




OPINION OF THE INDEPENDENT EXPERT 

 
 
16 January 2018 

The Independent Board 
African News Agency (Pty) Ltd 
122 St George’s Mall 
Cape Town 8000 
South Africa 

Dear Sirs, 

 
INDEPENDENT FAIR AND UNBIASED REVIEW OF VALUATION FOR AFRICAN 
NEWS AGENCY (PTY) LTD 
 

1. INTRODUCTION 

African News Agency (Pty) Ltd (“ANA”) has indicated its intention to raise public 
capital through the South African financial market, i.e., Johannesburg Stock Exchange 
(“JSE”).  In fulfilling one of the conditions of the JSE, an independent assessment of 
ANA’s value is required. 
 

2. SCOPE 

The University of the District of Columbia (“UDC”) has been appointed by the Board 
as the independent expert to provide a fair and unbiased valuation for ANA. 
 

3. RESPONSIBILITY 

UDC’s responsibility is to provide a valuation report to the Board, and that this report is for 
internal use only, and not to be transmitted publicly. We confirm that our fair and unbiased 
opinion (the “Opinion”) has been provided to the Board. We understand that the results 
of our work will be used by the Board to satisfy the listing requirements for the JSE. 
 

4. SOURCES OF INFORMATION 

In the course of our valuation analysis, we relied upon financial and other information, 
including prospective financial information, obtained from ANA and from various 
public, financial and industry sources. Our conclusion is dependent on such information 
being complete and accurate in all material respects. 

The principal sources of information used in performing our indicative valuation of 
ANA include: 

ANA 
• The audited consolidated annual financial statements of ANA for FY15 to FY17; 
• Other financial and non-financial information and assumptions made by 

Management; and 
• Discussions with Management regarding ANA’s operations, as well as prevailing 

market, economic, legal and other conditions which may affect the underlying value 
of the Company. 



General 
• Comparative publicly available financial information on suitable peer-listed 

companies; 
• Macroeconomic factors (e.g.: stock market indices, inflation rates, exchange rate, 

purchasing power parity, etc.) in the United States; 
• Macroeconomic factors (e.g.: stock market indices, inflation rates, exchange rate, 

purchasing power parity, etc.) in South Africa; and 
• Publicly available information relating to the industries in which ANA operates that 

we deemed relevant, including company announcements, analysts’ reports and 
media articles. 

 
5. ASSUMPTIONS 

We have arrived at our opinion based on the following assumptions: 
• That reliance can be placed on the historical and forecast financial information of 

ANA; 
• The current economic, regulatory and market conditions will not change materially; 
• ANA is not involved in any material legal proceedings; 
• ANA has no outstanding disputes with any regulatory body, including the South 

African Revenue Service; 
• There are no undisclosed contingencies that could affect the value of ANA; and 
• Reliance can be placed on the representations made by ANA management during the 

course of forming this opinion. 
 

6. APPROPRIATENESS AND REASONABLENESS OF UNDERLYING 
INFORMATION AND ASSUMPTIONS 

We satisfied ourselves as to the appropriateness and reasonableness of the information 
and assumptions employed in arriving at our opinion by: 
• Considering the historical trends of information and assumptions on ANA; 
• Comparing and corroborating such information and assumptions with external 

sources of information, if such information is available; and 
• Determining the extent to which representations from management and other 

industry experts were confirmed by documentary evidence as well as our 
understanding of ANA and the economic environment in which the Company 
operates. 
 

7. PROCEDURES 

In arriving at our opinion, we relied upon financial and other information, obtained 
from management together with industry-related and other information in the public 
domain. Our conclusion is dependent on such information being accurate in all material 
respects. 

In arriving at our opinion we have, inter alia, undertaken the following procedures in 
evaluating the fair and reasonableness of this valuation: 
• Reviewed and analyzed the aforementioned financial information on ANA 

including, inter alia: 
– the consolidated management accounts and audited financials for FY15 – FY17; 
– the FY18 budget and forecast for the FY19 – FY23 financial years; 



• Where relevant, corroborated representations made by the respective management 
teams to source documents; 

• Reviewed certain publicly available information relating to ANA that we have deemed 
relevant; 

• Obtained letters of representation from ANA management asserting that we have 
been provided with all relevant information and that no material information was 
omitted and that all such information provided to us is accurate in all respects; and 

• Considered other relevant facts and information relevant to concluding this opinion. 
 

8. VALUATION METHODOLOGY 

In considering this valuation, UDC performed an independent valuation of ANA as at 
31 December 2017. 

For the valuation methodology, we decided to adopt the income approach, using 
discounted cash flows.  The discounting factor is the weighted average cost of capital 
(WACC) where the cost of equity (RE) and cost of debt are weighted by the market 
values of the company’s equity and debt.  In this case, the WACC will simply be the 
cost of equity since the company does not have any long-term debt.  As for the cost of 
equity, the capital asset pricing model (CAPM) is widely used and will be adopted for 
our analysis. 

CAPM: RE = Rf + β * (RM-Rf) 

WACC = Rf + β * (RM-Rf) + SSP + SRP 

According to a report published by PricewaterhouseCoopers (PWC), 33% of the 
respondents used the R186 bond yield as their benchmark for the risk-free rate, and we 
followed suit to use it as our risk-free rate estimate, at 9%.  Beta (β) is estimated 
regressing the firm returns against market returns.  Since the company is privately held, 
we would use the estimated beta for Naspers (viewed as company’s peer), which is 
about 1.5.  ALSI (FTSE/JSE Africa All Share Index) is used as a proxy for the market, 
based on the popularity of use by respondents to the PWC report.  We decided to add 
1.7% to the cost of equity given the relative size of the company, as suggested in the 
PWC report.  We also followed the report’s suggestion, to include a specific risk 
premium, and to be on the conservative side, we decided to add 8% (using the high 
estimate).  With all that in consideration, the discounting factor to be used should be 
28.08%. 

Scenario analyses were conducted, where practical: one with an optimistic view 
(assuming revenue growth rate of 30% from 2018-2023 and 7% beyond 2023) and the 
other with a pessimistic view (assuming future revenue growth rate of 25% from 2018-
2023 and 7% beyond 2023).  In both cases, we are assuming that the shorter-term 
outlook (2018-2023) looks encouraging given the fact that the company is having first-
mover advantage. 
 

9. OPINION 

Our opinion is based on the current economic, market, regulatory and other conditions 
and the information made available to us up to 15 January 2018. Accordingly, 
subsequent developments may affect this opinion, which we are under no obligation to 
update, revise or re-affirm, as stated herein. 

Based on UDC’s analysis, subject to the aforegoing and after taking into account all 



financial and non-financial considerations, we calculated an indicative valuation of 
between R26.22 billion and R31.23 billion. 

Subject to the aforegoing assumptions, based on our analysis and after taking into 
account all financial and non-financial considerations, we are of the opinion that the 
proposed valuation is fair and unbiased. 

 
10. LIMITING CONDITIONS 

This opinion is provided to the Board in connection with the sole purpose of assisting 
JSE to determine ANA’s application to be listed on the exchange. This opinion is 
prepared solely for the Board and therefore should not be regarded as suitable for use 
by any other party or give rise to third party rights. 

The forecasts relate to future events and are based on assumptions, which may not 
remain valid for the whole of the relevant period. Consequently, this information cannot 
be relied upon to the same extent as that derived from audited financial statements for 
completed accounting periods. We express no opinion as to how closely actual results 
will correspond to those forecasted for ANA. 

We relied upon the accuracy of the information used by us in deriving our opinion, 
albeit that, where practicable, we have corroborated the reasonableness of such 
information and assumptions through, amongst other things, reference to historic 
precedent and our knowledge and understanding. Whilst our work has involved an 
analysis of the annual financial statements, forecasts and other information provided to 
us, our engagement does not constitute nor does it include an audit conducted in 
accordance with applicable auditing standards. Accordingly, we assume no 
responsibility and make no representations with respect to the accuracy or completeness 
of any information provided to us in respect of this valuation. 

The opinion expressed is necessarily based upon information available to us, the 
financial, regulatory, securities market and other conditions and circumstances existing 
and disclosed to us as at the date hereof. We have furthermore assumed that all 
conditions precedent, including any material regulatory and other approvals required in 
connection with this valuation have been or will be properly fulfilled. Subsequent 
developments may affect our opinion, however we are under no obligation to update, 
revise or re-affirm such. 
 

11. REFERENCES 
 
Inflation Rate – South Africa 

https://www.statista.com/statistics/370515/inflation-rate-in-south-africa/ 
Inflation Rate – United States 

https://www.statista.com/statistics/244983/projected-inflation-rate-in-the-
united-states/ 

Naspers Beta Estimation 
https://www.reuters.com/finance/stocks/overview/NPNJn.J 
https://finance.yahoo.com/quote/NPSNY?p=NPSNY 

Purchasing Power Parity Calculator – The Big Mac Index Calculator 
http://www.bigmacindexconverter.com/ 

Risk-free Rate – Yield on R186 Bonds 
https://www.resbank.co.za/Research/Rates/Pages/CurrentMarketRates.aspx 

 



Valuation Methodology Survey 2016/2017 
https://www.pwc.co.za/valuation-survey 

 
12. VALUATION TEAM PROFILE 

 
Catalina Hurwitz, Ph.D. 
- Assistant Professor of Finance 
- Doctor of Philosophy in Finance, Florida International University, Miami, Florida 
- Master of Science in Finance, Florida International University, Miami, Florida 
- Master of Science in Computer Science, Northeastern Illinois University, Chicago, 

Illinois 
- Two years of teaching Finance at college and graduate levels 
- INDIVIDUAL IS NOT A MEMBER OF ANY NATIONALLY RECOGNIZED 

APPRAISAL ORGANIZATION 

Tih Koon Tan, Ph.D. 
- Associate Professor of Finance 
- Doctor of Philosophy in Finance, University of Central Florida, Orlando, Florida 
- Master of Arts in Agribusiness, Washington State University, Pullman, Washington 
- Master of Arts in Economics, Washington State University, Pullman, Washington 
- Bachelor of Arts in Finance, Washington State University, Pullman, Washington 
- Seven years of teaching Finance at college and graduate levels 
- INDIVIDUAL IS NOT A MEMBER OF ANY NATIONALLY RECOGNIZED 

APPRAISAL ORGANIZATION 

 
 



OPINION OF THE INDEPENDENT EXPERT 

 
 
16 January 2018 

The Independent Board 
Loot Online (Pty) Ltd 
Unit 3 Khuthaza Park 
Westlake Business Park 
Cape Town, Western Cape 7945 
South Africa 

Dear Sirs, 

 
INDEPENDENT FAIR AND UNBIASED REVIEW OF VALUATION FOR LOOT 
ONLINE (PTY) LTD 
 

1. INTRODUCTION 

Loot Online (Pty) Ltd (“Loot”) has indicated its intention to raise public capital through 
the South African financial market, i.e., Johannesburg Stock Exchange (“JSE”).  In 
fulfilling one of the conditions of the JSE, an independent assessment of Loot’s value 
is required. 
 

2. SCOPE 

The University of the District of Columbia (“UDC”) has been appointed by the Board 
as the independent expert to provide a fair and unbiased valuation for Loot.  Loot consists 
of three business units: Loot.co.za, B2B-Regional, and B2B-Industry.  We will provide 
separate valuation for each business unit as well as the consolidated Loot. 
 

3. RESPONSIBILITY 

UDC’s responsibility is to provide a valuation report to the Board, and that this report is for 
internal use only and not to be transmitted publicly. We confirm that our fair and unbiased 
opinion (the “Opinion”) has been provided to the Board. We understand that the results 
of our work will be used by the Board to satisfy the listing requirements for the JSE. 
 

4. SOURCES OF INFORMATION 

In the course of our valuation analysis, we relied upon financial and other information, 
including prospective financial information, obtained from Loot and from various 
public, financial and industry sources. Our conclusion is dependent on such information 
being complete and accurate in all material respects. 

The principal sources of information used in performing our indicative valuation of 
Loot include: 

Loot 
• The audited consolidated annual financial statements of Loot for FY15 to FY17; 
• Other financial and non-financial information and assumptions made by 

Management; and 



• Discussions with Management regarding Loot’s operations, as well as prevailing 
market, economic, legal and other conditions which may affect the underlying value 
of the Company. 

General 
• Comparative publicly available financial information on suitable peer-listed 

companies; 
• Macroeconomic factors (e.g.: stock market indices, inflation rates, exchange rate, 

purchasing power parity, etc.) in the United States; 
• Macroeconomic factors (e.g.: stock market indices, inflation rates, exchange rate, 

purchasing power parity, etc.) in South Africa; and 
• Publicly available information relating to the industries in which Loot operates that 

we deemed relevant, including company announcements, analysts’ reports and 
media articles. 

 
5. ASSUMPTIONS 

We have arrived at our opinion based on the following assumptions: 
• That reliance can be placed on the historical and forecast financial information of 

Loot; 
• The current economic, regulatory and market conditions will not change materially; 
• Loot is not involved in any material legal proceedings; 
• Loot has no outstanding disputes with any regulatory body, including the South 

African Revenue Service; 
• There are no undisclosed contingencies that could affect the value of Loot; and 
• Reliance can be placed on the representations made by Loot management during the 

course of forming this opinion. 
 

6. APPROPRIATENESS AND REASONABLENESS OF UNDERLYING 
INFORMATION AND ASSUMPTIONS 

We satisfied ourselves as to the appropriateness and reasonableness of the information 
and assumptions employed in arriving at our opinion by: 
• Considering the historical trends of information and assumptions on Loot; 
• Comparing and corroborating such information and assumptions with external 

sources of information, if such information is available; and 
• Determining the extent to which representations from management and other 

industry experts were confirmed by documentary evidence as well as our 
understanding of Loot and the economic environment in which the Company 
operates. 
 

7. PROCEDURES 

In arriving at our opinion, we relied upon financial and other information, obtained 
from management together with industry-related and other information in the public 
domain. Our conclusion is dependent on such information being accurate in all material 
respects. 

In arriving at our opinion we have, inter alia, undertaken the following procedures in 
evaluating the fair and reasonableness of this valuation: 
• Reviewed and analyzed the aforementioned financial information on Loot 

including, inter alia: 



– the consolidated management accounts and audited financials for FY15 – FY17; 
– the forecast for the FY18 – FY22 financial years; 

• Where relevant, corroborated representations made by the respective management 
teams to source documents; 

• Reviewed certain publicly available information relating to Loot that we have 
deemed relevant; 

• Obtained letters of representation from Loot management asserting that we have 
been provided with all relevant information and that no material information was 
omitted and that all such information provided to us is accurate in all respects; and 

• Considered other relevant facts and information relevant to concluding this opinion. 
 

8. VALUATION METHODOLOGY 

In considering this valuation, UDC performed an independent valuation of Loot as at 
31 December 2017. 

There are three business units to be valued: B2B-Regional, B2B-Industry, and 
Loot.co.za.  For B2B-Regional and B2B-Industry, revenues are expected to grow at 
10% into the foreseeable future, while the revenues for Loot.co.za are assumed to be 
growing at 30% from 2018-2022 and 5% beyond 2022.  The three units make up Loot, 
and we assume revenues to grow at 30% from 2018-2022 and 5% beyond 2022. 

We have decided to use the income approach as our methodology.  Cash flows to be 
discounted using the weighted average cost of capital (WACC).  The WACC is the sum 
of the cost of equity and cost of debt weighted by the proportion of capital used in each 
category.  If the company does not have any long-term debt, the WACC will simply be 
the cost of equity (RE).  One of the widely used model to estimate RE is the capital 
asset pricing model (CAPM).  Using a report published by PricewaterhouseCoopers 
(PWC), the most widely accepted benchmark for the risk-free rate is the R186 bond 
yield, approximated at 9%.  According to firm management, Naspers Inc. is viewed as 
a competitor (as well as a peer).  Hence, we adopted the estimated beta for Naspers as 
an approximation for firm beta.  As for the market proxy, we decided to use ALSI 
(FTSE/JSE Africa All Share Index), based on the popularity of use by respondents to 
the PWC survey.  Due to the relative small size of the company, a small firm premium 
will be added to the WACC.  In addition, a specific risk premium needs to be added 
(according to PWC).  Hence, we have decided to add a conservative premium (on the 
higher end) to the WACC.  Given that both B2B-Regional and B2B-Industry have no 
long-term debt, the cost of equity and WACC are as follows: 

CAPM: RE = Rf + β * (RM-Rf) 

WACC = Rf + β * (RM-Rf) + SSP + SRP 

As for Loot.ca.za and Loot, the cost of equity and WACC are as follows: 

CAPM: RE = Rf + β * (RM-Rf) 

WACC = WD * RD + WE * RE + SSP + SRP 

Hence, with all factors considered, the WACC used for B2B-Regional & B2B-Industry 
is 27.30%; for Loot.co.za valuation, the WACC used is 26.92%; as for the Loot 
(combining the three business units) valuation, the WACC used is 24.01%.  The WACC 
for Loot is lower than the other three units is justified by the fact that a smaller small 
firm premium was added compared to Loot.co.za and that long-term debt forms part of 
Loot’s capital structure. 



9. OPINION 

Our opinion is based on the current economic, market, regulatory and other conditions 
and the information made available to us up to 15 January 2018. Accordingly, 
subsequent developments may affect this opinion, which we are under no obligation to 
update, revise or re-affirm, as stated herein. 

Based on UDC’s analysis, subject to the aforegoing and after taking into account all 
financial and non-financial considerations, we calculated an indicative valuation of 
R16.51 billion for Loot, R335.42 million for Loot.co.za, R5.15 billion for B2B-
Regional, and R10.46 billion for B2B-Industry. 

Subject to the aforegoing assumptions, based on our analysis and after taking into 
account all financial and non-financial considerations, we are of the opinion that the 
proposed valuation is fair and unbiased. 

 
10. LIMITING CONDITIONS 

This opinion is provided to the Board in connection with the sole purpose of assisting 
JSE to determine Loot’s application to be listed on the exchange. This opinion is 
prepared solely for the Board and therefore should not be regarded as suitable for use 
by any other party or give rise to third party rights. 

The forecasts relate to future events and are based on assumptions, which may not 
remain valid for the whole of the relevant period. Consequently, this information cannot 
be relied upon to the same extent as that derived from audited financial statements for 
completed accounting periods. We express no opinion as to how closely actual results 
will correspond to those forecasted for Loot. 

We relied upon the accuracy of the information used by us in deriving our opinion, 
albeit that, where practicable, we have corroborated the reasonableness of such 
information and assumptions through, amongst other things, reference to historic 
precedent and our knowledge and understanding. Whilst our work has involved an 
analysis of the annual financial statements, forecasts and other information provided to 
us, our engagement does not constitute nor does it include an audit conducted in 
accordance with applicable auditing standards. Accordingly, we assume no 
responsibility and make no representations with respect to the accuracy or completeness 
of any information provided to us in respect of this valuation. 

The opinion expressed is necessarily based upon information available to us, the 
financial, regulatory, securities market and other conditions and circumstances existing 
and disclosed to us as at the date hereof. We have furthermore assumed that all 
conditions precedent, including any material regulatory and other approvals required in 
connection with this valuation have been or will be properly fulfilled. Subsequent 
developments may affect our opinion, however we are under no obligation to update, 
revise or re-affirm such. 
 

11. REFERENCES 
 
Inflation Rate – South Africa 

https://www.statista.com/statistics/370515/inflation-rate-in-south-africa/ 
Inflation Rate – United States 

https://www.statista.com/statistics/244983/projected-inflation-rate-in-the-
united-states/ 



Naspers Beta Estimation 
https://www.reuters.com/finance/stocks/overview/NPNJn.J 
https://finance.yahoo.com/quote/NPSNY?p=NPSNY 

Purchasing Power Parity Calculator – The Big Mac Index Calculator 
http://www.bigmacindexconverter.com/ 

Risk-free Rate – Yield on R186 Bonds 
https://www.resbank.co.za/Research/Rates/Pages/CurrentMarketRates.aspx 

Valuation Methodology Survey 2016/2017 
https://www.pwc.co.za/valuation-survey 

 
12. VALUATION TEAM PROFILE 

 
Catalina Hurwitz, Ph.D. 
- Assistant Professor of Finance 
- Doctor of Philosophy in Finance, Florida International University, Miami, Florida 
- Master of Science in Finance, Florida International University, Miami, Florida 
- Master of Science in Computer Science, Northeastern Illinois University, Chicago, 

Illinois 
- Two years of teaching Finance at college and graduate levels 
- INDIVIDUAL IS NOT A MEMBER OF ANY NATIONALLY RECOGNIZED 

APPRAISAL ORGANIZATION 

Tih Koon Tan, Ph.D. 
- Associate Professor of Finance 
- Doctor of Philosophy in Finance, University of Central Florida, Orlando, Florida 
- Master of Arts in Agribusiness, Washington State University, Pullman, Washington 
- Master of Arts in Economics, Washington State University, Pullman, Washington 
- Bachelor of Arts in Finance, Washington State University, Pullman, Washington 
- Seven years of teaching Finance at college and graduate levels 
- INDIVIDUAL IS NOT A MEMBER OF ANY NATIONALLY RECOGNIZED 

APPRAISAL ORGANIZATION 

 
 


