
 

   

RESPONSIBLE INVESTING   

 

At Perpetua we are as concerned about our results as we are about how we achieve 

them. Our values, principles and ethics are the cornerstone of what we do and 

ensure that we guard our clients’ long term interests. As part of this focus we 

consider what are known as Environmental, Social & Governance (ESG) factors in all 

our decisions. 

  

We support the principles promoted by the Code for Responsible Investing in South 

Africa (CRISA). We subscribe to all the relevant principles of UNPRI and incorporate 

Responsible Investing considerations into our investment analysis. We do intend on 

becoming a formal signatory over the next year. We have therefore adopted the 

following policies: 

 

TO GOVERN OUR CONDUCT:  

•   A policy on conflicts of interest  

•   A policy on the incorporation of ESG considerations into the investment 

process 

 

TO GOVERN OUR RESPONSIBILITIES AS SHAREHOLDERS  

•   A policy on ownership responsibilities (including proxy voting, intervention 

and engagement and price sensitive information). In this policy we are 

referring to our role as shareholders of the companies in which we invest on 

behalf of our clients. The policy explains and governs how we behave as 

shareholders in the businesses in which we invest.  

 



 

   

As part of our undertaking to be transparent in a manner that is consistent with 

trends in international best practice, a record of our proxy voting policy is available 

to clients. This will enable clients to assess whether we are fulfilling ownership 

responsibilities on their behalf in a manner that is loyal to the objectives of 

protecting and enhancing their assets. Consequently Perpetua has published its 

voting record quarterly from late 2013 onwards on its website along with a clear 

explanation of any votes made against the company’s proposals. 

 

POLICY ON CONFLICTS OF INTEREST  

 

MANAGING AND LIMITING CONFLICTS OF INTEREST IS A KEY DUTY AND 

OBLIGATION 

Perpetua places the highest priority on its clients’ interests.  Any potential, actual or 

perceived conflict of interest that affects clients could undermine the integrity and 

professionalism of our business, so it is critical for us to identify these as early as 

possible.  If we cannot avoid conflict situations, we manage them equitably and in our 

clients’ interest.  

 

OUR POLICY GOVERNS HOW WE VOTE AS SHAREHOLDERS ON BEHALF OF 

OUR CLIENTS  

We are accountable to our clients for our conduct.  This includes having provisions to 

address conflicts of interest that may arise when we vote as proxies at a shareholder 

meeting of a company with which Perpetua has other business relationships. Our 

Conflicts of Interest Policy ensures that when voting proxies on behalf of 

shareholders, we vote in a way that is in the best interest of shareholders (our 

clients) and disregard any other Perpetua relationship, business or otherwise.  



 

   

 

POLICY ON INCORPORATING SUSTAINABILITY CONSIDERATIONS 

INCLUDING ESG INTO OUR INVESTMENT PROCESS 

 

•   OUR PROCESS CONSIDERS INVESTMENT MERITS, RISKS AND 

SUSTAINABILITY FACTORS 

Before making an investment, we require one of our analysts to write a fundamental 

proprietary report, named a Research Group report on the potential investment, for 

our internal evaluation of the investee company. As valuation-based investors, this 

report hinges on a calculation of the intrinsic value of the company together with a 

recommendation on whether the company under review is a Buy or a Sell. This 

report is both forward and backward looking and relies both on assessment of the 

historic track record as well as an assessment of forecasts of future issues. The 

Research Group (consisting of portfolio managers and analysts) then discuss the 

report and the merits of the investment case. At the conclusion of the discussion, 

members of the Research Group are required to vote the company either as a buy or 

sell.  Furthermore a vote regarding the investment’s risk rating is required. This risk 

rating limits the investment’s position size in clients’ portfolios.  

 

•   WE REVIEW A RANGE OF ESG FACTORS THAT MAY AFFECT 

VALUATIONS AND OUR ASSESSMENT OF RISK ON ANY SINGLE 

COMPANY 

Key to the Research Group discussion are factors that can influence the analyst’s 

assessment of value of a company.   

 



 

   

We qualitatively  discuss numerous factors that can influence the sustainability of 

the business’ profits, specifically ESG factors. A qualitative discussion of the long-

term ESG implications of a company’s strategy and actual business model as well as 

its business practices is paramount in understanding potential threats to the 

company’s longevity or profitability. On a quantitative basis we also include an 

assessment of ESG risks which are considered both in absolute terms and in relative 

terms (for example the industry in which the company operates in).   

We acknowledge that ESG risks are a fundamental part of the factors we consider 

for each company, as they often drive government policy and impact on competitive 

behaviour. Some examples include:  

•   Regulatory changes (BEE, Environmental regulation, National Credit Act, 

Asbestosis) 

•   Taxes regime shifts (Carbon Tax, Gaming Tax, Import Duties) 

•   Competition & New competitors and their potential impact (Competition Tribunal, 

New Entrants) 

•   Technological or structural changes (Global Warming, Hacking, Online Shopping 

 

•   ESG FACTORS THEREFORE INFLUENCE OUR BUY AND SELL DECISIONS  

After an assessment of various factors, which would include ESG factors, Research 

Group members may conclude that current profits are not sustainable in the long 

term. We critically examine whether the analyst’s valuation calculation has already 

taken into account the lower profits (or higher risks) and to what extent this might 

already be reflected in the share price or not. In some cases, it may turn out that 

individual Research Group members think that the market has over-estimated the 

level to which the profits may decline. In these instances, the company will likely be 

voted as a buy by the Research Group. In cases where the risk to profits is not yet 

reflected in the current share price the likely result is a sell vote by the Research 



 

   

Group.  A buy recommendation may still be possible but with is always accompanied 

with a risk rating score. This risk rating limits the position size that the investment 

can represent across clients’ portfolios.   

 

•   ESG FACTORS FORM AN EXPLICIT PART OF OUR ASSESSMENT RISK  

Due to the nature of ESG risks, Research Group reports specifically include both a 

section on qualitative environmental, social and governance factors and also a 

quantitative E,S,G risk assessment in the form of a pre-designed proprietary 

scorecard which yields an overall ESG risk score. This E,S,G risk scorecard is a 

standard template and must be included in the RG report and is is also  discussed in 

the Research Group.   

The ESG risk score is also included directly in the overall risk rating of each company 

and this directly impacts the maximum exposure to that counter within clients 

portfolios. 

 

POLICY ON OWNERSHIP RESPONSIBILITIES  

 

•   OUR CLIENTS ARE PART OWNERS OF THE BUSINESSES IN WHICH WE 

INVEST 

As long-term investors in companies, we see our clients as part owners of the 

businesses in which we are shareholders on their behalf. This is very different to 

seeing a shareholding as part of a portfolio of investments.  

 

 

 



 

   

•   IT IS VERY IMPORTANT TO EXERCISE OWNERSHIP RIGHTS AND 

OBLIGATIONS 

We exercise these ownership rights on behalf of our clients in investee companies 

through: 

1.   Voting (directly or via proxy) 

2.   Intervention and Engagement 

3.   Careful management of any price sensitive information 

 

•   WE HAVE FORMAL POLICY & GUIDELINES THAT GOVERN VOTING 

Shareholder rights are generally exercised by casting votes in person or by proxy at 

shareholder meetings on matters submitted to shareholders for approval (such as 

the election of directors). At Perpetua, we have formal proxy voting policy & 

guidelines to govern how and when we make recommendations to our clients on how 

they should vote, or where the mandate requires us to vote on their behalf. Our 

proxy voting guidelines aim to: 

 

1.   Improve accountability of an investee company's management and Board of 

Directors to its shareholders (governance). 

2.   Align the interests of management with shareholders (alignment). 

3.   Improve a company's business and operational disclosure (transparency). 

 

•   GOVERNANCE IMPROVES ACCOUNTABILITY, ALIGNMENT OF 

INTERESTS AND DISCLOSURE 

We believe that sound corporate governance should achieve three key objectives: 

 



 

   

1.   ACCOUNTABILITY  

There must be structures and processes in place to hold those entrusted with 

running a company's business accountable for their actions. Management of a 

company must be accountable to its Board of Directors. The Board, in turn, must be 

accountable to shareholders, who are the company's owners.  There are many ways 

to improve accountability. These include enforcing rules and laws imposing duties on 

officers and directors; protecting shareholder voting rights; ensuring rigorous 

scrutiny of a company's financial statements by independent, outside auditors; and 

maintaining free and open markets to allow for the re-allocation of capital and 

transfers of corporate control. 

 

2.   ALIGNMENT OF MANAGEMENT AND SHAREHOLDER INTERESTS 

The interests of a company's management and Board of Directors should be aligned 

with the interests of the company's shareholders. This means, for example, that 

salary and equity-based forms of compensation paid to management should be 

designed to reward management for creating long term value for the shareholders of 

the company. Management should also be rewarded primarily for metrics over which 

they exercise some control (e.g. volumes not prices). 

 

3.   EFFECTIVE DISCLOSURE 

The third objective is to promote timely disclosure of important information about a 

company's business operations and financial performance. This is intended to enable 

individual and institutional investors to make informed decisions on when to buy, sell 

or hold a company's shares. 

 



 

   

The investment professionals in our team make the recommendations on the 

manner of voting that we believe will best protect our clients’ interests. The 

investment team are by the nature of our bottom up analytical approach focused on 

the detail of the underlying company and the factors that are likely to affect its 

performance. Our bottom up approach is therefore well suited to making these 

recommendations.  

 

BROAD VOTING GUIDELINES   

While our investment professionals will consider the specific resolutions proposed 

at all company meetings separately, typically proposed resolutions can be broadly 

grouped into the following categories:  

 

1.   ROUTINE HOUSEKEEPING RESOLUTIONS SUCH AS THE ADOPTION OF 

FINANCIAL STATEMENTS AND APPOINTMENT OF AUDITORS 

Unless there is something clearly untoward, we would typically vote in favour of 

these resolutions. 

 

2.   DIRECTOR – BASED RESOLUTIONS SUCH AS THE APPOINTMENT OR RE –

APPOINTMENT OF DIRECTORS  

We consider these resolutions individually and give attention to each director put 

forward, and determine voting individually. We do not believe directors should be 

elected or re-elected with long guaranteed service contracts but should be subject to 

on-going performance review criteria.  

 

 

 



 

   

3.   REMUNERATION POLICIES  

Non-executive directors: their remuneration needs to be in line with other similar 

sized companies and take into account the complexity of the company and the 

industry in which it operates. If we believe the remuneration is excessive we would 

consider voting against the proposal.  

 

Executive directors and management: the remuneration of executive management 

needs to be clear and appropriate in the following regards:  

 

a.   The base packages must be reasonable given the size, the complexity of the 

business and the industry within which it operates.  

b.   Bonuses and other discretionary forms of remuneration (share based 

allocation) should be clearly related to performance-based criteria and more 

importantly aspects about performance that are within the control of the 

management team. The ultimate measure of the effectiveness of a 

management team and its business decisions and handling is reflected in the 

overall return to the owners of the business over the long-term.  Also this must 

be explicitly monitored and transparently communicated (unless this can 

compromise strategic or competitive positioning) 

c.   Retention and other payments like restraint of trade payments should be 

considered on a case-by-case basis.  While stability in a good management team 

is key we would be cautious about any form of payment which conveys an 

excessive perception of reliance on any particular individual as this might also 

discourage adequate succession planning.  

 

 

 



 

   

4.   SHARE RELATED RESOLUTIONS  

 

a.   Placing unissued shares under control of directors or directors issuing 

shares for cash: We would generally vote against granting directors this 

broad power. Currently, directors have to apply to shareholders on an 

annual basis to renew their control over unissued shares in the company 

(Companies Act (1973) s221 (1)). Unlike issuing shares for cash the 

mandate requested by directors is unrestricted, and not subject to a special 

resolution to be passed by an extraordinary majority. The use of scrip for 

corporate action can and has resulted in substantial destruction of 

shareholder wealth in the past, hence our caution.  We view it as preferable 

to have the opportunity to review the reasoning and strategy behind a 

material issue of shares and thus seek a specific (rather than unfettered) 

resolution be presented to shareholders with respect to material 

placement of unissued shares. Perpetua would usually vote in favour of 

proposals by the company to limit control over unissued shares to 5% of 

issued share capital. Permission to issues shares to option schemes and 

executive share schemes should be put forward in a separate resolution as 

required by s222 of the Companies Act (1973). We oppose resolutions 

where the directors may seek authorisation to issue shares in an effort to 

avoid a takeover. The motivation for the company to issue shares will need 

to be carefully examined on a case-by-case basis. 

 

b.   Share repurchase: As unconstrained investment managers we would 

typically only invest in companies that we believe were attractively valued.  

We would therefore be generally supportive of those same companies 

investing in their own attractively valued shares if it was the best use of the 



 

   

company’s excess capital and would enhance the value per share. We 

would, however, consider negative freefloat impact should that be a 

possible factor. 

 

These guidelines recognise that management is entrusted with the day-to-day 

operations of a company, as well as longer-term strategic planning subject to the 

oversight of the company's Board of Directors.  The guidelines also recognise that 

the company's shareholders must have the final say over how management and 

directors are performing, and how shareholders' rights and ownership interests are 

handled. 

 

HOW WE ENGAGE AND INTERVENE WITH MANAGEMENT WHERE 

NECESSARY:  

 

Management teams of South African listed companies are accessible to institutional 

investors. Our analysts and portfolio managers typically meet with company 

management teams: 

 

•   during roadshows after the annual and interim results;  

•   at sell side research initiated individual or group meetings;  

•   on company site visits; and at ad-hoc meetings which we request.  

 

These give us the opportunity to improve our understanding of their business, 

strategy and management’s ability to execute their strategy. Importantly it also 

allows us to engage management directly and in a constructive and private forum.  

Public engagement, while sometimes necessary, is not our first route of action.  If 

through our research and interactions, we develop a different opinion from the 



 

   

company’s management – on their stated strategy or regarding ESG issues - we will 

communicate our concerns directly to the company’s management.  

 

If, after these discussions, the investment team is still of their view, we consider 

whether to write to the company’s chairman or lead independent director, 

expressing our concerns. If we receive an unsatisfactory response, we would 

consider the options that remain available:  

 

•   Selling the share in our client portfolios  

We would do this if: 

a.   The issues we are concerned about will destroy shareholder value and the 

share price is not sufficiently attractive to warrant further activist activities.  

b.   Our view is a minority one and the probability of successful engagement is low.  

 

•   Accumulate an even larger position in the company for our clients.  

This could enable us to unlock value through our activist activities and give us a 

higher probability of success.  

We would do this if: 

a.   The share price is sufficiently attractively priced relative to the valuation.  

b.   We are able to conclude that our view is already held by more than a significant 

proportion of the shareholders (more than 25 %). 

c.   We can do so without contravening the SRP’s ‘acting in concert’ regulation. 

 

•   Use our clients' proxy vote to vote/recommend voting against the re-election of 

board member(s) who we don’t believe have acted in the shareholders’ best 

interests.  

 



 

   

•   Seek legal advice on further possible steps we could take, including steps that we 

may legally take with likeminded shareholders working within the engagement 

framework provided by CRISA 

 

 

PRICE SENSITIVE INFORMATION  

We try as far as is practically possible to avoid receiving any price sensitive 

information.  If we do receive price sensitive information, we immediately place a 

trade ban on the share in question for all accounts. We have also implemented a 

Personal Account Trading Policy that governs the conduct of directors and 

employees. 

 

 

 

 

 


