yield should be above its funding costs or yield on

audit in an effective manner.

potential disposals,
•

Impact on NAV - the shares are trading near or below
book value.

•

EMPOWERMENT, BEE AND EMPLOYMENT EQUITY

Share liquidity - there will be no negative impact on

South Africa has an unfortunate history of social inequality

share liquidity.

and

imbalances.

Redressing

the

continued

unequal

distribution of ownership, management and control of
FINANCIAL STATEMENTS/REPORTS OF DIRECTORS AND

South Africa’s economic resources is crucial for the long-

AUDITORS

term survival of companies and the South African economy.

We will generally vote against the approval of financials

Companies should review empowerment issues; ensuring

if there is insufficient financial disclosure, material doubts

that proposals are always in favour of the business, that

concerning the accuracy of the audit report, or key audit

there is appropriate risk sharing and that it is in line with

matters are not adequately addressed by the external

the relevant Black Economic Empowerment (BEE) sector

auditors.

charter. Companies need to transform their workplaces at
all levels to ensure that they more accurately reflect the
country’s demographics. Companies should also adopt

APPOINTMENT OF AUDITORS
An annual audit is an essential requirement in a well
governed company and is one of the cornerstones of good
corporate governance. The external audit provides an
independent and objective check on the way in which the
financial statements have been prepared and presented
by the directors when exercising their stewardship to the
stakeholders. Auditor independence is vital to shareholders.

procurement policies, which foster BEE principles.

Sesfikile Capital will support resolutions encouraging the
above, improving diversity and equity in the workplace. We
will also support proposals asking companies to expand
on their reporting on their efforts to comply with the
Employment Equity Plan and BEE procurement policies and
plans.

Shareholders must be confident that they can rely on the
company’s annual financial statements and that the auditors
who produced the information have not been compromised.

CONFLICT OF INTEREST
Sesfikile Capital owes a duty of undivided loyalty to its clients.

Audit partner rotation is entrenched in South African law

The guiding principle motivating our entire business is to

through Section 92 of the Companies Act 71 of 2008, also

make client interests our top priority. Fund managers have a

with the objective of achieving auditor independence from

duty to put the interests of their clients over and above self-

companies. Section 92 of the Act enables an auditor or

interest. The fundamental relationship between Sesfikile

designated auditor of a company to serve as a company’s

Capital and its clients is one of trust; accordingly, our

auditor for five consecutive financial years. If an individual

reputation and integrity must always be beyond reproach.

has served as the auditor or designated auditor of a company
for two or more consecutive financial years, and then ceases

Where Sesfikile Capital exercises voting rights on behalf

to be the auditor or designated auditor, the individual may

of clients, it owes a duty to exercise the voting powers in

not be appointed again as the auditor or designated auditor

the best long-term interests of its clients. In exceptional

of that company until after the expiry of at least two further

circumstances where there is a variance in the vote from the

financial years.

Proxy Voting Guidelines, which could lend itself to potential
conflict of interest; Sesfikile Capital will immediately have

Sesfikile Capital will generally support the choice of auditors

discussions with our clients to determine how the proxy

recommended by the independent Audit Committee. Where

should be voted.

auditors are being changed, we will review the reasons
on a case by case basis. Sesfikile Capital will generally
vote against auditors if they are generating excessive
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ISSUES NOT SPECIFICALLY ADDRESSED
In developing our proxy voting guidelines, we have not
addressed various social issues. Nonetheless, they are
material issues that could positively or negatively affect
shareholder value and the long-term sustainability of the
company. Therefore, should our clients be concerned about
these issues we will develop appropriate voting policies.

CONTAC T:

E sescap @sescap.co. za .

|

@Sesfikile_C ap

|

www. sesfikilecapital.co. za

Boutique Collective Investments (RF) (Pty) Ltd (“BCI”) is a registered Manager of the Boutique Collective Investments Scheme, approved in terms of the Collective Investments Schemes Control Act, No
45 of 2002 and is a full member of the Association for Savings and Investment SA. Collective Investment Schemes in securities are generally medium to long term investments. The value of participatory
interests may go up or down and past performance is not necessarily an indication of future performance. The Manager does not guarantee the capital or the return of a portfolio. Collective Investments
are traded at ruling prices and can engage in borrowing and scrip lending. A schedule of fees, charges and maximum commissions is available on request. BCI reserves the right to close and reopen
certain portfolios from time to time in order to manage them more efficiently. Additional information, including application forms, annual or quarterly reports can be obtained from BCI, free of charge.
Boutique Collective Investments (RF) Pty Ltd retains full legal responsibility for the third party named portfolio.

