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INTRODUCTION

About the 2020/21 report:

« The State of Transformational Annual Report (SO0TAR)
serves as the sector’s transformational barometers and to
date it remains the most critical deliverable of the FSTC in
the context of the measurement of transformation within
the B-BBEE Framework.

« The purpose of the report is to profile the sector’s
progress, challenges and opportunities under the pillars of
the respective elements as contained in the FS Code

« The FSTC’s intention under the identified theme is to
foster meaningful discourse on the importance of the B-
BBEE Act and the FS Code for economic and social
redress.
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« Data collection and analysis was based on the progress of
financial institutions in implementing the provisions of the
Amended FS Code with measured entities submitting their reports
In line with the financial year-ends that fall between 01 December
2020 and 30 November 2021.

DATA;  The approved approach is on the basis of the FSTC reporting

M ETHODOLOGY frqmework, anchored by Section 5.3.4. of the B-BBEE Act and in
this regard, the 2020/2021 methodology adopted a mixed method

approach premised on quantitative and qualitative data analysis

through the submission of:

o B-BBEE Cetrtificates,

B-BBEE Scorecards; '

Sworn Affidavits,

Detailed data summary; and

CEQ’s Surveys ,

AND APPROACH
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The top financial institutions per sub-sector were
ranked against the backdrop that certain industries
are dominated by only a few big financial institutions
and was considered through leveraging on reputable
rating agencies and research institutions renowned for
their expertise in characterising industry or sector
performance, which are:

« The KPMG South Africa Insurance Survey
(Short-term Insurers & Life Offices),

« The PWC Report (Banking Sector), and

« The Alexander Forbes Manager watch Survey
(Asset Managers).
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DATA SUBMISSIONS

Measured entities across all sub-sectors submitted documents in response to the requirements of the
FSTC reporting framework as well as Section 10(4) of the Broad-Based Black Economic Empowerment

Act 46 of 2013 for the 2020/21 reporting period

As a 7% of the
submission variances
Generic 230 201 ! 13%
QSFls 122 108 ! 1%
EMEs 1393 1348 | 3%
Total 1745 1657 5%
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Sub-sector 2019/20
Banks 21
Life Offices 24
Short-term Insurers 24
Asset Managers 46
Other Institutions 97
specidlised Enterprises 8
Retirement Funds 10
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B-BBEE Contributor Level-EMEs

® 2%
® 3%
0 76%

@ Levell ® Level2 o Level4

B-BBEE Confributor Level-QFSls

® 26%

® 8%
® 56%

® Levell ® Level2 ® NC*

B-BBEE Contributor Level-Generics

Empowerment Conifributor Levels

@ NCY19%
@ level 132%

Level 2 11%
Level 3 8%

Level 4
Level 5 2%
Level 6 3%
Level 7 4%
Level 8 10%

The FS Code measures the financial institutions’ transformation
progress on its overall score achieved for each scorecard element and
grades it into compliance level categories in line with the nine (9)
recognised empowerment levels, with level one (1) being the highest
level of compliance while level nine (9) represents non-compliance.

™ &% = g¥ FINANCIAL SECTOR
) I TRANSFORMATION
0 B COUNCIL



B™ &% EER gV FINANCIAL SECTOR
mm W I TRANSFORMATION
H

\‘ COUNCIL

INSIGHTS AND HIGHLIGHTS: ELEMENT
ANALYSIS

2020/21 STATE OF
TRANSEORI
ANNUAL

TION



HIGHLIGHTS ON ELEMENT PERFORMANCE

AVERAGE OWNERSHIP PERFROMAMNCE -
EXERCISABLE VOTING RIGHTS

Target + VOTE Tclrgﬂ’f‘I Target 50% Turg-eﬂ'zs%
g 25% 1 0% %Oﬁ

Black Owned Black Female Owned Black Executive Director Black Female Executive Direclors
21,.85% 24,905 28.25% Achieved B.A9E  10,02% 11.45% Achieved

AVERAGE MANAGEMENT CONTROL

TR0 ANETL  33.49% Achieved SEFE 10138 1009%  Achieved

BP0 S LU i B BT 2019,/20 boaecie) | ANENT W20 M

AVERAGE SKLLS DEVELOPMENT PERFORMANCE

% OF BLACK EMPLOYEES IN MANAGEMENT

Achieved
Target
MLTSO')% % % of Skills development expenditure on the 0.85% 2020/21
TOP -‘ leaming programme matrix for black people 14,32% 2019/20
41, 41"’ 46,617% Achieved j with disabilities 9.58% 2018/19
20 2019/20 W 2019/20
% of Black people. ([employed or 16,32% 2020/21
unemployed) participated in leamership, 24.75%
7“9375% Target apprenticeship, internship or Category B, C or 2019/20
m ' ) D programmes. 21,62% 2018/19
66,677 73.52% 74,00% Achieved 1 1
2018/19 WiakJrh] 2019/20 % of Black peopleabsorbed at the end of the 1 007 16,14% 2020/21
learnerships, apprenticeships, internships, or ° 29,08% 2019/20
Category B, C or D programmes. LEaE] 35,43% 2018/19
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AVERAGE PREFERENTIAL PROCUREMENT

% spend from empowering % spend from empowering suppliers that
suppliers who are BMB are at least 30% Black Women Owned
Achiaved 9.93% 13.10% 11.54% Achieved 10,13% 11.14% 14,66

I )

18%

Target

10,08% 9.70% 12,967  Achieved 24,26% 26,36% 30.91%  achievea

% spend fram empowering suppliers % spend from empowering
who are QSEs suppliers that are at least 51%
Black Owned

AVERAGE SOCIO-ECONOMIC DEVELOPMENT & CONSUMER EDUCATION

Target 0 i 50% Target 0i40%

Achlawed 1,429 1.94% £ 767 Achileved 0.5% 0,74% 1.32%
| zmany 201%/20  2020/21 | |__208n9 2019/20  2020/21 |
% achieved for Qualifying Socio-Economic T achieved Consumer Education confributions as a
Development [SED) contibutions as a % of % of the previous years's Met Profit After Tax [NPAT)

the previous yvear's Net Profit After Tax [NPAT)

AVERAGE EMPOWERMENT FINANCING

Banks Life Offices
Target R48 billion 1arget R32 billion Target R27 billion target R15 billion
L. __»] _:} L. =] =]
Targeted Investments BBGF/BEE Transaction Fnancing Targeted Investments BBGF/BEE Transaction Fnancing
Achieved Achieved A hieved Achiewed
139.3 bn 35.3 bn 117.8 bn 194.8 bn 22,1 bn 5,0 bn 10,7 bn 5.4 bn 511.5§ m 10,7 bn 54 bn 418,7 m
B= o mm g rianciasecror L 2008/19  2019/20 2oz0/21 | L 2008/19  2oiesz0  zozosan | | 201819 2019/20 2020/21 || _2018/19  2019/20  2020/21 | -,
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AVERAGE ACCESS TO FINANCIAL SERVICES

Transaction point

Service point &
Sales point

Electronic
Access

Banking
Densification

Banks

Achieved Target
S 23.26%
I 27.18% 85%
I 63,567
I 44,57 %
| KN o
* 118,11% 57
D 14,18%
I 18.356% 2898% 35% for the industry
IS 3.

IS 39.83%

e UGl il Do

120,06% every 1500 adulis

AVERAGE ACCESS TO FINANCIAL SERVICES

Life Offices
Achieved Target
Products 16,07% )

D 5%

Market

Penetration 573%0,23

Product related D 18,29%

access D 1710

\. COUNCIL

Average performance

e 2018/19 e 2019/20

AVERAGE ACCESS TO FINANCIAL SERVICES

AQP Personal
Lines

AQP
Commercial
Lines

Personal Line
market
penefration

ommercial Line
market

penefration
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17 84% 307 actlive accounts
102,60% excl SASSA

ransactional NN > 0%

I <0097

Average performance

® 2020/21

Short-term Insures

Achieved Target

B &15%
B '783%
B 352%

B 845%
B 13.17%
B 1.19%

B 865%

e 7% 848 072
I 1 57.53%

D 333%
| 054% 284 884

B 1048%

Average performance

e 2018/19 e 2019/20 ® 2020/21
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KEY FINDINGS

ELEMENT ANALYSIS




OWNERSHIP

(FS 100):

The objective of the Ownership
element is to increase the
number of Black people with
ownership of existing and new
enterprises within the Financial
Sector.

Ownership

2

E

g

= 20

°

2

o 15

£

8

o 10

g l

@ 5

o

;

x 0 Banks Life Offices Short-term Other
Insurers Managers Institutions

e 2018/1% 14,02 17,09 12,54 16,36 11,50

e 2019/20 15,87 18,34 13,68 18,42 13,13

@ 2020/21 16,31 16,31 15,99 2012 12,57

@ Target 23 23 23 25 25

Scorecard Elements

For the 2020/21 measurement period, all sub-sectors
underperformed on Ownership element with Asset Managers
recording the highest performance, albeit not meeting the targets.



MANAGEMENT

CONTROL
(FS 200):

The Management Control element is
intended to facilitate the participation
of Black people in the higher
structures of the organisation by
measuring the proportion of Black
people and Black women who
control the direction of the business
as well as those in management
positions who control day-to-day
operations.

15
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Average score achieved in points

e 201817

® 2019/20
® 2020/21
® Target

™

Banks

10,92

12,59

11,70
20

Life Offices

12,05

12,69

10,86
20

Management Conirol

’ll
~ m

Short-term Asset Other Specialised
Insurers Managers Institutions Entities

991 11,13 8,15 11,67

10,05 11,89 8,62 12,77
10,23 12,03 932 17,97
20 20 20 20

Scorecard Elements

During 2020/21, none of the sub-sectors achieved their target

on Management Control,

with the highest performance

recorded for Specialised Enterprises, albeit not meeting

target.



SKILLS

DEVELOPMENT
(FS 300):

The primary aim of  Skills
Development as a priority element is
to facilitate the training and
development of Black people,
including empowerment of learners
and interns towards bridging the
managerial gap and enabling
adequate representation of Black
people across all organisational
levels.

25
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Average score achieved in points
on

[}

® 2018/19
@ 2019/20
® 2020/21
@ Target

o~ ™

Banks

11,43

13,36

11,03
20

Life Offices

13,03

14,29

11,04
20

Skills Development

Short-term Asset Other Specialised
Insurers Managers Institutions Entities
11,78 13,36 13,36 14,86
14,50 14,15 11,84 17,74
11,95 13,50 11,41 17,97
20 20 20 25

Scorecard Elements

For the period under review, none of the sub-sectors met the
determined target for Skills Development with Specialised
Enterprises attaining the highest performance.



Preferential Procurement
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Preferential Procurement is aimed at T
driving transformation towards an inclusive Z Banks Life Offices Short-term Asset Other Speialised
economy by |ncreaS|ng the economic Insurers Managers Institutions Entities
participation of Black people through the ® 2018/19 11,48 14,80 18,69 16,84 12,98 25,22
promotion of large and small bl_ack ® 2019/20 14,79 16,33 18,56 20,98 15,70 23,43
suppliers, black-women owned suppliers ® 2020/21 10,57 10,22 16,63 16,85 13,72 24,64
and black designated groups across all o Target 15 15 20 20 20 30

value chains while simultaneously
empowering black businesses through
enterprise and supplier development . : :
initiatives. During 2020/21 the sub-sectors performance declined for Preferential

Procurement, with an exception of Specialised Enterprises which
‘
b

Scorecard Elements

showed some progress, albeit not meeting the target.




During the 2020/21 period, the
Enterprise Development
targets were met by all sub-
sectors, with the exception of
Life Offices.

For the 2020/21 measurement

period, all sub-sectors
performed below target for
Supplier Development despite
notable progress made by
Banks, Asset Managers and
Other Institutions,

- 8 Enterprise Development
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Banks Life Offices Short-term Asset Other Specialised
Insurers Managers Institutions Entities
® 2018/19 1,46 2,76 372 3,55 346 525
® 2019/20 1,77 4,48 4,26 4,12 3,36 392
e 2020/21 2,00 5,14 410 419 3,50 5,24
o Target 3 3 5 5 5 7
Scorecard Elements
Supplier Development
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<> Banks Life Offices Short-term Asset Other Specialised
Insurers Managers Institutions Entities
® 2018/19 2,42 5,32 6,91 7,02 5,39 8,19
@ 2019/20 3,49 7,02 8,39 7,93 4,98 7,86
@ 2020/21 4,51 253 7.92 8,42 5,39 7,38
@ Target 7 7 10 10 10 13

Scorecard Elements



SOCIO-ECONOMIC
DEVELOPMENT &

CONSUMER
EDUCATION
(FS 500)

Socio-Economic Development and
Consumer Education (SED&CE)
elements are key to the upliftment of
previously  marginalised  groups
through the promotion of the
financial inclusion framework and
ensuring that SMEs and consumers
are equipped with the necessary
knowledge and skills to enable them
to make informed financial decisions.

Socio-economic Development & Consumer Education
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< Banks Life Offices Short-term Asset Other Specialised
Insurers Managers Institutions Entities

® 2018/19 347 5,10 4,31 5,30 4,26 4.44

@ 2019/20 4,08 5,22 511 6,09 4,48 3,95

® 2020/21 344 3,86 412 442 3,24 2,82

® Target 5 5 5 5 5 5

Scorecard Elements

During the 2020/21 measurement period, the performance of the various
sub-sectors in achieving their targets for the Socio-economic
Development and Consumer Education element was not achieved by all
sub-sectors with decline in progress noted across.



Empowerment Financing
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EMPOWERMENT

FINANCING
(FS 600):

Average performance score in points

Empowerment Financing as a

priority element addresses targeted

investments  such as SME Banks Life Offices
development, agricultural 1118 1312
development, affordable housing, :2013;19 11’27 11'59
transformational infrastructure 2019720 (083 o

projects, financing of B-BBEE R e =
transactions and funding of Black Targed

businesses through Black Business Scorecard Elemants

Growth Funding (BBGF). During 2020/21, both Banks and Life Offices performed

below the determined target with a notable decline in
progress for Life Offices observed.

G Of notable progress is the Banks contribution of R177 billion that surpassed the target of R48 billion.



A C C E S S TO Access to Financial Services
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SERVICES
(FS 700)
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Access to Financial Services is an
industry-specific element ascribed
within the FS Code for Banks, Long-

[a%

zzii

Average performance score in points
o ~

Term Assurers and Short-Term Banks Life Offices Short-term Insurers
Insures  to promote  financial ° 2018/19 4,91 4,75 314
inclusion and expand the reach of ® 2019/20 6,71 4,88 4,00
affordable financial products and ® 2020/21 479 5,13 675
services using the appropriate ® Target 12 12 12
infrastructure and developing Scorecard Elements

products that are easily accessible
and cater for the previously

. During the 2020/21 measurement period, all sub-sectors performed
marginalised groups.

below the determined target with progress noted for Short-term
Insurers, albeit not meeting the target.




Specialised Enterprises

30
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ENTERPRISES
(FS 900)

Specialised Enterprises are defined
as entities that are Ilimited by
guarantee or are either state-owned

Average performance score in point

Management Skills Preferential Supplier SED & CE
or have no Shareholding or eqt,llty Control Development Procurement Development
structure  incapable of being| o 20859 11,67 14,86 25,22 8,19 5,25 4,44
measured against the requirements | e 201920 12,77 17,74 23,43 7,86 3,92 395
of the Ownership element. ® 2020/21 14,55 17,97 24,64 9,51 5,24 2,82
@ Target 20 25 30 13 7 5

Scorecard Elements

For the 2020/21 measurement period, the sub-sector performed
below the determined targets across the respective elements with
some progress noted towards meeting the target on Preferential
‘Q Procurement.




Retirement Funds
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RETIREMENT
FUNDS

Retirement Funds Scorecard is one
of the key components of the
Financial Sector considering the size

Average score achieved in points

o

of assets under their management Management Skills
that when invested appropriately Control Development
through Black service providers, can . 2018/19 o 1522
drive inclusive growth and yield the © 2019/20 63 45 53 67
desired sectoral transformation ® 2020/21 15.63 56 73
objectives. ® Target 20 80

Scorecard Elements

During the 2020/21 measurement period, the sub-sector’s
overall performance revealed that none of the targets in the
scorecard elements were achieved with progress noted
towards attaining the Skills Development element.




LIMITATIONS

» Decreased submission of B-BBEE Reports.

* Repetitive data submissions leading to duplicates; Submission of invalid
Sworn Affidavits;

« Absence of a standardised verification reporting format due to the lack of a
prescribed uniform framework in legislation;

» |nsufficient submission of detailed data summaries;

» Lack of support from some constituencies in adopting the 2020/21 reporting
framework, hindering the Council’'s ability to report on the sector’s
transformation progress accurately;

* None submission of targets pertaining to Access to Financial Services as
well as Empowerment Financing for the respective measured entities,
resulting in the determination of performances being inconclusive.




RECOMMENDATIONS

« Accelerate Transformation Efforts: Despite fair progress in meeting
Financial Sector Code (FS Code) targets, it's been 20 years since its
inception, and significant strides are required.

« The sector should review its implementation strategies to
expedite transformation.

« Encourage Sector Collaboration: While acknowledging sector
members efforts towards working for a just and equitable South
Africa, collaborative efforts are required to advance the
transformation journey.

* Inclusive Transformation: In light of the recently approved financial
inclusion policy as led by Treasury, there is a need to prioritise
inclusion in transformation strategies, particularly in areas like
Management Control, Skills Development, and Access to Financial
Services.

- Standardised Reporting Framework: A harmonised reporting
framework is recommended to provide a realistic assessment of
sector progress in transformation.

« Foster Collaboration for Data Sharing: The importance of reporting
as a legislative requirement requires emphasises and calls on all
market participants, including regulators as well as private and public
sector representatives to promote reporting and participation as these
practices are aimed at benefiting the economy towards inclusivity.

"' To achieve intentionality beyond tickboxes, a clarion call is made for a renewed commitment on
ap transformation imperatives to expedite inclusivity, diversity and equity for all citizens.
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