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Agenda

1. Overview and background

2. Viceroy reports’ allegations and management responses 

3. SARB assessment 
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Overview and background 

Extract: Capitec Bank Holdings Limited Integrated Annual Report 2018
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Viceroy reports’ allegations & management responses (1)
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Viceroy reports’ allegations & management responses (2)
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Viceroy reports’ allegations & management responses (3)

Viceroy questions Capitec's Audit Committee response

Are loans really trending towards the long-term?

• Yes. Viceroy's analysis is incorrect; effect of the credit card on the 

shorter end of the loan book not taken into account. 

• Credit cards are fundamentaly different in nature to a term loan.

Nature of internal consolidations

• Outcome of that full credit assessment process is either: 

consolidation loan (additional credit applied for), 

new separate loan, or 

no new loan granted 

Decrease in bad debt provisioning vs increase in bad debts

• Bad debt written off: backward-looking

• Bad debt provisioning: forward-looking 

• Viceroy ignores taking into account the significant increase in bad 

debts recovered. 

Provisioning method changed

• Provisioning methodology has not changed whatsoever. 

 CD1 = one instalment in arrears

 CD3 = three instalments in arrears

Deterioration in loan book quality

• The audit committee is comfortable with management's analysis of loan 

book quality. 

 Bad debt recovery - The absolute value of bad debts recovered did 

indeed increase, supporting management's comments. 

 Curing - Viceroy's analysis muddles 'flow' amounts with period-end 

balances. Improvement in balances falling into arrears as a proportion of 

the total balances that could fall into arrears took place.

 Financial impact of IFRS 9

• IFRS 9 to be implemented for financial years commencing from              

1 January 2018, meaning first year of adoption for Capitec is 2019 

financial year.

• First-half year results of the 2019 financial year will disclose more 

information on the impact of IFRS 9.

• Direction:

dr Retained earnings

   cr Provisions (i.e. increase)

Viceroy report: Concerns to the Audit Committee
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SARB assessment 

• Continued analysis being performed to monitor concerns raised.

• Viceroy appears to formulate a specific perspective based on selected

information.


