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Consolidated Infrastructure Group (CIG) is a

pan-African infrastructure-focused group
with a diversified portfolio of operations in
power, building materials, oil and gas and rail.
OUR FOOTPRINT SPANS SOUTH AFRICA, THE REST OF
AFRICA AND THE MIDDLE EAST.

* 16 months from 1 September 2018 to 31 December 2019 following the
group’s change from an August to December year-end.

THE GROUP LISTED ON THE
JSE LIMITED IN 2007.

69%* OF REVENUE

IS DERIVED IN SOUTH AFRICA

31%

* IN THE
AND
REST OF ITS MARKETS.
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Salient features
for the 4 months ended
31 DECEMBER 2019

R955

million

for the 12 months ended
31 AUGUST 2019

REVENUE

R3,169
billion

F2018:
R3,137 billion

-R131

million

EBITDA1

-R818

million
F2018:
-R593 million

R53

million

CASH FLOW
FROM
OPERATIONS

-R326,4
million
F2018:
R38 million

-R0,71

per share

EPS2

-R3,98

per share
F2018: -R8,50

R0,65

per share

NAV3

R1,45

per share
F2018: R5,60

1 Loss before interest, taxation, depreciation and amortisation
2 Loss per share
3 Net asset value
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14%

1%

7%

28%

1% 3%

57%
88%

HEADCOUNT*
PER BUSINESS
Power
Building Materials
Oil & Gas^
Rail
Corporate

1 932*
TOTAL PERMANENT
EMPLOYEES

HEADCOUNT*
PER REGION
South Africa
Rest of southern Africa
Middle East
East Africa

R2.6
billion
CONTRACT ORDER BOOK**

R197
million
OPERATIONS AND
MAINTENANCE
ORDER BOOK***

23%

FEMALE

84%

BLACK#

* At 31 December 2019
** Secured contracting revenue value to be executed from 1 January 2020.
*** Secured operations and maintenance revenue value to be executed
from 1 January 2020
^ Oil & Gas constitutes the group’s 30,5% investment in Angola
Environmental Servicos Limitada, a 30,5% associate that is equity
accounted. As the group does not control the business, its employees are
not included in the group’s headcount
# Black, Indian and Coloured
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About this report
Consolidated Infrastructure Group (CIG) is listed on the JSE Limited in the Electronic and Electrical
Equipment sector.
In the 16 months* under review, the group operated through four reportable clusters of Power, which supplies
high-voltage infrastructure and metering to the energy sector; Building Materials, which supplies heavy building
materials to the construction industry; Oil & Gas, which provides waste management services to the industrial and
natural resources exploration sectors; and Rail, which provides maintenance solutions and railway electrification.

SCOPE OF THE REPORT

The group changed its year-end from 31 August to 31 December
this year to align the company’s financial reporting with that of
its major shareholder, Fairfax Africa. The change from August to
December 2019 resulted in a four-month financial year-end. The
group therefore had two financial year-ends during 2019, firstly
the 12 months to 31 August 2019 and secondly the four months
to 31 December 2019.

BASIS OF PREPARATION

The integrated annual report primarily
targets current shareholders and
potential investors in the group, as well
as other financial stakeholders. It also
covers areas of interest to stakeholders
such as suppliers, employees, customers,
providers of capital and government.

The audited annual financial statements for the 12 months ended
31 August 2019 were distributed to shareholders on 20 December 2019.

The company has applied the principles
of the King IV Report on Corporate
Governance for South Africa, 2016 (King IV).
For the group’s application of King IV, refer
to page 100.

CIG obtained a dispensation from the JSE Limited, which allowed
the company to prepare one integrated annual report to be issued
together with the audited annual financial statements for the period
to 31 December 2019.

We have also considered the
recommendations contained in the
International Integrated Reporting
Framework issued in December 2013.

This 2019 integrated annual report therefore presents an overview of
the performance of the group for the period 1 September 2018 to
31 December 2019. This document is supplemented with summarised
audited annual financial statements for the 12 months ended 31 August 2019
and for the four months ended 31 December 2019. The audited annual
financial statements for the 12 months ended 31 August 2019 and for the
four months ended 31 December 2019 are available on the group’s website.

The annual financial statements have
been prepared in accordance with
International Financial Reporting
Standards (IFRS), the requirements of the
Companies Act, 71 of 2008 (as amended)
(the Companies Act) of South Africa, the
Listings Requirements of the JSE Limited,
the SAICA Financial Reporting Guides,
as issued by the Accounting Practices
Committee, and Financial Reporting
Pronouncements, as issued by the
Financial Reporting Standards Council.

The integrated annual report addresses clusters, segments and
subsidiaries of the company, as illustrated in the group structure on
pages 6 and 7 across all regions of operation.
There were no restatements of previously reported information for the
financial year ended 31 December 2019. As reported, the annual financial
statements for the year ended 31 August 2018 were restated.
For more information, please refer to the annual financial statements at www.ciglimited.co.za

* The group changed its year-end from August to December and reports on two financial year-ends in this integrated annual report
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MATERIAL ISSUES AND
STAKEHOLDER ENGAGEMENT
The group engaged with a range of
stakeholders this year, in particular with
financial stakeholders during the process
of returning the group to a more
sustainable financial position.
Refer to page 20 for information on our
stakeholders and the issues raised.

Our stakeholder engagement, in
combination with consultations with our
board and management team, crystallised
the material issues we report on in this
integrated annual report.

ASSURANCE

The combined assurance model of the
group is currently based on two levels:

1
2

Management-based assurance

Independent assurance, which
includes external and internal
audits, International
Organisation for Standardisation
certification and audits
conducted by consulting
engineers and other parties

Refer to pages 18 to 22 for more information.

In line with management’s aim of
enhancing internal processes and
controls to improve risk management, the
level of intervention and assurance
substantially increased during the year.
Refer to page 39 for more information.

The group historically reported on risk
and legal assurance. This model is
currently being revised, as it was too far
removed from the operational intricacies
of the day-to-day running of the
businesses. During the year, the board
carefully evaluated the group’s key risks
and material issues, as outlined on
pages 20 to 22. The board is satisfied that
the most relevant risks have been
assessed and are being addressed.

RESPONSIBILITY STATEMENT
AND REVIEW
The audit and risk committee and the
board acknowledge their responsibility
to ensure the integrity of this
integrated annual report. It has been
reviewed by the audit and risk
committee and the board. The annual
financial statements included in this
integrated annual report have been
audited by the group’s external auditor.

FORWARD-LOOKING
STATEMENTS
This integrated annual report
contains forward-looking
statements that, unless
otherwise indicated, reflect the
company’s expectations as at
31 December 2019.
Actual results may differ
materially from the company’s
expectations if known and
unknown risks or uncertainties
affect its business, or if
estimates or assumptions prove
inaccurate. The company cannot
guarantee that any forwardlooking statement will
materialise and, accordingly,
readers are cautioned not to
place undue reliance on these
forward-looking statements.
The group’s external auditor
and/or assurance providers
have not assured forwardlooking statements.
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Group structure
CONSOLIDATED INFRASTRUCTURE GROUP LIMITED

POWER

CONCO*

CONLOG

CPM**

CIGenCo

Power EPC#
contractor

Pre-paid meters

Operations and
maintenance

Developer

SOUTH AFRICA EPC

SOUTH AFRICA^

SOUTH AFRICA

SOUTH AFRICA

INTERNATIONAL EPC

NIGERIA

NAMIBIA

NAMIBIA

ZAMBIA

MAURITIUS

ENERGY SOLUTIONS
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BUILDING MATERIALS

OIL & GAS

RAIL

BUILDING MATERIALS

AES***

TRACTIONEL

Oil refinery
waste management

Maintenance services
Overhead lines
Electrification
Track supplies

Aggregates
Quarries

Roof tiles
Bricks

DRIFT
SUPERSAND

WEST END
CLAY BRICK
* 		 Consolidated Power Projects
** 		 Consolidated Power Maintenance
*** 	Angola Environmental Servicos Limitada, a 30,5% associate that is equity accounted
#
		 Engineering, procurement and construction
^		 Including exports to multiple countries. Refer to page 10 and 11
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Our offering

Refer to pages 40 to 63
for more information.

POWER
CONCO*
Offering
Leading African supplier of highvoltage turnkey electrical sub-stations,
overhead power lines, renewable
energy (wind and solar) and related
products in South Africa, the rest of
Africa and the Middle East.

Strategic advantages
• Proven ability to execute
• Product agnostic turnkey offering
• Leading position in key markets

CONLOG
Offering
Leading developer, manufacturer and
distributor of pre-paid electricity
meters and related applications and
support services.

Strategic advantages
• Market leaders in Africa
• Strong brand and track record
• Proven product development technical
skill set
• Established position in key markets

CPM**
Offering
Provides long-term operational and
maintenance services to wind farms,
solar parks, municipalities and utilities.

Strategic advantages
• Ability to service multiple original
equipment manufacturers
• Consolidated offering, with synergies
with CONCO and CIGenCo
• South African-based business with
entrenched understanding of local
conditions through track record and
local, relevant skills

CIGenCo
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Offering

Strategic advantages

Invests and oversees the development,
construction and operation of power
and electrical infrastructure projects.

• Late-stage project development niche
• Local expertise and partners
• Access to multiple revenue streams

Refer to pages 64 to 69
for more information.

BUILDING MATERIALS
BUILDING MATERIALS
Offering
Producers of aggregates of crushed
stone and rock for application in roads,
readymix and concrete.

Strategic advantages
• Innovative development of
supplementary products in response to
market requirements

Manufacturer of concrete roof tiles.

• Retained client base and increased
market share in a depressed market

Manufacturer of face, semi-face and
plaster clay bricks.

• Flexible cost structures

Refer to pages 70 to 73
for more information.

OIL & GAS
AES***
Offering
Full integrated waste management
services to the oil and gas industry,
including the collection, recycling and
disposal of oil-based waste created
during the drilling process.

Strategic advantages
• Niche product offering
• Best-in-class environmental policies
and practices
• Licensed international technology
• Efficient scalable operations

Refer to pages 74 to 79
for more information.

RAIL
TRACTIONEL
Offering
Leading railway electrification
company in South Africa, providing
transmission lines, sub-stations up
to 132kV and installation and
maintenance of electrical lines for
railways.

Strategic advantages
• Exclusive affiliations with international
providers
• Niche railroad product offering
• Proven ability to execute

* 		 Consolidated Power Projects
** Consolidated Power Maintenance
*** 	Angola Environmental Servicos Limitada, a 30,5% associate that is equity accounted
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Geographic reach
The group operates in South Africa, the rest of Africa and the Middle East.
It exports to multiple countries.

WEST AFRICA
Revenue
(R’million)**

Countries
11
12
13
14
15

Burkina Faso
Ghana
Nigeria
Benin
Ivory Coast

Number of
employees*

9

–

16 Senegal
30	Sierra Leone
34	Togo
35	Liberia
36	Mali

–%
of total revenue

Segments active in region

Power: CONCO, Conlog

25

24

26
36

31

27

16
11
30

15

35

12

14
34

13
33

CENTRAL AFRICA
Countries
7
8
9
10
37

DRC
Rwanda
Zambia
Angola
Burundi

Revenue
(R’million)**

17

Number of
employees*

56

37

23

20

7

1%
10

of total revenue

21

9

Segments active in region

29

2
3

28
6

5

SOUTH AFRICA
1 South Africa

18

8

7

Power: CONCO, Conlog, CPM
Oil & Gas

Countries

19

32

4

Revenue
(R’million)**
2 822

Number of
employees*

1

1 708

69%
of total revenue

Segments active in region

Power: CONCO, Conlog, CPM, CIGenCo
Building Materials
Rail: Tractionel

10

¡ Operating in region
n Experience in region
* At 31 December 2019
** For the 16-month period to 31 December 2019

22

FOR THE 16-MONTH
PERIOD TO
31 DECEMBER 2019,

31%

OF GROUP REVENUE WAS
GENERATED FROM OUTSIDE
SOUTH AFRICA.

MIDDLE EAST
Revenue
(R’million)**

Countries
24
25
26
27

24

78

Saudi Arabia
UAE
Oman
Yemen

Number of
employees*

2%
of total revenue

Segments active in region

Power: CONCO, Conlog

EAST AFRICA
Revenue
(R’million)**

Countries
17
18
19
20
21
22

Uganda
Kenya
Ethiopia
Tanzania
Malawi
Mauritius

23
28
31
32
33

Seychelles
Madagascar
Sudan
South Sudan
Chad

505

Number of
employees*

51

12%
of total revenue

Segments active in region

Power: CONCO, Conlog, CIGenCo

REST OF SOUTHERN AFRICA
Countries
2
3
4
5
6
29

Namibia
Botswana
Lesotho
Swaziland
Mozambique
Zimbabwe

Revenue
(R’million)**
637

Number of
employees*

133

15%
of total revenue

Segments active in region

Power: CONCO, Conlog, CPM, CIGenCo

AD HOC TRADING
Revenue
(R’million)**

Countries
Brunei
Dutch Antilles
Haiti
New Caledonia
Papua New Guinea
French Polynesia

25

Number of
employees*

–

1%
of total revenue

Segments active in region

Power: Conlog
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Our strategy
CIG’s companies date back more than 30 years. Today, it has become a diversified group with
a proven track record in a number of growth sectors, such as transmission and renewable
energy. We have world-class power and electrical engineering, procurement and construction
(EPC) capabilities with an established footprint across Africa. We have operating experience in
26 countries, with an export track record to 37 countries.

THE GROUP’S STRATEGY FOCUSES ON THE POTENTIAL
GROWTH IN AFRICA, AS MORE THAN 1 BILLION PEOPLE ARE
PROJECTED TO BE LIVING IN CITIES IN AFRICA BY 2050, AND ONE IN
FIVE OF THE PLANET’S PEOPLE TO LIVE IN AFRICAN CITIES BY 2040.
OUR VISION IS TO ENHANCE SHAREHOLDER VALUE BY ACQUIRING
AND OPERATING INFRASTRUCTURE ASSETS THAT ARE SHAPING
AFRICA’S FUTURE AND OUR GROWTH STRATEGY
IS TO SUPPORT PAN-AFRICAN GROWTH THROUGH
INFRASTRUCTURE.

The group was re-capitalised
during the period, with its leadership
and board significantly strengthened
and a new long-term shareholder
of reference secured.

OUR GROUP
INCLUDES SEVERAL
MARKET LEADERS:

Our engineering, procurement and construction (EPC)
business is a best-in-class pan-African electrification
provider.
Conlog has been recognised as a premium brand through
its pre-paid metering product and services, with strong
growth potential. It already serves more than 70 utilities
globally.
Building Materials is a key player in South African
aggregates.
AES* in Oil & Gas is a quality oil waste treatment company
that services several oil majors by using world-class
environmental management practices.

The opportunities for CIG’s power businesses across the continent continue to be driven by:
Growth in renewable
energy and off-grid
industrial-scale
opportunities in Africa.
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Leveraging the established
regional presence/market
experience to geographically
expand through cross-selling
within the group and additional
products and services.

A future improvement
in the South African
market, with project
awards and the ability
to execute projects.

Financing of
infrastructure-utilising
export credit funding
lines.

OUR REPOSITIONED GROUP PROVIDES A
STRONG BASE FOR THE FUTURE
New shareholder of reference that provides
long-term investment support and a proven
track record.
Strengthened executive management team.
Globally skilled and respected industry-leading
board of directors.
Improved business focus, culture, control
environment and governance structure.
Good growth prospects outside of South Africa.
Well positioned through our track record in the
renewable energy market to tap into potential
future opportunities in South Africa in the
renewable energy independent power producer
environment.
Our refocused EPC businesses will benefit
from any future recovery in the South African
EPC market.

OUR SHORT- TO LONG-TERM
STRATEGY

Promising prospects for our power metering
business Conlog.

SHORT-TERM

MEDIUM-TERM

LONG-TERM

• Complete our group debt
restructure

• Implement a strategy to ensure
our refocused EPC businesses
will extract opportunities in the
South African EPC market and
build a sustainable platform to
meet power requirements
across Africa

• Drive improved exposure to
annuity revenue in renewable
generation and transmission of
power, including new annuity
revenue streams through the
rental of meters in Conlog

• Finalise the CONCO turnaround
• Restructure our EPC** businesses
to ensure a sustainable offering
• Develop new markets for Conlog
• Secure the required environmental
licence renewals for AES*

• Diversify the client base in Conlog
• Raise independent capital to
support growth opportunities in
the development business
CIGenCo

• Refinance remaining debt as part
of our debt restructure
• Broaden our geographic footprint

* Angola Environmental Servicos Limitada
** Engineering, procurement and construction
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Our team

(Canadian)

(American)

MICHAEL WILKERSON (50)

RAOUL GAMSU (50)

JOHN BECK (78)

Chairman
MBA (Harvard), M.A. in International
Relations (Yale), B.S. (Oral Roberts
University)
Appointed: 2019

CEO
BAcc, CA(SA)
Appointed: 2007

Civil Engineering (McGill University)

Michael provides strong
leadership and guidance to the
CIG board, based on his longstanding financial advisory and
asset management experience
at leading firms across the US.
His proven M&A and capital
raise skills set, underpinned
by entrenched experience of
operating in Africa, has added
insight to the board.

COMMITTEES
Invitee to audit and risk, social and ethics,
remuneration, investment, fincom (a working group
of the investment committee)
Raoul contributes to organisational
leadership with a strong entrepreneurial
vision and flair for innovation, balanced
with a thorough understanding of the
infrastructure and power markets in
Africa. He has worked in the emerging
markets for the last three decades, with
a proven ability to lead through economic
and business cycles. Raoul has the ability
to crystallise broader strategy without
losing sight of the detailed execution.

Fellow of the Canadian Academy of
Engineering
Appointed: 2019
COMMITTEES
Remuneration (chairman), nomination
(chairman), investment
John is a highly-valued addition
to the CIG board as an industry
luminary with more than 50 years’
experience directly relevant to
the group. He also has a strong
track record in the turnaround and
development of construction-related
businesses across the globe.

(Ghanaian)

KOFI BUCKNOR (64)

ROGER HOGARTH (65)
Lead independent non-executive
director
BCom (Wits), CA(SA)
Appointed: 2018
COMMITTEES
Audit and risk (chairman)
Roger is ideally positioned
to serve as lead independent
director given his experience as
CFO of major South African-listed
entities, with a specific focus
on enhancing governance and
controls. His experience in the
financial departments of listed
entities has been meaningful
to the board.
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CRISTINA TEIXEIRA (46)
CFO
BCom, BCompt (Hons), AMP (Insead), CA(SA)
Appointed: 2019
COMMITTEES
Invitee to audit and risk, social and ethics, investment,
fincom (a working group of the investment committee)
Cristina has more than a decade of
experience as a CFO of a listed company
and a track record of more than
20 years in the infrastructure sector.
She has particularly proven her skills in
managing and rightsizing constructionrelated businesses in downcycles. Her
expertise in the areas of governance,
financial management and controls, as
well as transparent financial reporting, has
especially benefited CIG at this stage of the
group’s repositioning and development.

BSc (Bus Admin), MBA (Finance)
Appointed: 2012
COMMITTEES
Remuneration, nomination, investment
Kofi is a recognised private equity
specialist in Africa, with a history
of operating in African markets.
His international board experience
complements that of his fellow
directors, and he brings a valuable
global perspective to the board.

EXECUTIVE DIRECTORS
NON-EXECUTIVE DIRECTORS
INDEPENDENT NON-EXECUTIVE DIRECTORS

(American)

(Pakistani)

(British)

TRENT HUDSON (38)

AHMAD MAZHAR (36)

SEAN MELNICK (50)

BEng, BSc Mechanical Engineering
(Harvard)
Appointed: 2018

BSc Electrical Engineering (Georgia
Institute of Technology), MBA (Wharton
School, University of Pennsylvania)
Appointed: 2019

BCom (Hons) (University of
Witwatersrand), CA(SA), CFA
Appointed: 2019

COMMITTEES
Remuneration, nomination, investment, fincom
(a working group of the investment committee)
Trent’s specialist financial modeling
expertise, combined with his specific
debt structuring skills, has been very
valuable to the CIG finance team. He
is a recognised investment specialist
and brings his extensive global board
experience to the board.

COMMITTEES
Social and ethics, investment, fincom (a working
group of the investment committee)
Ahmad’s investment experience
in emerging markets has brought
value to the board. He has been
particularly effective in his support to
CIG executives on debt restructuring,
a key current strategic objective
of the group. His international
board experience and his ability to
contribute and contextualise within
a global perspective has been
invaluable.

COMMITTEES
Investment committee (chairman), fincom
(a working group of the investment committee)
Sean boasts an established track
record in building businesses,
supported by strong M&A experience.
His expertise is critical to CIG at this
stage of the group’s repositioning and
development. His extensive capital
raising experience across debt and
equity markets and his expertise in
capital allocation and investment have
played a critical role in CIG’s drive to
improve these aspects of its business.

(Kenyan)

KEVIN KARIUKI (55)
PhD, Chartered Electrical Engineer
Fellow of the Institute of Engineering
and Technology
Appointed: 2016
COMMITTEES
Audit and risk, investment
Kevin’s reputable project development
and management track record
in developing privately financed
infrastructure projects, involving
complex construction contracts, has
brought additional acumen to the
board. His particular experience in
the power sector in Africa has added
important insight to the board.

(Canadian)

QUINN MCLEAN (40)

JUDY NWOKEDI (61)

BA Acc MBA (University of Toronto),
CFA, CPA
Appointed: 2019

BSocSc
Appointed: 2012

Quinn has 15 years’ experience in
investment markets, specifically in
Europe, the Middle East and Africa.
His established industry network
and international board proficiency
have been particularly beneficial to
the group.

COMMITTEES
Social and ethics (chairman), audit and risk
Judy has sound knowledge of the
South African and pan-African
landscape, with a specific focus on
the challenges and requirements of
the infrastructure sector. This has
added value to the board.
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Our stakeholder
engagement
During a very difficult period, the group attempted to improve stakeholder
engagement where possible. However, our immediate challenges required
significant engagement with specifically our financial stakeholders.
STAKEHOLDERS

KEY CONCERNS
CIG’s ability to repay the debt due on the
group’s note programme.

BONDHOLDERS

Our ability to repay the note programme
debt which is being restructured into a
term loan facility.
Our ability to meet financial covenants set
within the term loan facility being
structured.

CONCO’s ability to repay the debt due on its
general banking facility.

BANKING
PARTNERS

CONCO’s ability to repay the portion of
overdraft debt which is being restructured
into a term loan facility.
CONCO’s ability to meet financial
covenants set within the term loan facility
being structured.

CONCO’s sustainability in light of its
material debt profile.

SHAREHOLDERS

CLIENTS AND
SUPPLIERS

Significant ongoing engagement with the
material providers of bond debt to
negotiate and conclude a revised
repayment profile and term facility loan
that will support the group and provide
the bondholders with appropriate
repayment of their capital and interest.

Significant ongoing engagement with the
banking partners that provide overdraft
and trade finance to CONCO to negotiate
and conclude a revised repayment profile
that will support the group and provide
the banks with the appropriate repayment
of their capital and interest.
Revised payment schedules have been
agreed and are being adhered to with a
separate banking partner (external to the
group’s banking common terms
agreement).

CIG’s intended strategy, including the
timing for appropriate return on
invested capital.

The engagement has been mainly
focused on SENS announcements to
all stakeholders, with infrequent direct
shareholder engagement. With the
positive steps taken in the last year to
resolve issues and address future
strategy, we are committed to
improving this.

CONCO’s ability to execute on its
committed order book and to support new
order intake.

Ongoing engagement by senior officials
(CEO to CEO) with key clients such as
Eskom and PRASA**.

CONCO’s ability to remedy any
underperformance by sub-contractors
and OEMs*.

Ongoing engagement by senior officials
(CEO to CEO) with key suppliers.

Progress on the turnaround initiatives
implemented at CONCO.

CONCO’s concerns around the quality and
timing of delivery by OEMs* on key
renewable projects.

* Original equipment manufacturers
** The Passenger Rail Agency of South Africa
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OUR APPROACH

Remedial action has been implemented
to limit the impact that CONCO suppliers
have on us as the EPC contractor.

STAKEHOLDERS

CREDIT
PROVIDERS

KEY CONCERNS
CONCO’s ability to repay the debt due on its
general banking facility and any contingent
liability in the form of guarantees (should
these materialise) and the impact this has
on its extent of free cash.

OUR APPROACH
Engagement with providers of credit
insurance and guarantees to ensure
ongoing support for the group.
SENS announcements to update all
stakeholders.

CONCO’s ability to honour its other general
liabilities.
The perceived risk on the credit profile of
other CIG-related businesses due to the
challenges at CONCO.

GOVERNMENT
DEVELOPMENT
AGENCIES

Ensuring EPC* contractors executing on all
rounds of renewable energy projects
deliver quality and timeous projects as
part of South Africa’s renewable energy
offering.
Ensuring that South African renewable
projects contain the appropriate level of
local content in both supply and execution
services so that local companies can
benefit from this infrastructure spend.

Possibility of further restructuring required
within the group and in particular CONCO,
with the resultant impact on jobs.

EMPLOYEES

Impact of CONCO’s cash absorption on CIG
and the limitation on capital to be applied
to other growth areas and businesses.

Engaging with the role players in the
renewable independent power producer
procurement programme to provide the
contractor’s view on risks and
opportunities for the next round of
renewables.

The challenging last few years have made
engagement with employees difficult.
With the positive steps taken in the last
year to resolve issues and address future
strategy, we are committed to improve our
engagement.

Future strategy and intent of CIG’s
business portfolio.

Community members often seek
employment at our sites and require our
support to invest in their communities.

We contribute to the development of the
communities close to where our activities
are predominantly conducted, or within
which our products or services are
marketed.
Each of our clusters have focused socioeconomic development strategies, with
several initiatives benefiting communities
close to our operations.

COMMUNITIES

We also employ from the local communities
where relevant and work with our clients to
clarify local community requirements on
projects at the tender stage.
We comply with the local content/local
contribution requirements on our projects.
We engage directly with communities,
especially on contracting projects to
address concerns.
* Engineering, procurement and construction
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Our material issues
and key risks
MATERIAL
ISSUES
This section outlines the
concerns raised by our
stakeholders, as well as
the issues and key risks
the management team
and the board of directors
are addressing.

1
SHORT-TERM
LIQUIDITY PRESSURE
CIG has significant debt
maturing within its unlisted
bond-note programme.
CONCO has local and
international bank overdrafts,
as well as trade finance
facilities and contingent
guarantee facilities.

Strategy to address this
The short-term debt is being
restructured into a longer
debt repayment profile and
being transferred from a
bond-note programme into a
term-loan facility structure.
Extensive engagement with
the relevant banking
partners has taken place
to restructure the local
overdrafts into a term loan
facility to improve short-term
liquidity.

3

2
LACK OF
INFRASTRUCTURE
SPEND

INSUFFICIENT DEPTH
IN LOCAL SUPPLY
CHAIN

Slowdown in South African spend,
including limited infrastructure
spend, has impacted the EPC*
business. Small and infrequent
projects from PRASA** impacted
our Rail business.

The poor financial position of
contracting suppliers and
sub-contractors following a very
difficult construction cycle in South
Africa has resulted in pressure on
their ability to perform.

Eskom’s current issues are
impacting the roll out of other
opportunities, such as pre-paid
meters, as the focus is only on
addressing the crisis of failing
infrastructure.

The independent power producer
(IPP) procurement programme
requires local content in the supply
of goods for renewable contracts.
However, local providers are often
not able to deliver to the quality
required for operational supply.
This has caused delays to
contracts and placed EPC*
contracts at risk for penalties.

Although significant opportunity
exists, there is a lack of funding
being applied to, and traction on,
achieving financial close on
projects in the rest of Africa.

Strategy to address this
Strategy to address this
The group’s offering is aligned
to deliver on the strategic
requirements in South Africa
for accessible and stable
power.
Discussions with relevant
industry bodies and clients are
ongoing.
The group has also mobilised
an integrated service offering
by using its power value chain
to assist in unlocking power
needs.
Positive engagements have
been held with international
funding agencies. Funding
traction and significant interest
have been received in support
of selected projects CIG has
been developing.

Refer to pages 32 to 39
for more information.
Refer to pages 30, 44 and
78 for more information.
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CIG and CONCO are engaging
with the IPP role players to
provide the contractor’s view of
the risks and opportunities for
the next round of renewables.
We are also engaging with
suppliers of equipment to
ensure their product is
produced at the correct quality
and within deadlines to protect
the group from penalty
exposure.
We are evaluating the sourcing
of alternative temporary
equipment solutions and
protecting our commercial
positions.

Refer to page 45 for more
information.

4

5

EPC* CONTRACT
RISK

BUSINESS STABILITY
FOR CONCO

The contracting environment has
been structured as a client market,
with contractors assuming too
much risk for too little reward.

CONCO has been through a very
difficult last few years, with
significant losses. Its return to cash
and profitability is critical to ensure
no further drag or impact on CIG.

Strategy to address this

Strategy to address this

Our commercial positioning has
to change relative to the group’s
risk appetite and risk-bearing
capacity. We have revised our
commercial and contracting
terms and appointed appropriate
commercial resources at CONCO
and CIG with both EPC and
project structuring expertise.

Several interventions have
been put in place to address
the issues.
Material shareholder capital
has also been allocated to this
entity.

Refer to pages 25 and 35
for more information.
Refer to page 44 for more
information.

6
ENVIRONMENTAL LICENCE
IN ANGOLA
Angola Environmental Servicos Limitada (AES)
operates with multiple environmental licences.
The process for the renewal of one of seven licences
has been unexpectedly protracted with authorities
questioning certain environmental aspects. With
proven world-class environmental practices, we
believe these requests are unfounded.

Strategy to address this
Engaging with role players to address issues to
ensure the licence is renewed.

Refer to page 72 for more
information.
* Engineering, procurement and construction
** The Passenger Rail Agency of South Africa
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Material issues and key risks continued

KEY RISKS
INSUFFICIENT LIQUIDITY to weather any material
deviations to cash forecasts.
Refer to pages 34 to 39
for more information.

PERFORMANCE FAILURE by local suppliers on renewable
contracts. This subjects the group to the risk of penalties
and cost overruns, as well as late handover of contracts.
Refer to page 45 for more
information.

Adherence to signed debt restructuring to PREVENT A
BREACH of financial covenants.
Refer to pages 36 to 39
for more information.

ATTRACT AND RETAIN adequate divisional management
and operational employees to deliver in an extremely
taxing EPC market.
Refer to pages 30 and 43
for more information.

LACK OF INFRASTRUCTURE SPEND in South African
markets requires the rightsizing of operations.
Refer to pages 25 and 37
for more information.

22

CIG INTEGRATED ANNUAL REPORT 2019

23

Chairman’s letter
TO SHAREHOLDERS
IN THE FIRST YEAR FOLLOWING CIG’S RECAPITALISATION, WE
RECONSTITUTED THE BOARD OF DIRECTORS, SUCCESSFULLY
REACHED TERMS WITH KEY LENDERS ON A RESTRUCTURING
OF FINANCIAL DEBT, INITIATED A TURNAROUND PROGRAMME
FOR CONCO, AND STRENGTHENED THE MANAGEMENT TEAM.
THE BOARD IS FOCUSED ON ACHIEVING SPECIFIC NEAR-TERM
DELIVERABLES THAT WILL LEAD TO LONG-TERM
SUSTAINABILITY FOR CIG.

pressure at the group, and provide
opportunity to reposition CIG to ensure
sustainable performance, despite the
headwinds facing the group and market
generally. Since the recapitalisation and
restructuring, substantial progress has
been made in turning around the
business.

MICHAEL WILKERSON

INTRODUCTION
The recapitalisation of CIG through the
R300 million secured convertible loan
provided by Fairfax Africa in June 2018
and the R800 million rights offering
(underwritten by Fairfax Africa) in
January 2019 were essential steps to
ensure that CIG could not only survive,
but be strongly positioned as a
well-capitalised leader in the market
going forward. The recapitalisation was
intended to relieve short-term cash
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Prior to the recapitalisation, CIG found
itself in a difficult financial position as
a result of a number of internal
challenges, including several years of
growing its engineering, procurement
and construction (EPC) platform too
rapidly and chasing revenue without
the required controls and discipline to
manage growth. This led to heavy
operating losses, mismatched timing
of cash flows, a sub-optimal capital
structure, destruction of shareholder
value and high short-term debt levels
for the group.

FAIRFAX AFRICA’S INVESTMENT
Fairfax Africa is an investment holding
company focused on long-term,
value-oriented investing through
control or significant influence
positions in African businesses. Fairfax
Africa shares CIG’s vision to build a
successful energy infrastructure
platform that delivers the very best
products and services in key markets

in Africa. The strategic investment of
Fairfax Africa in CIG reflected Fairfax
Africa’s goal to capitalise on
fundamental value investing
opportunities with potential for
substantial long-term growth. Fairfax
Africa believes in the long-term
fundamentals of Africa, and CIG
represents a company that has proven
technical capabilities as a competent
leader in energy infrastructure
development. Notwithstanding the
short-term challenges facing CIG,
Fairfax Africa believes this investment
represents a unique opportunity to
support the potential for long-term
value creation on an established
platform.

KEY BOARD FOCUS AREAS
The board worked closely with
management during 2019 as it
engaged the group’s main lenders to
reach agreement on terms for a
restructuring of the financial debt of
CONCO and CIG. The process has
resulted in an agreement with both
bank and bondholder groups on terms
acceptable to all parties. The
agreements reached in the fourth
quarter of 2019 are now being
converted into binding lending
documents, which further detail the
principles agreed and now substantially
operative. With the group’s financing
restructure complete, the board will
focus its attention on CIG’s portfolio of
businesses. We will critically evaluate
each business for value-enhancing
opportunities to ensure the most
optimal strategy is pursued in current
market conditions.
Critical to our successful turnaround
is addressing the challenges at CONCO.
This remains a key focus area for the
group. We have made some tough
decisions that we believe will have
significant impact in the business.
We have also been working with our
executives to focus our team, to source
key skills and expertise where required,
and to ensure we have the best people
to put this business back on a path of
profitability.
Under the direction of the newlyconstituted board, CIG and CONCO
management implemented Project

Visibility, a comprehensive programme
to address four key areas: reliability
and accuracy of financial reporting
(including contract profit recognition);
contract delivery (including tendering,
execution, and commercial
management); liquidity management
and forecasting; and business
sustainability. The project is progressing
well and is now in its second phase.
The lack of policy certainly in South
Africa has limited the ability of
state-owned entities, municipalities
and distribution companies to move
forward on the substantial work
backlog which exists in the country.
This has resulted in a historically low
rate of new project acquisition for
CONCO, and consequently the order
book has not kept pace with the
existing cost structure. A significant
cost reduction and restructuring
plan is being developed with
implementation scheduled for the first
half of 2020. This is expected to ensure
the business returns to profitability
and to reduce the amount of cash
funding required from the group.
Outside of CONCO management
changes, the attraction and retention of
key leadership and employees remains
an important success factor for the
group. The board has recently made
some significant changes in leadership
both at CIG and within the various
businesses. We are committed to
establishing a highly-skilled leadership
team. During the months ahead, we
will work to establish a new long-term
incentive programme for key individuals,
which will align employee and company
goals for the future.

formed investment committee has
established an overview of capital
spend and allocation, as well as
stringent criteria for future investment.
This will remain a key focus for the
board and management.
Finally, and critical to the board, is
entrenching a culture of strong
governance and control, and an action
plan to support this throughout the
group. Although a lot has been
achieved in 2019, this remains top of
mind for the board.

STRENGTHENED LEADERSHIP
Cristina Teixeira was appointed group
chief financial officer and a director of
the board in April 2019. She has
brought to bear substantial
experience in the turnaround of listed
construction businesses, with a
specific focus on strengthening the
group’s financial controls, reporting
and processes. Her strong work ethic
exemplifies the group’s newlyintroduced culture of accountability,
and she has been instrumental in
leading cultural change within CIG.
She is a true team player, and her
focus from day one has added
significant value. I look forward to
seeing her substantial efforts begin to
bear fruit in 2020.

There is still a lot of work to do and
the group’s turnaround will take
some time.

Johnny Dladla was appointed as CEO
of CONCO at the end of 2018, providing
strong leadership to this business’s
management team and employees at
a critical time. Johnny’s role as a former
senior executive at Eskom allows him to
maintain and develop sustainable
relationships with all CIG clients, both in
the private and public sector, as well as
suppliers in the energy space in the rest
of Africa. Johnny sees the long-term
potential for CONCO and is actively
pursuing new business opportunities.

However, as outlined in the CEO’s
review, the team has built a solid
platform for growth this year and CIG is
on the right track for recovery. The debt
restructure was concluded on
favourable terms for the group, the
executive team and board reconstituted,
and there is a renewed focus on active
cash flow and liquidity management.
The team has also systematically
improved controls and the newly-

Andrew McJannet has been acting
as head of operations for CONCO since
August 2019. Andrew was the former
CEO of Power Group and previously
the managing director of the Civils
segment for Group Five. Andrew is
focused both on remediating legacy
projects and on implementing new
systems and processes expected to
lead to improved commercial and
financial discipline going forward.
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Chairman’s letter to shareholders continued

I am pleased with the calibre of
non-executive directors on our board.
Several members joined the board
alongside me as part of the
recapitalisation, including Sean Melnick,
John Beck, Ahmad Mazhar, Trent Hudson
and Quinn McLean. Their expertise has
enhanced the board leadership
tremendously. John Beck is a wellrecognised figure in the construction
industry. As founder and chairman of
Canadian construction leader Aecon
Group, John has over 30 years’ industry
experience, and has been very helpful
to the board and the executive team
by providing insights from his own
experience in past circumstances similar
to what CIG faces today. I look forward
to continuing to work with John and the
other directors and to seeing the benefits
of their collective experience and
wisdom impact CIG.
I want to thank incumbent directors
Roger Hogarth, Judy Nwokedi, Kevin
Kariuki and Kofi Bucknor for their
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ongoing commitment to CIG through
the group’s evolution.
Kevin will be retiring at the upcoming
AGM and although eligible, will not seek
re-election due to an executive
appointment that could result in a
potential conflict. The board
acknowledges his contribution to CIG
since 2016. He has provided invaluable
corporate history and support to the
new board and management team
during the transition of the group
following the introduction of Fairfax
Africa and reconstitution of the board.
We wish him well in his new
appointment.

LOOKING AHEAD
The group’s key objectives for 2020
include finalising agreements with
lenders; rightsizing the CONCO business
(focusing on profitability and cash
generation); partnering with a strategic
investor for CONCO which can provide

both complementary industry expertise
and strategic funding; continued
migration of the group away from EPC
construction contracting into
sustainable, annuity-like platforms to
supply power needs across Africa;
capitalising on increasing renewable
energy opportunities; diversification of
the Conlog business across geographies;
and successfully resolving the licensing
and other matters in Angola.
Power remains a critical growth area
in Africa and CONCO remains the niche
leader on the continent with proven
expertise. I am confident that the new,
strengthened management team and
the restructuring of systems, controls
and processes will solidify CONCO’s
footing.
Conlog is expected to be a major
growth driver for CIG going forward.
Acquired from Schneider Electric
almost three years ago, the business
promises several sizeable new market

development opportunities from
customer, product and geographic
expansion. Three key initiatives in 2019
of a new product line launch, migration
of the ERP system to the cloud, and
relocation to a new manufacturing
facility, all positioned Conlog for new
growth in 2020. The new manufacturing
facility will enable the business to
realise significant cost savings and
improved efficiencies. Conlog has
successfully entered the Nigerian
market, and we expect substantial
growth from the region. A talented
management team led by Logan
Moodley is fully capable of delivering
on the business’s prospects.
Although negatively impacted by
weak macro-economic conditions
in South Africa, Business Materials
remains a stable performer with
good fundamentals. Guided by a
conservative, experienced management
team under the leadership of Jannie
Hooman, the business is expected

to benefit from an improvement in
the economy.

future and potential to rebuild this
great business together.

AES, in which CIG owns a 30.5% stake,
provides the group with a US Dollardenominated income stream. The
business is expected to continue
benefiting from an improving global
environment for energy companies. In
Angola, AES’s region of operation, the
number of active oil rigs is expected to
grow from last year’s historic low.

As a board, we take our responsibility
very seriously and are committed to
doing all we can to put CIG back onto
a more solid course.

The Rail business has a well-entrenched
positioning with a credible team, good
systems and proven client delivery. This
track record positions it well for any
market improvement.

IN CLOSING
A special note of thanks and
appreciation to our financial partners,
suppliers, clients and employees who
supported us in tough conditions
throughout this year. We appreciate
your continued belief in the group’s

CIG is a leading developer of energy
infrastructure in Africa, with a
highly-skilled and award-winning
technical team. Africa’s energy needs
are enormous, and CIG is well positioned
to capitalise on its development over the
next several years.

Michael Wilkerson
Chairman
20 February 2020
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CEO’s review
SIGNIFICANT FOCUS WAS PLACED THIS YEAR ON IMPROVING
FINANCIAL CONTROLS AND SYSTEMS AND PROCESSES, AS
WELL AS IMPLEMENTING A CULTURE OF ACCOUNTABILITY.

operate and ultimately revenue
collection, remains a differentiator.

ADDRESSING OUR TURNAROUND
I have repeatedly considered the events
that have led the group to this difficult
time, and evaluated the mistakes we
have made over the last few years. It is
important that these errors are not
repeated while we undergo the
restructure and turnaround required.

RAOUL GAMSU

INTRODUCTION
As outlined in the chairman’s letter to
shareholders, trading conditions in
South Africa remained extremely tough,
offering muted visibility in particularly
the engineering, procurement and
construction (EPC) space. This has
resulted in some of our peers entering
business rescue or closing operations.
On the rest of the continent, mediumto long-term power prospects remain
promising, with renewable energy
sustaining momentum in the year.
Significant growth is expected in the
development of renewable energy and
off-grid industrial-scale opportunities
in Africa.
The group’s offering of complete power
solutions, from development, build,
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My key findings include that the group’s
underperformance is due to several
factors. Outside of severely depressed
market conditions in the markets in
which we operate, the group’s systems
and processes, including appropriate
levels of authority to ensure effective
governance and controls, were
inadequate to manage certain aspects
of the businesses, especially those that
experienced significant growth. These
businesses started over-trading with
limited governance and review from
their executives. Our management
teams are technically astute, but lacked
the financial and commercial skills
necessary to manage return
on investment and capital allocation
as the business scaled and became
more complex. As an executive team,
we did not effectively address a lack
of performance, with too little
accountability.
Hard decisions had to be made to
change the way in which we have been
operating at group level and at certain
of the businesses. I was therefore
delighted to obtain Fairfax Africa as an
anchor shareholder. They are aware of
and appreciate the changes that are
required and are willing to invest in the

company to benefit from the longerterm growth potential available to CIG.
Fairfax Africa’s cash injection into the
group has repositioned CIG, effectively
addressing short-term liquidity and
sustainability concerns. Fairfax Africa’s
capital allocation expertise has enabled
CIG to refocus on the appropriate
deployment of and return on capital
over a longer-term horizon.
But, their contribution has extended
beyond a financial capital injection.
Their involvement in CIG has provided
invaluable support to the management
team and the inclusion of highly-skilled,
industry-leading executive, non-executive
and independent directors to the board
and group.
I appreciate their support and guidance
tremendously.

IMPROVEMENTS IMPLEMENTED
Following our partnership with Fairfax
Africa, and with our new CFO Cristina
Teixeira joining us, we have
implemented a number of
improvements, as outlined in the
chairman’s letter to shareholders.
Led by Cristina, we are implementing a
culture change programme to address
structural and financial deficiencies.
Although all businesses were included
in this programme, particular focus
was placed on the engineering,
procurement and construction (EPC)
businesses due to their ongoing poor
performance. To effectively execute the
required changes in a short space of
time, management teams were
restructured and skilled external
construction specialists appointed.
Refer to the CFO’s review and operational reviews
for information on our businesses and group
financial performance.
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CEO’s review continued

REFOCUSING OUR STRATEGY
The lack of infrastructure spend in the
South African markets has required a
review of our strategy, structure and
positioning. Having a shareholder of
reference who injected both debt and
equity has assisted us to buffer the
impact of the infrastructure drought
and has improved our positioning to
benefit from the anticipated spend.
The EPC environment, particularly in
South Africa, has been impacted by the
lack of clarity on the way forward. This,
in combination with our internal issues
that resulted in losses and cash absorption,
have had an unsettling impact on all
the group companies.

In this context, our new management
team has started to restructure our
EPC businesses and consolidate
support services to remove overhead
costs and appropriate skills to ensure a
lean and efficient operation. We also
adjusted commercial terms of contracts
to protect us from adverse credit risks.
In the power sector, recent comments
made by the new Eskom CEO and the
Minister of Mineral Resources and
Energy are promising, with
acknowledgement that spend on
alternative power and partnerships
with private companies will have to
take place. We are hopeful that traction
will soon be seen.

As an established power business, we
have engaged with our clients in terms
of different power solutions to address
areas of crisis. In addition, we are
working with development funders to
assist projects to achieve financial
close in the rest of Africa.
We have also created an internal
energy forum to develop an integrated
service offering to provide alternative
solutions to clients.

KEY MANAGEMENT FOCUS AREAS
As a management team and board, we are cognisant of our challenges and have put clear deliverables in place.
We discuss this in more detail in each operational review.

Refer to pages 40 to 79.

At a group level, we have concentrated on:

KEY FOCUS AREAS

ACTIONS TAKEN

Funding

Key terms of funding agreements have been
agreed and documents are being finalised, with
a focus now on implementing the requirements
of our funding agreements.

Refer to page 33 for more
information.

Critical evaluation of
portfolio of businesses
and required restructuring

We have commenced with a critical evaluation of
each business’s value-enhancing opportunities
to ensure the most optimal structure in current
market conditions.

Refer to page 25 and 39
for more information.

Ensuring business
sustainability

Significant actions have been implemented in
CONCO to ensure its turnaround.

Refer to page 34 to 35
for more information.

Value-enhancing
tactical and
operational focus

Due to the materiality and impact on earnings and liquidity, we have improved
our processes and are keenly focused on ensuring the successful recovery on
specific claims, as well as the timeous completion of key projects to avoid the
risk of penalties as CONCO bears financial risk as the EPC partner.
Refer to pages 34 to 35 and
39 for more information.
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LOOKING FORWARD
Opportunities for the group’s various
power businesses continue to be driven
by the substantial demographic growth
and the clear shortfall of sufficient and
suitable electricity provision, together
with the implementation of new major
infrastructure projects across the
African continent.
The South African market remains
difficult to predict. The country has an
ageing power grid, an old generation
fleet and generates insufficient power
to meet daily requirements. These
conditions are therefore expected to
provide substantial opportunity for CIG.
Although uncertainty remains with
regards to Eskom’s strategic direction,
the municipalities’ ability to execute
and the level of industrial development
that will be executed, we are comforted
by the statements made acknowledging
the requirement for private capital in
especially the generation sector where
a number of Eskom’s assets are
reaching the end of their lives. It has
been confirmed that the electricity
industry needs to be restructured in
such a way that private investment,
particularly in generation, is encouraged.
As the leading provider of electrification
of wind projects and a turnkey developer
of sub-station solutions, we are well
placed to benefit from any planned
investment in this sector.

traction. Our long-term intention is to
drive improved exposure to annuity
revenue.
We will also focus in the next few years
on strategic expansion of our geographic
footprint to counter the impact of
underperforming economies.

Thank you to the rest of the
management team. It has been a
difficult year with several changes.
I acknowledge that this has been hard,
but I trust that the team we have in
place can implement the actions
required to turn this group around.
To our employees, this year has been
extremely demanding. Thank you for
remaining committed and doing your
utmost to make a difference.

We believe that these strategic
objectives and focus areas will steer
CIG away from the vagaries of EPC
contracting into a more sustainable
platform supplying power needs
across Africa.

Raoul Gamsu

APPRECIATION
I acknowledge Fairfax Africa and the
new board members for their
invaluable support and guidance. We
would not have been here if it was not
for them, as well as our new CFO
Cristina Teixeira. Thank you for believing
in the group and for engaging with the
funders to put us on a more stable
footing.

CEO
20 February 2020

A key challenge in South Africa and the
rest of Africa is the collection of
electricity revenue billed. The group’s
Conlog business is a leading provider of
pre-paid electricity meters and has a
proven track record in providing
pre-paid solutions. We are positive
about the potential of this business.
The group has refocused its EPC
offering and remains well placed to tap
into the growth opportunities in Africa
due to the transmission backlog and
rising demand for renewable energy
projects.
In the short-term, as a management
team we remain focused on the CONCO
turnaround and return to profitability.
Group-wide initiatives to build annuity
returns are also starting to gain
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CFO’s review
THE RESULTS WERE IMPACTED BY A TOUGH MACRO-ECONOMIC
ENVIRONMENT WITH PRESSURE ON MOST OF THE GROUP’S
OPERATIONS, ESPECIALLY IN THE ENGINEERING,
PROCUREMENT AND CONSTRUCTION (EPC) BUSINESSES
WITHIN THE POWER AND RAIL SEGMENTS.

The after taxation loss for the group for
the four months to 31 December 2019
was R284,1 million compared with the
after taxation loss reported for the
12 months to 31 August 2019 of
R1,343 million.
The group reported a loss per share
of 71 cents for the four months to
31 December 2019 compared to the
loss per share of 398 cents for the
12 months to 31 August 2019.

CRISTINA TEIXEIRA

FINANCIAL PERFORMANCE
The group announced on
2 December 2019 that it would
change its financial year-end from
August to December, effective for
the period ended 31 December
2019. This review therefore
compares the four months to
31 December 2019 with the
12 months to 31 August 2019.
Group revenue for the four months to
31 December 2019 was R955,4 million
compared with the revenue reported
for the 12 months to 31 August 2019 of
R3,169 million. The impact on revenue
due to the limited trading month in
the holiday period of December is
more apparent in a four-month
measurement period.
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This follows a disappointing
performance for the 12 months ended
31 August 2019, with a particularly
difficult first six months to
28 February 2019. This was due to
impairments to unrecoverable work in
progress and receivables, mainly in the
CONCO business, as well as
impairments to goodwill and
intangibles and the reassessment of
deferred taxation liabilities. These
impairments and adjustments did not
represent future cash outflows and
therefore do not impact the group’s
liquidity forecasts.
Following targeted operational
initiatives, the group experienced some
improvement in core operating results
in the second half of the financial year
ending 31 August 2019 from its
Building Materials businesses and its
pre-paid Power business Conlog.
However, in the four months to
31 December 2019 Conlog was
impacted by higher than budgeted
operating costs, including sizeable
once-off costs following the relocation of
the office and manufacturing operation
in November 2019 and the requirement
to operate two manufacturing
plants simultaneously for a period.

Sales were delayed as a result of the
implementation of the company’s
improved financial risk management
strategy of not accepting sales orders
without appropriate payment
guarantees to protect working capital.
Although Building Materials continued
to be impacted by the slowdown in the
construction industry in South Africa,
the benefits of a restructuring
programme have started to improve
earnings and cash flow.
The 30,5% associate, Angola
Environmental Servicos Limitada (AES)
in Oil & Gas performed in line with
expectations and delivered cash
returns in the period.
The Rail cluster delivered a performance
ahead of budget, breaking into a positive
trading position for the four months
ended 31 December 2019 following
losses in the 12 months to August 2019.
Although the positive impact of focused
management and operational execution
oversight has started to materialise at
our largest business CONCO, these
improvements have not negated the
costs associated with an overhead
structure that is oversized relative to
the level of current market activity and
the material finance charges being
incurred on interest-bearing borrowings.
CONCO was therefore the most material
contributor to the losses reported by
the group in both financial years
covered in this 16-month review.
Further information on each businesses’
performance and outlook is included in the
operational reviews on page 40 to 79.

GROUP RECAPITALISATION AND
DEBT RESTRUCTURE
In January 2019, the company
successfully concluded its capital raising

and, following a right’s offer which
closed on 21 December 2018, received
R765 million of net capital. This resulted
in Fairfax Africa Holdings Corporation
(Fairfax Africa) acquiring a significant
shareholding in CIG. Following the rights
issue, the board of directors was
reconstituted on 30 January 2019.
The company and CONCO have reached
general terms of agreement and are in
the process of finalising binding legal
agreements with their respective
lenders for the restructuring of their
interest-bearing borrowings. These
agreements are with the bond holders
of the previously listed CIG DMTN bond
programme and the bank lenders at
CONCO. These will be subject to normal
conditions precedent.
The restructuring will result in a
substantial portion of the debt owed by
the company and a portion of the debt
owed by CONCO converting to term
debt, with a value of R700 million being
reclassified from short-term to
long-term debt. In addition, the lenders
support the group by maintaining other
short-term debt facilities under the
group’s current term agreement. In
return, the group will provide certain
assets as security for the term
debt. The statements of financial
position as at 31 August 2019 and
31 December 2019 reflect the current
banking arrangements prior to the
implementation of the revised debt
agreements.

GOING CONCERN ASSESSMENT
Introduction
In determining the appropriate basis of
preparation of the annual financial
statements, the directors are required
to consider whether the group can
continue in operational existence for
the foreseeable future.

Trading conditions during the year
The financial performance of the group
is impacted by the wider economic
environment in which the group
operates, as well as internal conditions.
Material losses reported by CONCO in
the last few financial years have
resulted in the group reporting
accumulated losses at 31 December
2019 of R2,98 billion. Even after a
successful rights issue in January 2019
which introduced R765 million net cash
proceeds into equity, the group’s net
equity reduced to R234,9 million at
31 December 2019 (31 August 2019:
R552,2 million). The group’s current
liabilities exceed its current assets by
R1,043 million (31 August 2019:
R701,3 million). During the period, the
board of directors assessed the group’s
key investments, including the group’s
Conlog business and its investment in
AES to support the recoverability of the
group’s carrying value of these assets.
The group reports a net overdraft of
R39,6 million at 31 December 2019
(31 August 2019: R98,3 million net cash
on hand). Cash generated from
operations for the four months to
31 December 2019 was R53,4 million
(12 months to 31 August 2019:
R326,4 million outflow), which was
insufficient to service the net finance
costs paid to lenders.
The group’s free cash was allocated to
the funding requirements of CONCO. It
was applied to fund the following:
• Completion of contracts ahead of
cash to be received on final
certification on contracts nearing
completion
• A change in the group’s working
capital cycle following a reduction
and removal of external credit
guarantee insurance available to
suppliers. This necessitated upfront
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and advance payments by the group
to suppliers and shorter credit
terms afforded to the group
• A decreasing order book due to
market conditions. This resulted in
the unwind of the businesses’
working capital
• An under-recovery of overhead
costs as a result of lower than
expected activity levels
All the group’s EPC# businesses were
impacted by the removal of credit
insurance cover and under-recovery of
overhead costs which absorbed cash in
the year.

Liquidity management
The under performance by the
businesses in the group as a result of
both market conditions and internal
factors led to several initiatives being
implemented, which are regularly
reported to CIG management and
the board.
These initiatives include:
• Business re-engineering
programmes where required
• Critically assessing budgets to
December 2020, 2021 and 2022
• Detailed liquidity models which
include cash flow forecasts covering
a period of 12 months from the date
of these financial statements

Business recovery interventions
#

Non-EPC businesses
The Conlog business implemented a
revenue growth and diversification
strategy, coupled with a cost reduction
focus with short-term delivery
deadlines. These interventions were
successfully implemented and the
improvement in earnings and cash flow
was demonstrable in the second half
of the 12-month financial year ended
31 August 2019. The team continued to
focus on country diversification and
the development of a product with a
distinct demand in South Africa and the
rest of Africa. The growth strategy is
being pursued in the context of
balancing a conservative credit risk
assessment process. The business has
also demonstrated its willingness to
#
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Engineering, procurement and construction

sacrifice revenue and margin to better
manage credit risk by deferring the
manufacturing and dispatch of
products until it had received
appropriate payment guarantees. The
budgets and free cash flow expected to
be generated by this business have
been critically assessed for the
short-term and medium-term.
Building Materials implemented a
focused recovery programme, which
addressed both costs and the
enhancement of market share and
product mix. The benefits of this
programme resulted in improved
earnings and cash performance. The
budgets and free cash flow expected to
be generated by this business have
been critically assessed for the
short-term and medium-term.
The AES business provides a steady
cash flow to the group through regular
dividends.

EPC businesses
The Consolidated Power Maintenance
(CPM) business was assessed, with
planned restructuring initiatives
originally logged for implementation
during the first quarter of calendar
2020. These initiatives include a
reduction in costs and improved risk
management. The bulk of these
initiatives was implemented before
the end of January 2020.
The Tractionel business’s profitability
and cash generation in Rail in the next
12 months was critically assessed.
A sizeable cost reduction and
restructuring plan was developed.
This is currently being implemented,
with a completion date of the first
quarter of calendar 2020.
As discussed earlier in this review, the
CONCO business continued to be under
significant pressure, as it was affected
by the extremely slow roll out of
expected infrastructure programmes in
South Africa and the rest of Africa.
Although this business has a good
pipeline of projects, it currently has a
high level of unrecovered overheads,
requires rightsizing and to date has
required sizeable cash injections by
the group.

PROJECT VISIBILITY
CIG and CONCO senior
management implemented Project
Visibility, a targeted turnaround
programme. This programme is
now in its second phase.
Phase 1 of the project focused
on four streams:

Stream 1
Reliability and accuracy of CONCO’s
financial reporting, including
contract profit recognition

Stream 2
Operational contract delivery,
including contract execution,
commercial management and
contract tendering

Stream 3
Liquidity management and
forecasting

Stream 4
Business sustainability

From the second half of the
12-month financial year ended
31 August 2019, significant focus
was applied to the review of
contract execution, commercial
management, forecasting and
liquidity management.
The next stage focuses on the
implementation of the changes
required in the business, which
include a refined business strategy
and restructuring initiatives.
Performance management has
been put in place with defined
performance areas and weekly
feedback to the CIG financial
committee. The performance
areas include a focus on improved
operational execution, penalty
risk mitigation, working capital
enhancement, cost reduction and
a revised business strategy.

STATUS

KEY DELIVERABLES

PROJECT
STREAMS

To assist management with the implementation of Project Visibility, CIG appointed independent construction experts with a track
record of successful contract management and construction business leadership. These consultants were mobilised to CONCO in
the second half of calendar 2019 and continue supporting the business.

STREAM 1:

STREAM 2:

STREAM 3:

STREAM 4:

FINANCIAL REPORTING,
INCLUDING CONTRACT
PROFIT RECOGNITION

OPERATIONAL
PROJECT DELIVERY

LIQUIDITY
MANAGEMENT

BUSINESS
SUSTAINABILITY

Reliable financial reporting
that will inform liquidity
forecasts and business
sustainability decisions.
Critical assessment of profit
recognition.

Critical assessment of project
performance by independent experts
of programme, commercial position,
forecast of cost and revenue to
complete, penalty risk assessment,
schedule management and project
cash flows.
Top 25 projects, determined by
materiality and risk profile, are
reviewed and addressed.
The outcome of these reviews is
incorporated into the group’s
forecasts.

Long-term liquidity model that can
be utilised to assess business
sustainability in terms of cash
generation per project.

The result of Stream 1, 2 and 3 forms
the basis of assessing Stream 4.

Status to 20 December 2019^
Significant work performed on
both balance sheet
assessment and contract
profit recognition. This
culminated with a timeous
year-end with external audit
supporting the balance sheet
asset and liability recognition
recommended by
management.
The profit recognition is based
on the independently
assessed expected project
performance. The liquidity
models incorporate the same
independently assessed
project cash forecasts.
Status to 20 February 2020~

Status to 20 December 2019^
This stream identified adjustments to
estimates to various projects’ total
estimated profit recognition, which
reflected a charge against earnings in
the financial year to 31 August 2019,
with ongoing assessment. While plans
to mitigate the potential cash outflow
have been formulated and a material
portion of these charges are not
expected to convert into cash outflow,
they have been included in the group’s
liquidity models to ensure a more
conservative approach to liquidity
management.
Status to 20 February 2020~

Status to 20 December 2019^
Implemented and monitored
monthly, with appropriate level of
depth to support business and
project decisions. This model has
also been utilised to determine the
long-term cash flows that can be
used to honour the long-term debt
profile agreed with current banking
partners in the conversion of
overdrafts into term debt.
This has been implemented.
The cash model currently runs
monthly to December 2022.
We also implemented active
management of debtors aligned to
cash forecast and finalised
improved creditor management.
Status to 20 February 2020~

Status to 20 December 2019^
In addition to embedding the contract
enhancement opportunities, Phase 2
consists of a focused intervention on
business restructure, rightsizing of
the organisation and aligning support
services to structures and business
requirements. This will be
implemented in the first quarter of
2020, with some business
re-engineering on the operations
already implemented.
A rightsizing of the organisation will
enhance both earnings and liquidity
forecasts, as these opportunities have
not been materially factored into
current forecasts.
This stream also focuses on business
development and securing the
appropriate level of work on the right
terms and with the right clients.
Status to 20 February 2020~

A timeous completion of the
group’s second year-end
external audit for the four
months to 31 December 2019
indicates the improvements
and visibility obtained on all
businesses’ financial
reporting, as outlined on
page 39.

Key remedial action plans have
been implemented to mitigate any
negative cashflow impact and further
earnings impact.
Phase 2 of Project Visibility has
commenced, which includes active
management of action plans.
Any positive recovery against the
positions recorded to date will
significantly enhance both earnings
and cash forecasts.
Phase 2 also focuses on the
management of commercial claims in
favour of the group. These have not
been included in the profit recognition
or the cash liquidity model and
present an opportunity to enhance
cash and earnings, if successful.
Phase 2 includes stringent monitoring
of the execution of projects.

The liquidity model, which is
maintained to December 2022, is
updated monthly, with additional
management information added to
the model in recent months.
Variance analysis on actual cash
performance against forecast is
critical and is prepared and
analysed monthly.
Scenario analysis is performed to
allow management to assess the
impact of any changes in the timing
of cash flows.
The liquidity model is considered
and approved by management and
the CIG fincom on a monthly basis.

The management team, supported by
CIG and fincom, has commenced
implementing the immediate changes
required in the business, which
include implementation of a refined
business strategy and restructuring
activities.
We are also focusing on tangible
results management, which includes
defined performance areas and
weekly feedback by CONCO
management to the CIG executives.

^ Date of approval of the audited annual financial statements for the 12 months ended 31 August 2019
~ Date of approval of the audited annual financial statements for the four months ended 31 December 2019
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Cash liquidity forecast models
Two separate cash models are
maintained by the group, namely the
non-EPC business cash model and the
EPC business cash model. The non-EPC
cash model is updated quarterly due to
the nature of the business cash flows
and their relative stability. The EPC
business cash model is updated and
assessed monthly.

Non-EPC business liquidity model
The non-EPC business liquidity model
consolidates the free cash flow available
to the group from the non-EPC
businesses assuming a portfolio

approach to cash management.
Budgets, including performance
projections and cash flow statements,
are determined by each business
leadership team. These are critically
assessed by the CIG management team.

These are used to service:

The sources of cash for the non-EPC
business liquidity model is the free
cash deemed available for distribution
by the Conlog, Building Materials and
the AES businesses. These are
consolidated into a group cash flow,
along with a value on proceeds of
disposal of assets, as well as a
refinancing of remaining debt in the
long-term.

This liquidity model is also the key
input into the financial covenants
negotiated with lenders for the
establishment of a longer-term debt
profile. The non-EPC model generates
enough cash to maintain the covenant
levels required with the service of the
debt repayments and interest
payments.

• The South African and Mauritius
corporate office costs
• External finance costs
• Debt capital repayments

The EPC business liquidity model
This model is a monthly consolidation of the following inputs:

INPUTS

NATURE
Secured contract cash flow.

SECURED
CONTRACT
CASH FLOW

OVERHEAD
COSTS

BALANCE
SHEET UNWIND

SOURCES
A project forecasting system, which is validated at individual
project review meetings presented by project managers and
assessed for appropriateness by independent construction
experts prior to input into the cash model.
A variance analysis between forecasted cash flows to actual
cash flow by project is performed monthly by CIG, with
variations explained.

Cash incurred on nonproject-related overheads,
including salaries and
other overheads are
included in the cash model.

Based on projected overhead costs, a monthly comparison
between actual costs incurred and forecasted cost is
performed by CIG for reasonableness.

The realisation of working
capital, including client
billings less the payment
of creditor liabilities.

The cash model maintains the full debtors’ age analysis value.
Collections are monitored daily, with the forecast timing
included in the short-term portion of the model and monitored.
Creditors are based on the full creditors’ age analysis of
payables. The re-payment profile is confirmed by contract
managers and the construction advisors.

This net cash flow therefore reflects the cash generation or absorption prior to any further project awards.

UNSECURED
CASH FLOW
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Cash billings and cost
outflow forecasts are
included per project, as
potential unsecured work
to be awarded and are
individually assessed with a
focus on timing of expected
cash inflow and outflow.

Forecasting system of submitted tenders, tenders in preparation
and future tenders being targeted, are individually assessed
against probability and timing. This includes further “offset” on
expected timing of award to trade to cash collection.
Forecast cash flow and its timing is monitored against
expectations and updated monthly. In addition, this allows the
levels of guarantees bonds to be ascertained.

The liquidity model is prepared and
presented to CIG monthly, evaluated
against forecast expectations and
variances monitored. An update on
progress and performance is presented
to the group’s fincom, which is the
operating committee of one of CIG’s
board committees, the investment
committee. The forecasts and any
variances are presented to the board of
directors at least on a quarterly basis
or more frequently, as required.
This liquidity model is also the key
input into the financial covenants
negotiated with current lenders for the
establishment of a longer-term debt
profile at CONCO. The EPC model
currently generates enough cash to
maintain the covenant levels required
for the service of the debt repayments
and interest payments.

Performance and liquidity
operational improvement
initiatives
Certain improvement initiatives have
been identified which, if successful, can
enhance the group’s liquidity profile.
These have not been included in the
base case liquidity model on which the
group’s going concern is based. These
are listed as follows:

Secured contract cash flow
Enhanced contract execution following
implementation of corrective action
identified by construction specialists
and being implemented as part of
Phase 2 of Project Visibility. The team
focused on accelerating the realisation
of claim opportunities and other
short-term cash opportunities in favour
of the group, of which Tractionel (Rail)
recorded some successful claims in the
four months to 31 December 2019.

Overhead costs
The benefit of a reduced cost structure
and the savings flowing from this, net
of the costs to be incurred to realise
these, have not been included in the
base case model and are expected to
be material for the business.

Balance sheet unwind
Recovery of specific contract debtors
where the debtor has been provided for
due to the difficulty and delays in
obtaining cash settlement, although the
debt due to the group is deemed valid
and recoverable.

Converting long-term assets in the
group to short-term
Cash flow from the disposal of
long-term assets either within the EPC
businesses or from the non-EPC
businesses has not been included
within the EPC cash forecast.
These performance and liquidity
operational improvement initiatives are a
key focus in Phase 2 of Project Visibility.

Estimates, assumptions and
judgements considered within the
group’s liquidity assessment
As would be expected, the group’s
liquidity model forecasts the timing and
quantum of key drivers of cash flow.
These forecasts therefore include a
considerable number of estimates,
assumptions and judgements in
support of the liquidity model, with the
sensitivity to be appreciated by all
stakeholders.
The material assumptions are:

Secured EPC projects trade at their
forecasted tendered margin
A key assumption to the EPC businesses’
liquidity model and forecasts is that
projects will be executed in line with
forecast project margins.
Project performance is re-forecasted
on a monthly basis and the liquidity
model constantly updated in line with
current project conditions.
Any project losses or any reduction in
cash profitability from secured work
would therefore have a direct impact on
the liquidity model.

Secured EPC projects can recover
on provisioning raised in the
current year
Included in forecasts are certain
adjustments which were made to various
projects’ total estimated profit
recognition. This is reflected as a charge
against earnings, mainly in the second
half of the 12-month financial year to
31 August 2019. Although a material
portion of these charges is not expected
to convert into cash outflow due to
mitigating interventions, it has been
included in the group’s liquidity models to
ensure a more conservative approach to
liquidity management.
Any saving or recovery on this position
would have a direct positive impact on
the liquidity model.

Balance sheet forecast collections
and payment not realised in line
with forecast
Delayed receipt of debtors’ payments
or accelerated creditors’ payments that
are different to the forecast could
impact the immediate and short-term
cash forecast and funding position of
the business.
In addition, revised payment terms,
currently being agreed with selected
clients, in support of direct contract
costs incurred on projects are agreed
upon and realised.

Unsecured construction projects
identified are secured and traded in
the forecast period
Some risk exists as to the certainty,
quantum, timing and profitability of
these awards, as the group has
experienced a delay in project awards
which impacted the budgeted profit,
with unsecured work not materialising
in the 16 months to 31 December 2019.
In addition, the group is experiencing an
increase in the cost of doing business,
with input costs to project bids
increasing significantly.
In response to these factors, the group
has included a low level of cash profits
from unsecured work within the
short-term liquidity model. The liquidity
model is therefore not materially
impacted by unsecured projects in the
short-term. The dependency on
unsecured work being awarded and
traded naturally becomes more
significant to the liquidity forecasts in
later years, as the current order book
winds down.
The level of unsecured work to be
earned is dependent on the group
continuing to be supported by its
lenders for guarantee facilities as
envisaged once the group concludes its
debt restructuring agreement.

Overhead reduction strategies
The group has forecast limited annual
overhead reduction strategies within its
liquidity model, as these savings must
still be realised.
The intended rightsizing of the EPC
businesses through a reduction of
overheads and costs, therefore,
presents a material opportunity to
enhance the liquidity profile of the EPC
businesses and is a key focus for the
next six months.
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Secured contract cash flow –
acceleration of claim opportunities
Accelerating the realisation of claim
opportunities and other short-term cash
opportunities in favour of the group will
enhance the liquidity forecasts.

Recovery of debtors
Recovery of specific contract debtors
where the debt has been provided for
due to the difficulty in obtaining cash
settlement, although the debt due to
the group is deemed valid and
recoverable, is assessed as a low
probability for the short-term/next
12-month profile.

Should this be realised, it will naturally
enhance the liquidity forecast and
profile of the group, as it has not been
included in forecasts.
The group also reports contingent
liabilities of R1,8 billion in the form of
financial institution-backed performance
guarantees provided to third parties. The
group does not expect any of these to
convert into an actual claim that is not
already recognised as a project liability
in the financial statements.

SOLVENCY AND LIQUIDITY POSITION AT 31 DECEMBER 2019
At 31 December 2019, the group's total assets exceeded total liabilities by
R234,9 million. However, current liabilities exceeded its current assets by
R1,043 million. This is an indication that the group may require further funding
to settle its current obligations and continue as a going concern.
The higher than expected current liabilities include certain adjustments which were
made to various projects' total estimated profit recognition. This reflected a charge
against earnings mainly in the year to 31 August 2019. The group is managing the
projects with active remedial plans to mitigate the risk of a material portion of these
charges converting into cash outflow. Although actively managed, it has been
included in the group's liquidity models to ensure a more conservative approach to
liquidity management. Any saving or recovery on this position would have a direct
positive impact on the liquidity model.

To address this:
• Key remedial action plans have been implemented to recover against
these project adjustments and mitigate any cash outflows. These actions
are monitored regularly by CIG management and the CONCO CEO. Phase 2
of Project Visibility includes active management of these action plans
• The group has engaged with its lenders, being the bond holders of the
previously listed CIG DMTN bond programme and the local bank lenders to
CONCO, to restructure short-term debt. This restructuring would result in a
substantial portion of the short-term debt owed by the company, and a
portion of the debt owed by CONCO, to be converted to term debt. A value
of R700 million will be reclassified from short-term debt to long-term
debt. In addition, the lenders support the group by maintaining other
short-term debt facilities in place under the group’s current term
agreement and conditions. In return, the group would provide certain
assets as security for the term debt
The group is pleased to announce that it and CONCO are in the process of
finalising binding legal agreements, which will be subject to normal conditions
precedent. It is anticipated that the legal agreements will be concluded by
31 March 2020, or a later date as agreed between the relevant parties.
The events, conditions, judgements and assumptions described give rise to a
material uncertainty around management’s ability to successfully implement its
turnaround strategy, including finalisation of funding facilities with lenders, which
may cast significant doubt on the group and the company’s ability to continue as a
going concern and, therefore it may be unable to realise its assets and discharge
its liabilities in the normal course of business. The directors have considered the
financial plans and forecasts, the actions taken by the group, and based on the
information available to them, are therefore of the opinion that the going concern
assumption is appropriate in the preparation of the financial statements.
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FOCUS IN THE 2019 PERIOD
Quality of information
The team focused on improving the
group’s financial assurance processes,
including the reliability, timing and
adequacy of financial reporting by the
various group companies to CIG and the
reporting to external stakeholders such
as shareholders and lenders.
This resulted in impairments to
unrecoverable work in progress and
receivables, mainly in the CONCO
business, as well as impairments to
goodwill and intangibles and the
reassessment of deferred taxation
liabilities in the six months to
28 February 2019. This was reported
to the market in early June 2019.
In addition, several restatements to the
2018 financial results were required.
The most material restatement related
to the reassessment of revenue
recognition practices which occurred
while assessing the impact of IFRS 15
Revenue from Contracts with Customers.
The following areas of focus were
identified, which resulted in the
restatements:
• When considering revenue
recognition for group reporting
purposes, inter-company and
intra-company transactions raised
were not always eliminated when
determining the percentage of
completion computation. This
distorted the profit margins
recognised on projects through an
overstatement of cost, and hence
the percentage of completion and
resultant work in progress asset
recorded
• Onerous provisions were historically
not adequately recognised for
unavoidable costs and losses to be
incurred to complete loss-making
projects
In addition, during the second six
months to 31 August 2019,
management reassessed the functional
currency of its joint venture investment
in AES and reconsidered it to be the
US Dollar. In previous years the
investment was incorrectly treated with
a combination of Angolan Kwanza and
the US Dollar as the functional
currency. In addition, management
reassessed the depreciation estimate
for property, plant and equipment
owned by AES. Management also

reconciled the carrying value of the
company’s investment against the net
asset value of AES for each financial
year since the date of acquisition. This
led to a restatement of prior years’
investment carrying value.
A successful and timeous completion
of the two group external audits
within six months between
September 2019 and February 2020,
along with a release of an integrated
annual report within two months of
the new December 2019 year-end, is
illustrative of the improvements and
visibility obtained on all businesses’
financial reporting, especially
CONCO. Reporting periods have also
been shortened to ensure timeous
management information and
quality has been enhanced. All
businesses are now able to report to
CIG within ten days from month-end
compared to the 45 – 60 days before
in CONCO. This now provides the
board of directors and stakeholders
with improved visibility on the
group’s financial position to allow
appropriate decision-making.

Liquidity management
Appropriate financial management,
including enhanced liquidity
management and specific cash
management tools, specifically for
the EPC businesses, has received
significant attention in the year. Project
management principles have been
instilled in the daily management of
liquidity implemented. A capital
allocation philosophy has been adopted
in the group and is a key focus for the
group’s fincom.

Debt restructure
A core focus has been the negotiation
and finalisation of the debt
restructuring agreement, together with
appropriate liquidity models and
covenants to support the debt
agreements. The key deliverable for the
first half of 2020 will be to conclude the
implementation and achievement of
fulfilled conditions precedent to the
agreement.

Risk management
In the past, group risk was monitored
by an external service provider. This
system was too far removed from the
business. As a management team, we

are internally managing risk
and are actively monitoring and
implementing the required changes
in terms of identified risks.
A detailed and formal group risk
management system will be
implemented in F2020. All the clusters’
risk management systems will be
closely aligned to the group system.
A combined assurance model is
currently limited at group level, except
for the financial discipline which was
established and is currently being
monitored. The process to identify the
group’s risk-bearing capacity and risk
appetite will also be improved as part
of the new risk management system.
A key historic weakness at group and
cluster level has been the inadequate
management of legal and commercial
matters and reliance on external
counsels. Commercial internal skills on
especially EPC contracting have been
lacking, which resulted in poor
structuring and management of
contracts, as well as the inability to
effectively pursue claims.
To address this, we appointed an
internal senior group legal counsel in
January 2020 with extensive experience
in financial and commercial legal
issues, as well as public private
partnerships and independent power
project structuring. She has worked for
two contracting and EPC businesses
and has a track record of developing
projects in South Africa, the rest of
Africa and Eastern Europe.
She has already added started to add
value by assisting the group to finalise
and implement debt restructure
agreements, contract restructuring and
claims management.
The biggest risks to the group are the
challenges at CONCO. Although this
cluster has a risk management system
it requires simplification and increased
active management. Group executives
are working closely with the cluster to
implement daily active risk mitigation
strategies, which have included the
establishment of a results
management office and guidelines on
successful project management
activities.

As with the other clusters, Consolidated
Power Management’s current risk
management will be refined in line
with the group’s system. Building
Materials’ risks are rated based on
criticality to crystallise the potential
risks that have to be managed.
At Rail, the management team
proactively monitors, manages and
reports on risks.

LOOKING FORWARD
The focus for 2020 will include:
• Conclusion and implementation of
debt restructure agreements, with
ongoing covenant monitoring
• Successful implementation of
Project Visibility Phase 2, as stability
at CONCO is paramount to the
group’s success
• Focusing on CIG’s portfolio of
businesses
• Refocus the group’s internal audit
activities
• Simplify the group’s trading
structure
• Refinement of the group’s risk
management processes, including:
–– finalising standardised group
risk standards
–– setting group and risk-bearing
capacity and risk appetite
–– further refinement of capital
allocation
• Communicating with other funders
and guarantors to improve
confidence in the business

APPRECIATION
A special word of thanks to the board
and our CEO Raoul who have shown
unwavering support since my
appointment in April 2019. In addition,
I would not have achieved the progress
without the members of the finance
team. Thank you for your commitment
and long hours.

Cristina Teixeira
CFO
20 February 2020

Conlog has a detailed risk register that
outlines the key risks, exposures and
controls in place and reports regularly
to the group on their top risks.
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OPERATIONAL REVIEWS

POWER

CONCO
R’million
Revenue
EBITDA*
Contracts work in progress

4 months
ended
31 December
2019
523
(183)
198

12 months
ended
31 August
2019

12 months
ended
31 August
2018

1 923
(725)
447

1 664
(702)
813

* Loss before interest, taxation, depreciation and amortisation

CONCO is Africa’s leading supplier of high-voltage turnkey electrical substations, overhead power lines, renewable energy – wind and solar – and
related products. The group provides turnkey energy solutions to several
clients in Africa and the Middle East.

HIGHLIGHTS
• Appointed new senior management, which are providing strong leadership
to this business’s management team and employees at a critical time
• Implemented an improvement project, Project Visibility, to ensure improved
financial reporting assurances and project management, as well as robust
liquidity assessment tools and practices
• Achieved agreements on restructured debt agreement with CIG
• Several awards in the rest of Africa during the period, including contracts in
Botswana and eSwatini

KEY DATA
More than 30 years’ experience
in transmission, distribution and
power infrastructure development

Experience in 26 countries in
Africa and the Middle East
Recognised as the largest
high-voltage turnkey solutions
provider in sub-Saharan Africa,
constructing 11 kilovolt (kV) to
765kV sub-stations

Market leader in the Renewable

Energy Independent Power Producer
Procurement (REIPPP) Programme
wind farm balance of plant (BoP),
with a 70% market share – awarded
R4,6 billion in REIPPPP BoP wind
work since 2011

Conco REIPPP BoP wind market
share (MW)
1 363
424
639
206
434

555
333

785
235
550

938

222
Round 1 Round 2 Round 3 Round 4
Conco
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Other

70%

 CONCO reported revenue during the 16 months
to 31 December 2019:

CONCO has built all independent
power producer Eskom deep
grid sub-stations to date
Key non-REIPPPP projects:

 CONCO has experience in
the following countries:
Lesotho
UAE
Uganda
Zimbabwe

ETHIOPIA

Angola
Botswana
Burkina Faso
Côte d'Ivoire
Democratic Republic of
the Congo (DRC)
Ethiopia
Ghana
Kenya
Madagascar
Malawi
Mauritius

Mozambique
Namibia
Oman
Rwanda
Saudi Arabia
Seychelles
South Africa
Sudan
Swaziland
Tanzania
Zambia

Addis high-voltage network
rehabilitation

R1,494 million
SOUTH AFRICA
Sebenza sub-station

R1,059 million
KENYA
Ring around Nairobi metropolitan area

R537 million
SEYCHELLES

Network enhancement

R450 million
GHANA
Smelter sub-station

R312 million

HOW WE MANAGE OUR BUSINESS
GOVERNANCE
We have four distinct divisions, with
the reporting lines changed during the
period to ensure that business unit
managers report directly to the head of
operations. This has ensured improved
accountability and responsibility for
addressing the current challenges in
the business.
We have appointed an ethics officer
and have a whistleblowing line in place.
Employees are regularly educated on
the policy. During the year, there were
no reports of unethical of fraudulent
behaviour.
During 2019, an evaluation of the
cluster’s risk profile was undertaken
to identify deficiencies within our
processes. As outlined on page 34 and
35, Project Visibility was implemented to
improve risk management, systems and
business processes. In addition, we have
also significantly improved the
monitoring and management of projects,
with monthly project review meetings

held where at least the top 25 contracts
are scrutinised. The meeting is chaired
by the head of operations, with the
business unit and project managers
attending. The performance, risks and
opportunities are discussed in detail on
each project, with the status reported to
CIG management. The CEO, head of
operations and finance director also
actively engage with CONCO clients.
Any projects with possible risk are
highlighted to CIG and reported to
fincom, the operational committee of
the investment board committee.
Remedial action plans are put in place
and formally logged into group’s
results management office, which
tracks the interventions and actions
required along with employees
responsible for resolution. The link
between the activity and the resultant
impact on the business’s liquidity
forecast is also closely tracked.
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RISK MANAGEMENT
RISK

MITIGATING ACTIONS

Business stability

Several interventions have been put in place to address the pressing issues in this business.
Material shareholder capital has also been allocated to CONCO.

Poor market conditions
and EPC contract risk

The group is addressing the poor market conditions through a number of actions. Our
commercial positioning is also being changed in relation to the group’s risk appetite and
risk-bearing capacity. We have revised our commercial and contracting terms and appointed
appropriate commercial resources with EPC and project structuring expertise.

Short-term liquidity
pressure

A portion of the short-term debt is being restructured into a longer-dated term-loan facility
structure.

Performance failure by
local suppliers on
renewable contracts

CIG and CONCO are engaging with the independent power producer role players to provide the
contractor’s view of the risks and opportunities for the next round of renewables.

CREATING A DIFFERENTIATED
OFFERING
CONCO serves multiple countries in
Africa and the Middle East, with more
than 30 years’ experience. CONCO
Energy Solutions has more than a
decade of specialist experience in
design, engineering, manufacturing and
commissioning of control and
automation solutions, and has become
an industry leader in secondary plant
solutions.
CONCO is recognised as Africa’s largest
high-voltage sub-station construction
provider, with a capacity to construct
sub-stations from 11 kilovolt (kV) to
765kV.
Our specialist engineers design,
procure, construct and commission the
following types of sub-stations:
• Conventional outdoor
• Gas-insulated
• Containerised mobile
• Indoor cellular
• 22kV – 132kV mobile sub-station
skids for open-cast mining

CONCO operates in strict accordance
with numerous global and local
technical standards, such as the
International Electrotechnical
Commission (IEC), South African
National Standards (SANS), British
Standards Institution (BSI) and the
German Institute for Standardisation
(DIN). The group is also accredited by
the International Electrotechnical
Commission, the South African National
Standards and ISO 9001:2015.
We have worked on a wide range of
greenfield and brownfield sites and have
a proven track record of upgrading
existing sites while keeping them
energised. CONCO is also able to fit
sub-stations into very small spaces.
Many sub-station contractors have to
outsource specific elements of the
process, but we maintain full control of
all projects, from inception to completion
by using our comprehensive in-house
solution. We have a history of expertlydesigned, constructed and installed
sub-station projects, delivered on time,
within budget, and as part of strict
safety, health, quality and environmental
policies.
Our resources, equipment and full
in-house facilities also make it possible
to design and deliver on all aspects of
power line work, from distribution to
transmission voltages. We have a

reputation for producing power lines of
any length and within any logistical
situation. For example, we successfully
constructed a double circuit 275kV power
line through a remote jungle in the
Democratic Republic of Congo with the
highest quality, safety and environmental
standards, on time and to budget.
We are recognised as a market leader
in the South African Renewable Energy
Independent Power Producer
Procurement (REIPPP) Programme
wind farm balance of plant (BoP), with
a 70% market share.

EMPLOYEES AND SKILLS
DEVELOPMENT
We have 789 employees.

THE WORKFORCE IS LARGELY
SOUTH AFRICAN AND CONSISTS OF

78% 20%
BLACK*
EMPLOYEES

WOMEN

As outlined earlier in this review, the
management teams have been
strengthened in 2019 to create a
culture focused on turning around the
business following a number of years
of poor performance.

* Black, Indian and Coloured
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SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ)
CONCO has a management system in
place that covers health, safety,
environment and quality. During the
year, the group successfully re-certified
the quality and environmental
management system on the ISO 9001
and ISO 14001 international standards.
We also successfully migrated our
safety system from OHSAS 18001 to
ISO 45001 in July 2019. We implement
regular safety days on sites.

We have formal training programmes
in place to identify, recruit, develop and
retain talent. Through our experience in
Africa, we are highly proficient in
identifying suitable people in local
communities and training them through
our internal academy.
We employ several civil and electrical
engineering professionals and conduct
extensive training of employees. Our
internal training function ensures that
every member of CONCO is suitably
trained to fulfil their responsibilities.
We established equity and disability
governance structures at the end of
2019 and have put a three-year
employment equity plan in place.
We have standard recognition
agreements in place with National
Union of Metalworkers of South Africa
(NUMSA) and the United Association of
South Africa. There were no strikes
during the year.
We achieved a level 2 in our last
broad-based black economic
empowerment review. We are
particularly focusing on encouraging
black middle, senior and executive
management to attend skills
development initiatives.
CONCO’s socio-economic development
strategy aims to have a long-lasting
and sustainable impact on
communities by assisting people to
address and overcome challenges.

Following a detailed evaluation of safety
practices in 2019, it was found that
contractors that work for us, especially
in the rest of Africa and the Middle East,
do not always have sufficient safety,
health and environmental (SHE)
processes in place. A CONCO minimum
requirement was developed and will be
implemented across all projects. In the
coming year, we will train our local and
international sub-contractors to ensure
that their SHE programmes comply
with CONCO and international ISO
standards.
Managers and supervisors ensure that
all accidents and incidents which occur
in their area of responsibility are
investigated and that employees are
consulted regarding the matter to
determine corrective actions and
prevent a recurrence.
We send out monthly communication
based on incidents and accidents to
ensure that all employees are informed
of possible hazards. When an incident
trend is observed, we roll out a safety
campaign on the specific subject to
manage the risk. Following a number
of motor vehicle incidents, we
implemented an education campaign
and will improve control measures.
We also launched visible felt leadership
at CONCO and minimum requirements
have been developed and are in the
process of being implemented. As part
of this process, we will significantly
increase management’s visits to sites.
Site safety officers also conduct
monthly audits on the safety system on
each project site, including an
evaluation of sub-contractors. The
safety officer reports findings to the
construction manager who is ultimately
responsible to ensure that all findings

are corrected in the specified
timeframe. Disciplinary action is taken
against individuals who do not comply.

Lost-time injuries
4 months to 12 months 12 months
December to August to August
2018
2019
2019
–

2

7

The lost-time injuries in 2018 and 2019
included injuries such as lacerations
and a fracture.
CONCO invests in the health and
wellbeing of its employees by providing
services to support employees and
their dependents. The business
regularly communicates with
employees on the management of
health issues. We have a health policy
in place that provides clear guidelines
to employees and have a variety of
counselling services available to
employees and their family members.
To conserve the environment, our
planning, design and output phases
have been aligned to environmental
management requirements. CONCO
complies with environmental, legal,
client and ISO 14001 requirements,
while simultaneously developing
innovative electrical infrastructure that
is more environmentally friendly.
CONCO adheres to ISO 9001 in terms of
quality management. We continuously
work on improving our system through
internal self-evaluations and external
audits by either client or international
accreditation bodies. During the year, a
review of the CONCO business
management system was undertaken,
with a number of required corrections
addressed. A dedicated quality manager
has been appointed and the processes,
policies and procedures will be aligned
across all our businesses. We have also
improved our control processes on
sites and we regularly engage with our
clients at a senior level to address any
concerns. In the coming year, we will
also conduct a client survey to gain a
comprehensive understanding of client
matters and roll out training to ensure
that quality principles and controls are
adhered to.
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OUR PERFORMANCE
DURING THE PERIOD
The segment contributed 54,8% to
group revenue for the four months
ended 31 December 2019 (60,7% for
the 12 months ended 31 August 2019).
Although market opportunities remain
positive over the medium-term, CONCO
currently represents CIG's main
challenge. The lack of policy certainly
in South Africa has limited the ability
of state-owned entities, municipalities
and distribution companies to move
forward on the substantial work
backlog which exists in the country.
This resulted in slower than anticipated
contract awards and downward
pressure on margins. Consequently,
budgeted profit from unsecured
contracts has failed to materialise,
along with an under-recovery on
project overheads carried in
anticipation of these contracts. Support
services costs remain in excess of
those required to profitably sustain
the current trading volumes.
Operationally, CONCO remains focused
on the successful execution of
Renewable Energy Independent Power
Producer Procurement Programme
(REIPPPP) Round 4 projects in hand.
A clear objective of the REIPPPP is
to maximise local content to the
projects and, as such, all key electrical
equipment must be procured from
South African manufacturers.
Manufacturers of key components are
currently struggling to execute on their
projects timeously and to the required
standards. These sub-contract supply
issues require extensive management
intervention by CONCO to ensure that
the external supply does not place
CONCO at risk for late completion and
associated penalties. The management
team is actively managing and monitoring
this key risk.
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OUR KEY ISSUES IN 2019
SEVERE FINANCIAL PRESSURE
As outlined under our performance during the period, CONCO continued to be
the business under the most pressure. The group had to apply significant free
cash to CONCO during the year to complete projects ahead of cash expected to
be received on final certification on projects nearing completion and to cover
the under-recovery of overhead costs as a result of lower than expected rate of
trade. Key remedial action plans have been implemented to mitigate any
negative cashflow impact and any further earnings impact.
Refer to the CFO’s review
for additional information

IMPROVING PROCESSES
AND SYSTEMS
As outlined in the CEO’s review on
page 28, certain businesses’
internal processes did not keep up
with their growth. At CONCO, this
included immature systems on
commercial aspects of managing
the risk profile with an EPC project,
as the business evolved from a
contracting business to a pure
EPC business.
Recovery plans have been
implemented, which resulted in an
improvement in commercial
contracting practices, as well as
addressing claims management
and recovery. We have strengthened
the review and management
projects, standardised reporting and
monitoring systems and automated
and improved our project forecasts
into liquidity models.
Refer to the CFO’s review
for additional information

EVALUATING THE FUTURE
OF ENGINEERING,
PROCUREMENT AND
CONSTRUCTION (EPC)
The contracting environment has
been structured as a client market,
with contractors assuming too
much risk for too little reward.
It is clear that our commercial
positioning needs to change relative
to the group’s risk appetite and
risk-bearing capacity. In line with
this, we have revised our
commercial and contracting terms
and have appointed appropriate
commercial resources at CONCO
and CIG with both EPC and project
structuring expertise.

OUTLOOK

The availability of contracts within the
traditional sub-station, overhead lines
and protection and automation
business in South Africa is at low
levels. Although uncertainty remains on
the timing of pricing submissions and
the time required to achieve financial
close on projects, South Africa has
committed to an integrated resource
plan that substantially favours the
CONCO type of business.
Operationally, CONCO remains focused
on successful execution of REIPPPP
Round 4 projects in hand, which
represent approximately 60% of
current work. A clear objective of the
REIPPPP is to maximise local content
supply to the projects and, as such, all
key electrical equipment must be
procured from South African
manufacturers. However, CONCO
management is concerned that the
manufacturers of key components
struggle to execute on their contracts
timeously or to the required quality
standards. These sub-contract supply
issues require extensive management
intervention to ensure that the external
supply does not place CONCO at risk for
late completion and associated
penalties. To address this, we
continuously engage with the supplier
and the client to determine appropriate
solutions to achieve completion of the
projects. In addition, we employ senior
resources to monitor the supplier’s
quality on the product delivered.

Power requirements for South Africa:
IRP 2019: 20 gigawatt (GW) of wind and solar power
Under the 2019 plan, around 6 000 megawatt (MW) of new solar PV capacity
and 1 4400MW of new wind power capacity will be commissioned by 2030.

Eskom 2020 – 2029
In terms of Eskom’s 2020 – 2029 transmission development plan, more
than R49 billion will be spent on 4 800km of high-voltage transmission
lines and 35 000 mega volt amp (MVA) of transformer capacity.

Self-build power and distributed generation
The CEO of the Minerals Council of South Africa has confirmed that
South Africa’s mines have a pipeline of 1,5GW of self-generation projects
that could be brought online in the next nine to 36 months.

Emergency generation
The emergency generation independent power producer role players have
called for 3 000MW of power generation over the next three to five years.

INTERNATIONAL OPPORTUNITIES
The business expects an improvement in the renewable energy solutions
project development cycle in the markets in the rest of Africa.
The African Union wants to increase access to energy in Africa by 50% over the
next 20 years, which will require the construction of more than US$500 billion
of transmission and distribution infrastructure.
CONCO is well positioned to win some of this work.

Access to electricity (%)
50%

Required T&D* spend/year (US$’bn)
52

66%

45%
26

2018

2040

2020 – 2040: 2020 – 2040:
66% Access 100% Access

* Transmission and distribution
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OPERATIONAL REVIEWS

POWER

CONLOG
R’m
Revenue
EBITDA*
Meters in development

4 months ended 12 months ended 12 months ended
31 December 2019
31 August 2019
31 August 2018
125
–
48

488
107
52

656
232
39

* (Loss)/earnings before interest, tax, depreciation and amortisation

Conlog provides pre-paid and smart electronic metering devices and
solutions, from design and manufacturing through to distribution.
Services for utilities and municipalities include revenue management
and protection, pre-payment with smart load control and load
management systems.

HIGHLIGHTS
• Our new head office and manufacturing plant in KwaZulu-Natal was
completed at the end of November 2019. The new plant, with state-of-theart surface mount technology placement equipment, will increase our
meter production capacity three-fold and the total number of units per
month to 520 000
• We also established new offices in Johannesburg to concentrate
commercial activities in the Southern African Development Community
(SADC). This region demonstrated positive results in market share and
regional revenue growth in Botswana, Lesotho and The Kingdom of
Eswatini. Our new Gauteng presence also allowed us to secure new orders
from the City of Tshwane, Polokwane and Eskom
• We expanded operations in Nigeria, with a new warehousing and assembly
facility. We secured our first award for a meter asset provider (MAP) project
with the Ikeja Electricity Distribution Company (IKEDC), which has positioned
us well for further participation in other MAPs and distribution companies in
Nigeria
• We upgraded our enterprise resource planning (ERP) platform, making us
the first manufacturing entity on the African continent to adopt the latest
ERP platform that encompasses cloud computing, data analytics, artificial
intelligence and other leading technologies
• We expanded the product offer that will target low-consumption clients and
markets and have engineered a product specifically for Ghana
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KEY DATA
Commercial focus on South

Africa and rest of Africa and
Middle East

265

permanent employees
More than 200 patents and
trademarks
Electrified more than 12 million
homes globally over 34 years,
supporting more than 70 utilities on
the four continents of Africa, South
America, Middle East and Asia

Introduced five major new
products in the last six years

 Exported to or operated in during the
last 16 months to 31 December 2019:

 Have experience, exporting to
or operating in:
Argentina
Burundi
Chad
Curacao
Liberia

HOW WE MANAGE
OUR BUSINESS
GOVERNANCE
We have a senior management team
of nine people who are supported by
middle management, with a focus on
performance within all aspects of the
business without compromising on
quality and client-centricity.
We have an ethics policy in place, with
a team consisting of the human capital
executive, the quality officer and the
finance director to manage ethics
issues. Employees are regularly
educated on the policy.
We adhere to legislation in all our
countries of operation. As we expanded
our presence in Namibia, we focused
on compliance with labour laws, import
duties and levies, product regulation,
company registration and ownership.

Madagascar
Mali
Rwanda
Senegal
Togo

Angola
Benin
Botswana
Brunei
Colombia
Democratic Republic
of Congo (DRC)
Dutch Antilles
French Polynesia
Haiti
Kenya
Lesotho
Malawi
Mozambique
Namibia

Nigeria
New Caledonia
Papua New Guinea
Seychelles
Sierra Leone
South Africa
South Sudan
Sudan
Swaziland
Tanzania
Uganda
Yemen
Zambia
Zimbabwe

RISK MANAGEMENT
RISKS

MITIGATING ACTIONS

Insufficient
diversification of
client base.

We have a strong geographic spread and
focused business development initiatives to
diversify our client, market and product mix.

Cyber-attacks on our
system and/or product.

We use the latest technology for encryption in
our product development and are currently
conducting penetration tests on our systems.

Inadequate disaster
recovery plan in relation
to total loss of facility
and information
technology.

We are currently developing our disaster
recovery plan after our move into the new
facility. This facility does not have load shedding
and there is a water reservoir.

Failure to identify
disruptive technology
which could significantly
impact on market share.

We constantly review market developments and
trends to diversify our offer and ensure it
remains relevant.

Downtime on key
production equipment.

We have backup key equipment in place in the
new plant to prevent downtime.
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CREATING A DIFFERENTIATED
OFFERING
Conlog was established in 1965 as an
electronics design company and has today
become a leading metering solutions
provider to utilities, municipalities and
property management companies in
South Africa, the rest of Africa, South
America and the Middle East.
We specialise in providing a
comprehensive service of pre-paid
solutions for the delivery of electricity
services. Our broad product offering
encompasses pre-aid meters, vending,
revenue management, smart metering,
maintenance, support and consultation,
as well as a dedicated and accredited
training facility for all aspects of
pre-payment.

ALL PRODUCTS AND
SOLUTIONS ARE CONCEIVED,
DESIGNED AND MANUFACTURED
BY CONLOG, WHICH IS UNIQUE
FOR A SOUTH AFRICAN
BUSINESS IN THIS SECTOR.
With our head office move, we have
achieved improved efficiency in our
production line, as the facility is more
suited to our production procedures and
process flows. We also enjoy specific
benefits, as we now form part of the
Special Economic Zone of the Dube Trade
Port, which is regarded as a key access
point in South Africa. Benefits include
income tax on export sales for the
business of 15% versus the traditional
28% and uninterrupted power and special
considerations for water management.
Our smart meters assist with utility
management, revenue protection and load
and demand management. We also have a
very strong focus on big data analytics
and smart city solutions and have sold
our solutions to more than 70 utilities.
Households across the world have a
Conlog pre-paid meter installed, making
us the company with the largest installed
base of around 10 million meters.
Throughout our history, we have continuously
provided innovative solutions that have
allowed us to retain our position of
leadership in the industry and have
assisted us to stay relevant to the market.
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WE HAVE THE WORLD’S
LARGEST BASE OF SMART
METERS AND PRE-PAID
SOLUTIONS. WE HAVE BEEN
SPECIALISING IN PRE-PAID
SOLUTIONS FOR OVER
20 YEARS WITH A FOOTPRINT
ON FOUR CONTINENTS AND
20 COUNTRIES. MORE THAN
70 UTILITIES USE CONLOG
METERING SOLUTIONS, AND
WE HAVE THOUSANDS OF
VENDING UNITS INSTALLED
AROUND THE WORLD, WITH
OVER 400 REVENUE
MANAGEMENT SYSTEMS
INTERNATIONALLY AND
LOCALLY.

We have a client-centric and not only
product-centric approach. The
combination of our superior product
range, combined with an ability to
exceed our clients’ requirements, has
resulted in a customer net promoter
score of 98%. We also have an
established brand that is synonymous
with superior engineered products.
We have a strong track record of
product design, leading manufacturing
capabilities and systems engineering.
During the period under review, we
implemented significant changes in our
supply chain function to improve
processes and key internal controls
with regard to supplier contracts and
supplier management to bolster our
supply chain engagements and avoid
risks to supply. This was further
bolstered with appointments in
purchasing and logistics.

Some world firsts:
Developed the standard for the secure transfer of credit (Standard Transfer Specification
or STS), which is an IEC* standard and the only globally-accepted standard for
pre-payment.
Designed the industry’s standard wall base for electricity meters.
Developed the world’s first commercially available 250A pre-paid meter.
Developed the vending system.
Established a network of field technicians to support clients in the field.
Created the South African Electricity Basic Support Tariff (EBSST), or poverty tariff.
Developed the first commercial scratch-card solution for pre-payment.
Accredited training centre for all aspects of pre-payment.
A 24-hour service desk for technical support.
* International Electrotechnical Commission

EMPLOYEES AND SKILLS
DEVELOPMENT
Conlog has 265 permanent employees,
with temporary employees based on
manufacturing requirements.

THE WORKFORCE IS LARGELY
SOUTH AFRICAN AND CONSISTS OF

95% 44%
BLACK*
EMPLOYEES

WOMEN

We have an experienced management
team with minimum experience
ranging from 17 to 25 years per
manager.
A new values programme, with a core
focus on skills development and a
review of executive development, was
implemented in 2019. We concentrated
on performance, as we strive to
embrace a high-performance culture.
Our employment practices are closely
aligned with the Employment Equity Act
and we therefore specifically evaluated
how we can cater for differently-abled
people at the new facility. We created a
space that is more modern, ergonomic
and allows for improved communication,
team cohesion and safety.
During 2020, we will clearly define the
leadership and management structures,
with a leadership development
programme put in place.
Talent acquisition and attraction of
skilled employees remain significant
challenges for the business. During
2019, we developed partnerships with
talent acquisition specialists and
established employee value
propositions to showcase the company
to current and potential employees.
We have been building a talent pipeline
through initiatives such as bursary
programmes, graduate programmes,
apprenticeships, in-service training and
learnership programmes. We will also
implement a succession planning
and talent identification process
during 2020.
An annual budget is established for
learning and development, as this is a

key priority for a technology-based
company such as ours. In the period to
31 December 2019, we invested nearly
R5 million on developing employees.
The spend aligns to business
requirements, such as compliance
training, talent pipeline development,
strategic projects and transformation.
A number of learning and development
initiatives was launched, such as change
management, design thinking, finance
for non-financial managers and
leadership influence.
Conlog is an active participant of the
employer body, KwaZulu-Natal
Engineering Industries Association,
and a member of the Metal Engineering
Industries Bargaining Council. The
largest union is UASA (previously called
the United Association of South Africa),
with the National Union of Metalworkers
of South Africa (NUMSA) the second
largest. The business has not
experienced any strikes in the last
five years.
Labour compliance is managed through
close engagement with stakeholders
such as the Department of Labour,
Manufacturing, Engineering and
Related Services SETA (merSETA),
Bargaining Councils, the Commission
for Conciliation, Mediation and
Arbitration (CCMA) and unions.
The employment equity and skills
development plans have been reviewed
and confirmed by the Department
of Labour. In the period to
31 December 2019, we implemented
training for our employment equity
committee through the Department
of Labour. Further training around
diversity awareness is planned for the
coming year.
We have a level 2 broad-based black
economic empowerment rating, which
we achieved through a key focus on
supplier and enterprise development
and social responsibility.
The business was involved in social and
community initiatives during the period
in line with our company purpose of
enriching lives by connecting people
and resources. We were closely
involved in addressing the impact of
the devastating floods in Durban.

SAFETY, HEALTH, ENVIRONMENT
AND QUALITY (SHEQ)
SHEQ management is an integral
part of overall management at
Conlog. Our manufacturing facilities
are independently accredited with
ISO 9000 (quality), ISO 14001
(environment) and OHAS 18001
(health and safety) standards.
Our South African facility is fully
accredited and the newlyestablished Nigerian plant is in the
process of being audited. We are
currently preparing for the new
ISO 40001 certification.
The current SHEQ management
system is continuously monitored
and reviewed in response to
changing internal and external
factors. Conlog engages several
health and safety representatives,
first aid officers, fire teams and
evacuation marshals to ensure
compliance to the various SHEQ
standard requirements.
During the four months to
December 2019, we experienced
one recordable safety incident which
involved an employee tripping over
the foot of a chair. It was established
that the employee was unfortunately
at fault as he switched his office
lights off. Our new building has a
high level of visibility. Before this
incident, Conlog achieved a record
957 705 man hours without any
incidents.

Lost-time injuries
4 months to 12 months 12 months
December to August to August
2018
2019
2019
1

–

3

Near-miss incidents
4 months to 12 months 12 months
December to August to August
2018
2019
2019
1

2

3

* Black, Indian and Coloured
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SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ) continued
The one near-miss incident involved
a falling ceiling panel in our old
building. No employees were injured.
We had no environmental fines or
issues during the period.
We have a stringent quality function
in place. All products meet and
exceed the highest international
standards, such as the International
Electrotechnical Commission (IEC),

OUR PERFORMANCE
DURING THE PERIOD
The segment contributed 13,1% to
group revenue for the four months
ended 31 December 2019 (15,4% for
the 12 months ended 31 August 2019).
Conlog implemented a growth and
diversification strategy, coupled with a
cost reduction focus, in the 12 months
to 31 August 2019. This led to an
improvement in earnings and cash
flow in the second half of F2019.
However, for the four months to
31 December 2019, Conlog's
performance was weaker than
expected and below management's
expectations.
Results were impacted by higher than
budgeted operating costs, mainly
from the relocation of the office and
manufacturing operation in November
2019 and the requirement to operate
two plants simultaneously. Productivity
dropped temporarily while the product
lines were moved from the previous
plant. This was exacerbated by
increased labour costs due to extra
casual labour and additional shifts to
assist with installing equipment and
ensuring efficient processes.
The business has demonstrated its
willingness to sacrifice revenue and
margin to improve the management
of credit risk by deferring the
manufacturing and dispatch of products
until it had received appropriate
payment guarantees. This impacted
revenue and earnings for the period.
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the South African Bureau of
Standards (SABS) and the Standard
Transfer Specification (STS). STS is a
globally-accepted standard for
pre-paid systems, with Conlog being
a founding member. In addition, the
company operates a variety of
internationally-endorsed
improvement programmes.
Our engineering department boasts
several experts in their relevant

fields, including project management,
embedded software engineering,
hardware design, validation,
mechanical engineering, systems
engineering and research and
development. Conlog’s engineers are
well equipped with the knowledge
and experience required to develop
products that constantly outperform.

OUR KEY ISSUES IN 2019

MANAGING POOR MARKET CONDITIONS
The business environment remained challenging during 2019. Managing this,
while future-proofing the business to support our growth ambitions, was a
core focus.
Our South African operation achieved budgetary expectations and we managed
to grow our market share over the last two years, resulting in 58% revenue
growth. The performance was dramatically improved by the introduction of a
new meter product range supported by new electricity meter ranges to Eskom,
as well as a range for the City of Tshwane.
A sector-wide shift in Uganda saw government involvement in distribution
projects, which resulted in delays in the market activity and stalled actions with
our largest client Umeme. This has recently improved and we are optimistic
that we will see a positive contribution in this country during the coming year.
While Nigeria represents significant opportunity, navigating the environment
requires careful thought and consideration, as uncertainty in the application of
regulatory expectations delayed the start of the meter asset providers (MAP)
programme. This was also further impacted by the tariff surcharges later in
the year, resulting in the market underperforming.
In July 2019, the federal inland revenue service of Nigeria added a duty
surcharge of 35% in addition to the 10% already in place for all completed
meters imported into Nigeria. To address this, we have attempted to fast-track
our manufacturing facility and to qualify for the 5% duty on the meter
components. We also submitted an application for a duty waiver on all
components and completed meters.
The planned diversification and recovery of markets such as Mozambique,
Ethiopia and Ghana were not achieved due to several factors, such as changes
in leadership in Mozambique, changes in technical specifications in Ghana and
funding pressure in Ethiopia. We are confident that we will make progress on
this in the coming year.

SUPPLY CHAIN
CHALLENGES
Supply chain challenges created by
global demand for microcontrollers in the mobile,
automotive and Internet of Things
(IoT) environment resulted in an
increase in component lead times
from 16 to 45 weeks. We managed
this by having closer interactions
with our supplier networks to
improve lead times to mitigate risk.

MAINTAINING OUR
LEADERSHIP POSITION
As the technology landscape
continuously evolves, with clients
demanding new features and new
solutions to their challenges, it is
key that we stay ahead of
competition and improve our offer
to remain relevant to the market.
We conduct regular research with
clients and potential clients
through our marketing department.
These efforts result in a more
client-centric approach to problem
solving and product design and
leading solutions.

OUTLOOK

We are currently re-evaluating our
business case to ensure we tap into
exciting developments to extend our
product ranges, as well as reviewing
other sectors, such as the water sector
and contract manufacturing markets in
a range of geographies.
We remain focused on growing our
geographic presence, with a targeted
plan to expand in Ghana, Qatar, Ethiopia
(EEU), Somaliland, Guinea and West and
Francophone Africa. We have secured
strategic partnerships in these growth
markets and have established business
development targets between the
marketing and commercial teams.
In South Africa, we have secured
significant and sustainable contracts
from Eskom and the City of Tshwane.
We also have potential new clients we
are targeting for increased market
share and to break into the private
property market. This will ensure

diversification and growth in this
market.
In Uganda, we will focus on building a
closer relationship with our client, both
commercially and operationally, and
will implement an improved client
engagement plan with measurable
actions to support a turnaround of
account activities.
In Nigeria, we will increase the rate of
installation on the MAP project and aim to
secure additional clients by taking
advantage of our recently-established
presence and MAP project success. We
will also adopt required local policies and
structures and ensure the commissioning
of the local assembly plant.
In Ghana, we plan to develop a meter
that will deliver a minimum volume of
20 000 meters in the coming year and
allow us to participate in a market
volume of 100 000 meters per year.
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POWER

OTHER
R’million
Revenue
EBITDA*
Contracts work in
progress

4 months ended 12 months ended 12 months ended
31 December 2019
31 August 2019
31 August 2018
14
–

35
(19)

41
10

1

1

5

KEY DATA

* (Loss)/earnings before interest, taxation, depreciation and amortisation

Consolidated Power Maintenance
Consolidated Power Maintenance (CPM) specialises in the operations
and maintenance of renewable energy projects and performs traditional
maintenance for municipalities and utilities, from distribution networks
to high-voltage transmission sub-stations. This includes all aspects of site
operations, including scheduled and unscheduled maintenance and more advanced
interrogations of inverters, control systems and supervisory control and data acquisition.
The business is also involved in wind and solar farms, as well as transmission
and distribution.

HIGHLIGHTS
• The signing of the South African Renewable Energy Independent Power
Producers Bid Window 4 projects unlocked seven operations and
maintenance projects for us. These are valued at R50 million over the next
five years, as the projects reach commercial operation dates. This will
double our annuity income base in the next two years
• We secured a R28 million project, with a further variation order of
R5,5 million in the transmission and distribution segment. We also retained
all our multi-year projects
• We were awarded our first project in Zambia during the period for annual
maintenance of a 64MW solar park. This milestone serves as a catalyst for
us to further penetrate that market
• We have also entered into the negotiation stage for securing our second
project in Namibia for a 5MW solar plant
• Towards the end of 2019, we implemented restructuring to create
efficiencies and establish synergies with sister companies through the
sharing of common resources
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Founded in 1996
Operates in:
1
2
3

South Africa
Namibia
Zambia
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employees
70% of revenue derived from

renewable energy operations and
maintenance projects

30% from transmission contracts
for renewable projects

500MW

Around
of projects
currently under management,
split between full scope and
balance of plant for solar
photovoltaic and wind farms
We are one of the leading
renewable energy independent
operations and maintenance service
providers in South Africa, with the
majority of revenue derived locally

3
2

1

HOW WE MANAGE
OUR BUSINESS

RISK MANAGEMENT
RISKS

GOVERNANCE
We have a senior management team
of four people, with experience ranging
from 15 to 20 years per manager. The
management team meets regularly
and ensures a performance culture
throughout the business.

Weak economic outlook,
coupled with the South
African government's
slow implementation of
its energy policy.

We adhere to legislation in all our
countries of operation. Our in-country
policies and procedures were updated
and approved in March 2019. We
ensure that the board approves our
business cases before we enter new
jurisdictions and conduct an
appropriate due diligence prior to
the submission of tenders.

MITIGATING ACTIONS
• Maintaining low fixed costs and a lean
structure that is agile and can quickly
respond to change
• We have a formal strategy for growth within
current economic conditions, which includes:
–– Geographic and sector diversification
–– Developing new markets, such as the
wind turbine operations and maintenance
market

We have an ethics policy in place,
which is managed by our human
resources manager. Employees are
regularly educated on the policy.
The business has a fraud, corruption
and ethics whistleblowing line. No
reports were received in 2019.

1. South Africa
2. Namibia
3. Zambia

Securing performance
guarantees or security
for clients for project
awards due to financial
strain on the group and
sister company CONCO.

• The debt restructuring is complete and the
group is engaging with other guarantee
providers. This should assist us to obtain and
issue security for appropriate projects
• We continuously negotiate with clients to
ensure that only securities that are
appropriate in terms of risk and return are
issued
• We are also exploring alternative forms of
security to complement current facilities

Inaccurate cost analysis
when tendering.

• We have implemented a number of
improvements in terms of our calculation of
potential costs on projects to perfect our
pricing when tendering. This has included
using an established automated pricing tool
and working with our legal department to
review our tenders before submission
• We have rolled out formal training
programmes to upskill our employees and
are formalising our tender review process
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CREATING A DIFFERENTIATED
OFFERING
Our core business is the operations and
maintenance of renewable energy
assets. We are a leading independent
service provider in South Africa, with
an entrenched track record and strong
local skills and experience. We have
also successfully started to diversify
outside of South Africa into Namibia
and Zambia. Our experience in our
markets allows us to deliver a quality
service for clients at competitive prices,
without compromising margins.
Distribution and power transformer
installation and commissioning are at
the core of our heritage. We have
installed a wide range of transformers
over the years, manufactured both
locally and globally. Our highly-qualified
technicians, local expertise and quality
equipment enhance the speed and
efficiency of our offering. We offer
a packaged solution, including
disassembly in preparation for
transportation, packaging of sensitive
components, transportation of the
unit, reassembly at site and installation
and commissioning of the unit.
As a South African company with a
broad-based black economic
empowerment (B-BBEE) level 4
rating, we assist original equipment
manufacturers (OEMs) to lower costs
and meet requirements from Eskom
and government.
Although we have the capability to
service both wind turbine generators
and solar photovoltaic (PV) plants,
most of our revenue is generated from
solar PV plants. We currently only offer
balance of plant maintenance on the
wind segment and are exploring
opportunities and partnerships to
further penetrate this segment.

54

WE HAVE HIGHLY-SKILLED TECHNICIANS WITH AN IN-DEPTH
UNDERSTANDING OF RENEWABLE ASSETS. OUR ASSOCIATION
WITH FELLOW SUBSIDIARY COMPANY CONCO POSITIONS US
FAVOURABLY AS WE LEVERAGE THE INTEGRATED SUPPLY
CHAIN BIDDING FOR OPERATIONS AND MAINTENANCE WORK
WHICH BECOMES AVAILABLE ONCE ENGINEERING,
PROCUREMENT AND CONSTRUCTION IS COMPLETE.

EMPLOYEES AND SKILLS
DEVELOPMENT
We have 56 employees.

THE WORKFORCE IS LARGELY
SOUTH AFRICAN AND CONSISTS OF

95% 32%
BLACK*
EMPLOYEES

WOMEN

We conduct regular diversity
awareness programmes, with a
particular focus on improving the
representation of women and disabled
employees in the workplace.
We implemented an employee
experience survey in March 2019, with
only small concerns, such as leave
processing and requests for new tools.
However, a critical finding was access
to basic services, such as healthcare in
remote sites. We have addressed this.
As a highly-technical business, it
remains a key priority to attract and
retain skilled employees. During 2019,
our focus was on upskilling our
technicians through learning and
development. We have employed eight
candidates through the Youth
Empowerment Service to impart the
required skills to aspiring technicians
and to create a pipeline for the business.
An annual budget is established for
learning and development. In 2019, we
invested R360 000 on bursaries for
employees and external tertiary
students. Our learning and development
programme’s focus during the period
was on statutory training, as well as on
technicians studying further towards
their National Diplomas, Bachelor’s
Degrees and even Master’s Degrees.
We have recognition agreements with
the National Union of Metalworkers of
South Africa (NUMSA) and UASA
(previously called the United Association
of South Africa), with membership
remaining constant during the period.
The business has not experienced any
strikes in the last five years.
We are compliant with all South African
labour legislation and are currently
finalising an evaluation of our

compliance in Zambia and Namibia.
Labour compliance is managed through
close engagement with stakeholders,
such as the Department of Labour,
NUMSA, Bargaining Councils, the
Commission for Conciliation, Mediation
and Arbitration (CCMA) and other unions.
The employment equity and skills
development plans have been reviewed
and confirmed by the Department of
Labour. We are currently finalising a
five-year employment equity plan to
drive transformation in our business
and ensure we have a diverse culture.

We achieved a level 4 B-BBEE rating
through a focus on internal and
external training programmes and
empowering small and medium
enterprises as part of our supply chain.
The business was involved in social
and community initiatives during the
period, with a key focus on education
in rural areas.
* Black, Indian and Coloured

SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ)
SHEQ management is an integral
part of overall management. We are
accredited with ISO 9000 (quality),
ISO 14001 (environment) and
OHAS 18001 (health and safety)
standards. The current SHEQ
management system is continuously
monitored and reviewed in response to
changing internal and external factors.
During 2019, we experienced no
lost-time injuries, with the last
lost-time injury in 2015. However,
we saw an increase in near-miss
incidents due to more regular vehicle
incidents and snakes on our sites.
We have increased our education
campaigns on sites and have
restricted the use of vehicles at night.
We have a strict policy on reporting
all incidents, which has enabled us to
be proactive and prevent major
incidents from occurring.

Lost-time injuries
4 months to 12 months 12 months
December to August to August
2018
2019
2019
–

–

–

Near-miss incidents
4 months to 12 months 12 months
December to August to August
2018
2019
2019
–

29

We have daily toolbox talks on safety
and site-specific risk assessments.
We also conduct monthly site SHEQ
audits to ensure we are proactive in
managing safety and are compliant
with ISO standards.
We communicate on health issues
each month to create awareness of
different health issues and their
correct management. We also conduct
annual medical evaluations for our site
teams. We have an employee
assistance programme in place to
support our employees with various
psychological and social issues.
We are fully compliant with the
environmental regulations on all our
sites and have to date not had any
environmentally-related claims. We
conduct monthly internal audits to
measure our quality control system.
We conduct a client survey every six
months, with our most recent survey
indicating a satisfactory rating. Areas
to address include response times and
consistent compliance. To address
this, we implemented a programme to
upskill our technicians, which will
enable us to resolve more specialised
technical faults in a shorter timeframe.
We also implemented key performance
indicators to make it compulsory for
the operational teams to adhere to
contractual and compliance
requirements.

15
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OUR PERFORMANCE
DURING THE PERIOD

In the six months to 28 February 2019 impairments and charges against earnings of
R20,2 million were recorded. In the six months to 31 August 2019 the market
remained subdued.
Following restructuring initiatives, including the reduction of the cost base and
improved risk management, CPM delivered a stronger performance in the four
months to 31 December 2019. Certain support structures were combined with
Rail to improve efficiencies and processes.

OUR KEY ISSUES IN 2019
UNCERTAINTY IN THE SOUTH AFRICAN RENEWABLE
MARKET
There is currently significant uncertainty in terms of the South African
government’s approach to the renewable energy industry. We are hopeful that
the release of the Integrated Resource Planning (IRP) 2019 programme will
provide more certainty. We currently have a 4% share of the South African
renewable energy operations and maintenance market, with most of our
projects being solar photovoltaic and balance of plant contracts.
The IRP promises to deliver an additional 22 576MW of renewable energy by
2030. This provides an opportunity for us to grow our annuity income stream.
There are a number of emerging small local operations and maintenance
competitors in the industry, as well as some international competitors on the
solar and electrical balance of plant projects. However, we are differentiated by
the proven skills levels of our technicians and our track record of providing a
quality service.

SKILLS SHORTAGES IN
SOUTH AFRICA
A key challenge is retaining skilled
employees, in particular at remote
sites where the majority of our
plants are situated. We currently
have a high employee turnover. To
address this, we have implemented
an incentive scheme for employees
who work in remote areas to
compensate them for their time to
travel to work and to enable access
to medical facilities.
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COMPLIANCE WITH
BROAD-BASED BLACK
ECONOMIC EMPOWERMENT
(B-BBEE)
The stringent South African
requirements, especially in terms of
ownership and localisation, have
been a challenge to address. We
have worked hard on all the
elements during 2019 and are
confident that we can achieve a
level 2 rating in our next verification
audit in the first quarter of 2020.

PENETRATING THE
WIND MARKET
The wind market is currently
dominated by original
equipment manufacturers
(OEMs). The OEMs are well
positioned due to the
warranty conditions on their
equipment, with owners and
lenders more comfortable
with them being responsible
for the operations and
maintenance.
Our strategy is to have a
targeted approach on projects
that are up for renewal. We
are also in negotiations with a
strategic partner, which will
strengthen our technical and
commercial capabilities in the
wind market.

OUTLOOK

The Namibian market plans to
construct 130MW of renewable energy
generation, 40MW of solar photovoltaic
and 90MW of wind by 2023. We are
well placed in this market due to our
performance track record and
reputation. As our sister company
CONCO has completed a significant
amount of work in that market, it
assists our positioning.
In our South African market, we are
hopeful that the future of alternative
power solutions will crystallise. As
outlined earlier, the signing of the

South African Renewable Energy
Independent Power Producers Bid
Window 4 projects is set to increase
our annuity income base in the next
two years. We also have a good pipeline
of signed contracts.
Several of the projects in the Bid
Window 1 contracts that were
commissioned in 2012 are expiring and
due for renewal. We are targeting these
projects as part of our growth strategy.
The entry into Zambia after securing
our first project has opened this market
for future growth.
The restructuring we implemented
during the period has ensured a more
focused team and structure, with costs
more effectively controlled.
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OTHER
CIGenCo
CIGenCo develops, facilitates investments in, and oversees the operations
of renewable and small conventional power generation projects across
sub-Saharan Africa.
We collaborate with other development partners to provide solutions
in the form of utility-scale independent power projects (IPPs), captive
generation or co-generation projects.
The projects we typically pursue range from 10MW to 60MW (under R1,5 billion),
with an equity value of less than R400 million. In return for bringing the project to
completion, we charge a development premium and require equity rights, which we
may sell down to other investors.

KEY DATA
Operates in:
1
2
3

HIGHLIGHTS
• Invested in two projects in Namibia that are operational
• Two development phase projects are in advanced discussions:
–– Kolwezi 100MW solar PV project in the DRC: In discussions with
International Finance Corporation InfraVentures to include them as a
co-development partner
–– Siginik 50MW solar PV project in Ghana: Progressing with negotiations
with the Ghanaian government towards finalising the support required
for financing

South Africa
Namibia
Mauritius

Established track record as IPP
developer, targeting both renewable
and conventional power projects
across sub-Saharan Africa

Two projects in Namibia
First IPP in the Namibian REFIT
programme to close on limited
recourse project finance
First project in Namibia to obtain
support from the Multilateral
Investment Guarantee Agency
(MIGA), a member of the
World Bank Group
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3

2

1. South Africa
2. Namibia
3. Mauritius

1

HOW WE MANAGE OUR BUSINESS
CREATING A DIFFERENTIATED
OFFERING

GOVERNANCE
We minimise our overheads by having a small, focused team, relying on the group’s
shared resources and reputable external suppliers. We adhere to the CIG group’s
ethics policies and work with the employees implementing the policies and practices.
External global risk consultants screen ethical standards during our evaluation of
projects. We also adhere to established criteria before accepting projects and
presenting them to the CIG group investment committee for approval.
We engage with advisors to ensure that we adhere to legislation in all our countries
of operation.

RISK MANAGEMENT
RISKS
Uncertainty and
delays in project
execution.

MITIGATING ACTIONS
We lower the impact by:
• Focusing on late-stage projects with a higher
likelihood of success (i.e. selecting projects where
key milestones have been achieved)
• Sharing the development risk with other credible
partners that can add value and influence

Meeting local
requirements.

• We have a targeted geographic strategy and
operate in jurisdictions where we or the rest of
the group’s businesses have experience
• We have developed a network of trusted advisors
with vast knowledge and experience
• We partner with local entities to meet local
content requirements and to ensure local support

Increased electrification and
industrialisation on the African
continent are driving the demand for
reliable power. The concerns around
climate change have also increased the
support for renewable energy.
Large power generation projects
typically involve negotiations with
government, requiring significant
investments in transmission and
distribution networks. Although
financing may be available, bankability
remains a constraint. This often makes
it difficult to close on large independent
power projects (IPPs) due to
governments’ limited room in their
fiscal debt ceiling.
Nevertheless, many debt funders and
equity investors are looking for
bankable projects and have the funds
available.
We are well positioned in this market as
a late-stage developer with a preference
to partner with local entities, communities
and other early-stage developers. We
work with our sister CIG companies to
offer integrated solutions for targeted
IPPs that include development,
construction and asset management.
Our established relationships with
financing partners are also key to our
competitive positioning.
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WE HAVE A TRACK RECORD
OF SUCCESSFUL
PARTNERSHIPS TO OFFER
CUSTOMISED SOLUTIONS
ACROSS THE PROJECT
LIFECYCLE, FROM PROJECT
DEVELOPMENT THROUGH TO
ADMINISTRATION DURING
OPERATIONS AND PORTFOLIO
ASSET MANAGEMENT FOR
EQUITY HOLDERS.
With large open auctions being
dominated by prominent players with
low cost of capital, we focus on direct
negotiations to provide solutions
customised to the off-taker, brownfield
projects with good returns and/or
strong potential for value enhancement.
We also select auctions where we have
a competitive advantage through our
strategic alliances with other
developers, suppliers, engineering,
procurement and construction
contractors and financiers.

EMPLOYEES AND SKILLS
DEVELOPMENT
To minimise fixed cost, CIGenCo only
has a small team of highly-skilled
people. We work with sister companies
and rely on the shared resources within
the group.

SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ)
CIGenCo works with the group on
implementing SHEQ policies and
ensure that our projects adhere to
SHEQ requirements.
In the countries where we operate,
we follow either World Bank
standards applicable to similar
projects or other standards that are
higher than the local requirement.
These standards include the World
Bank’s environmental and social

60

framework, as well as the most
relevant International Finance
Corporation’s performance
standards. These standards cover
aspects such as environmental and
social risks, labour and working
conditions, health, safety and
security, biodiversity conservation
and sustainable natural resource
management, as well as the
preservation of cultural heritage.

We rely on independent experts to
assess our projects accordingly.
We have never had any material
breaches of the applicable
standards.
In addition, we have not had any
lost-time injury or near-miss
incidents since the start of
operations.

OUR PERFORMANCE DURING THE PERIOD
In the six months to 28 February 2019 the group impaired the recognition of all
costs incurred on projects under development where the group deems financial
close not to be achievable in the short-term. This impacted the business’s results
of the prior year by R67,8 million.
For the four-month period ended 31 December 2019, the business delivered in
line with budget. The contribution from its Namibian Ejuva Solar Energy projects
remains pleasing, although a relatively small contributor to group earnings.
The team is making slow progress on the key projects under development, which
impacted results.
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OUR KEY ISSUES IN 2019
INCREASED COMPETITION
Increased competition from
international firms with funding is
making it difficult for smaller players.
To address this, we are targeting
projects already advanced through
direct negotiations and selecting small
tenders where CIGenCo has an
advantage based on our experience or
where we can leverage CIG’s group
synergies. We also tap into our
established relationships with
financing institutions and
strategic partners.

CAPITAL CONSTRAINTS
CIG has adopted a more
cautious approach to the
deployment of capital. In this
context, we have narrowed
our focus on fewer, but more
advanced, projects. We are also
developing strategies to bring
additional co-developers or
other low-cost funds into
CIGenCo. We have been liaising
with strategic co-development
partners to share in the costs,
risks and rewards of the
projects.

KOLWEZI 100MW PROJECT IN DRC (TOTAL PROJECT VALUE
OF US$150 MILLION)
Discussions are at an advanced stage with the International Finance Corporation
(IFC) InfraVentures for a partnership to develop the project. IFC InfraVentures is a
US$150 million global infrastructure project development fund that was created
as part of the World Bank’s efforts to increase the pipeline of bankable projects in
developing countries. Its unique offering, combining early-stage risk capital and
experienced project development support, is designed to address the key
constraints to private investment in infrastructure projects in frontier markets.
Support from the IFC will assist in concluding government agreements that are
key to the implementation of the project. In addition, the US Overseas Private
Investment Corporation (now called the US International Development Finance
Corporation) conducted a preliminary screening of CIGenCo to provide up to
US$60 million debt funding for the project.

SIGINIK 50MW PROJECT IN GHANA (TOTAL PROJECT VALUE
OF US$65 MILLION)
A series of meetings with IPPs and government were held late in 2019 to address
the government’s concern around the high fixed charges of IPPs. Discussions with
the Ghanaian government towards finalising the support required for the Siginik
50MW solar project are at an advanced stage.
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SLOW PROGRESS OF
PROJECTS
We have made slow progress
on the signature projects
under development during the
period, which impacted results.

TWO 5MW PROJECTS
IN NAMIBIA
Ejuva One and Ejuva Two
continued to perform in line
with expectations.
This performance was
achieved despite the
requirement to replace
defective inverter phases by
the manufacturer. This had
a negative impact on output.
However, there were no other
materially adverse incidents,
as the plants continue to be
well-run small IPPs.

OUTLOOK
We will continue to focus on securing
development and investment capital to
reduce the dependence on the CIG
group.
We will also maintain a development
pipeline focusing on late-stage projects
with a high likelihood of success.
However, development spend will be
limited and guided by CIG until the
planned funding platforms are
established.

are hopeful to conclude an agreement
with IFC InfraVentures to co-develop
and invest in the Kolwezi project. We
will also aim to conclude discussions
with the government of Ghana and
finalise the support required to ensure
the bankability of the Siginik project.
We expect the performance of the
Ejuva plants to improve this year
following the replacement of defective
inverter phases.

We are currently shortlisted for
pre-qualification on the Eswatini 40MW
multiple solar photovoltaic projects and
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Building Materials
R’million

4 months ended 12 months ended 12 months ended
31 December 2019
31 August 2019
31 August 2018

Revenue
EBITDA*
PPE**

184
15
333

483
42
333

516
76
343

* Earnings before interest, taxation, depreciation and amortisation
** Property, plant and equipment

Consolidated Building Materials consists of two businesses:
DRIFT SUPERSAND

WEST END CLAY BRICK (West End)

KEY DATA
Drift Supersand
Operating for over 30 years

Drift Supersand has two opencast mines (Drift Supersand and Drift Laezonia) producing sand
and stone (aggregates) for the building and construction industry. Drift Supersand is located
on the West Rand and Drift Laezonia is located towards Centurion. Both these operations serve
clients within a 50 kilometre radius.

Two sites in Gauteng, with the
acquisition of a third in progress

West End manufactures quality bricks and roof tiles and is situated southwest of Johannesburg.

Produces

HIGHLIGHTS
• Grew market share in tough market conditions, mainly due to the
development and introduction of niche products
• Various cost-saving initiatives were implemented to keep both variable and
fixed costs below inflationary growth
• In Drift Supersand we:
–– Secured additional volumes from readymix producers and concrete
product manufacturers
–– Improved utilisation of our existing transport capacity to increase our
average delivery distance. This enabled us to be more competitive in
zones previously outside our range
–– Optimised synergies between Drift Supersand and Drift Laezonia, which
increased operating efficiencies and our product offering to clients
• In West End Clay Brick we:
–– Have a focused drive on extracting value from finished goods and
improving working capital
–– Improved our production to sales ratio through amending the product
split and yield of the kilns
–– Successfully implemented new product lines
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2,4 million tons of

crushed sand and stone a year
In the top 10% of ASPASA’s*
environmental audits
West End
Established 29 years ago
One clay brick operation and
one roof tile plant in Gauteng
Three consecutive years of
ASPASA* audit improvements
from 72% to more than 80%
* Aggregate and Sand Producers Association
of Southern Africa

1

Presence in Gauteng

HOW WE MANAGE
OUR BUSINESS
GOVERNANCE
We have an experienced management
team that drives a performance culture
within structures of sound corporate
governance.
We have an ethics officer and a formal
company code of conduct and ethics
policy in place.
We screen and monitor all suppliers,
clients, contractors and other key
business associates on ethics issues.
We promote a fair, accessible and
sustainable marketplace for consumer
products and services and have a
register to monitor comments from
clients.
Our policies cover any irregularity or
suspected irregularity involving
employees and management,
consultants, vendors, contractors,
clients and/or any parties with business
relationships with our company.
We adhere to legislation at our
operations and are regularly audited by
government agencies, including the
Department of Mineral Resources, the
Department of Water Affairs and the
Department of Labour. We are also
audited by external auditing
organisations, including ASPASA,
Umhlaba and Globesight SHE
consultants.

Drift Supersand manufactures and
supplies material according to the
South African National Accreditation
System and the Committee of Land
Transport Officials specifications.

West End is approved by the South
African Bureau of Standards (SABS)
and is a proud member of the Clay
Brick Association of South Africa.

RISK MANAGEMENT
RISK

MITIGATING ACTIONS

Sovereign risk caused
by low economic growth
and poor government
spending.

Strict cash management.

Increasing cost of
compliance based on
continuous legislative
changes and revisions.

Comply with all prescribed legislation and
recover costs where possible in the market.

Electricity reliability of
supply and cost.

We have implemented alternative energy supply
and efficiencies in terms of power use.

Recovery of inflationary
increases within the
market.

Improved cost management and rigorous
procurement policies and procedures.

Key skills retention.

We have individual development plans for all
employees. These are linked to succession and
employment equity plans.
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Building Materials continued

CREATING A DIFFERENTIATED
OFFERING

EMPLOYEES AND SKILLS
DEVELOPMENT

Both businesses in this cluster have
been operating for more than 25 years.
They have entrenched relationships
and a proven track record of delivering
quality products on time, within
pre-determined specifications and with
high service levels.

We have 541 permanent employees
and have managed to retain key
experienced employees with very low
employee turnover. The workforce is
diverse and managed within the
guidelines and requirements set by
relevant legislation.

WE TAILOR-MAKE CERTAIN
PRODUCTS FOR CLIENTS
WHERE THERE IS A MUTUAL
BENEFIT IN TERMS OF
PROFITABILITY AND COST
SAVINGS, WHICH
DIFFERENTIATES US FROM
COMPETITORS.
Our production capacity and flexibility
not only guarantees availability and
reliability of standard aggregates, clay
brick and roofing products, but also
supports new product development.
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THE WORKFORCE IS LARGELY
SOUTH AFRICAN AND CONSISTS OF

91% 23%
BLACK*
EMPLOYEES

WOMEN

Freedom of association is highly
respected and we have had stable
industrial relations over the last ten
years, with no strike action. All
operations currently comply with the
new national minimum wage directives.
* Black, Indian and Coloured

DURING THE PERIOD, WE SPENT

R2,8 million
ON TRAINING

We have several official training
programmes in place, which include
learners on learnerships (registered with
the Mining Qualification Authority),
interns and bursary students.
Adult educational training remains a high
priority for the business and we currently
have 47 employees on this programme.
In addition to this, various formal
on-the-job training interventions are
facilitated through mentoring and
coaching programmes.
The business was involved in social and
community initiatives during the period.

SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ)
• Discussing all incidents in every
team meeting to ensure learning
between operations

All plants have a management
system that covers SHEQ and are
audited annually.
We have safety management
procedures in place, with equipment
inspected regularly. We have monthly
housekeeping inspections by our
SHEQ representatives and managers,
as well as quarterly safety meetings
conducted by management, SHEQ
representatives, site management
and employee representatives.
Standard safety protection clothing
and equipment is issued to
employees in line with legislation.
Due to the location of the operations,
frequent visits and inspections by
regulating authorities are conducted.
There were no major findings or
directives for the reporting period
ending 31 December 2019.

Lost-time injuries
4 months to 12 months 12 months
December to August to August
2018
2019
2019
–

5

11

We had five lost-time injuries for the
12 months to August 2019. These
included major injuries, such as
broken arms, as well as minor
injuries, such as lacerations on hands.
The 11 lost-time injuries in the year to
August 2018 included a serious open
leg fracture and minor sprains.
We addressed these incidents by
focusing on:

• Evaluating lessons learnt from the
inspectorate’s memorandums and
other companies at quarterly SHE
forum meetings. All lessons learnt
from the inspectorate’s memos
and other companies are
discussed in our quarterly SHE
forum meetings
All operations are fully compliant with
occupational health and hygiene
legislation. Full annual medical
surveillance is conducted for all
employees and contractors to ensure
everyone remains medically fit to
perform their duties. The business
also developed a ‘minimum standards
of medical fitness to perform work’
code of practice, which is periodically
audited and verified by the regulating
authorities.
The standardisation of our SHEQ
management systems across all
operations resulted in a substantial
improvement in standards and in
internal, external and regulating
authority audit results. Environmental
audits are conducted annually by the
Aggregate and Sand Producers
Association of Southern Africa and
the Department of Mineral Resources,
as well as legal external compliance
audits. We have had no adverse
findings in the last five years.

OUR PERFORMANCE
DURING THE PERIOD
The cluster contributed 19,2% to group
revenue for the four months ended
31 December 2019 (15,3% for the
12 months ended 31 August 2019).
During the six months ended
28 February 2019, an impairment of
goodwill of R64,3 million was recorded
relating to both the aggregate and clay
brick businesses. In addition, the
aggregate business enhanced its
provision for its mining rehabilitation
liability.
The actions taken during the 12-month
financial year ended 31 August 2019
continued to deliver results, with the
improvements realised in the second
half sustained in the four months to
31 December 2019. These improved
cost management and cost saving
initiatives resulted in lower than
inflationary cost increases.
In Drift Supersand, aggressive
initiatives to grow the customer base in
the aggregate business were
successful.
West End experienced pressure in roof
tiles due to poor market conditions.
However, the use of clay bricks in
low-cost, high-density buildings to
address South Africa's housing need
have impacted positively. In addition,
face brick sales increased due to the
supply to five of the 31 mega cities
in Gauteng.

• Rigorous implementation of
planned task observations and
monthly inspections by different
levels of supervisors and
managers
• Detailed risk assessments to
identify potential hazards when
completing tasks
• Daily safety topics and talks to
emphasise the dangers within the
workplace, as well as the required
safety standards and behaviours
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Building Materials continued

OUR KEY ISSUES IN 2019
MARKET PRESSURE

BROAD-BASED BLACK
ECONOMIC EMPOWERMENT

The impact of the general slowdown of the construction industry in
South Africa continued to have a negative impact on the business.
The pressure has been particularly significant in the Gauteng
region where the Consolidated Building Materials businesses
operate. Six of the major construction companies in South Africa
are in financial distress and in a highly-fragmented competitive
environment, volume and price remained under pressure.
To address these factors, we implemented a focused recovery
programme, as outlined under our performance during the
period review.

We have more work to do to ensure
ongoing compliance with broad-based
black economic empowerment.
The key focus areas for improvement
remain skills development and training, as
well as opportunities to improve
preferential procurement.

OUTLOOK

The outlook for 2020 remains tough. However, it is anticipated that the continuous
focus on cost management, operational efficiencies, product range and offering and
achieving real price increases within the markets where we operate, will result in
improved profitability.
In Drift Supersand we anticipate some stabilisation in the readymix market due to
the recovery of certain key players and readymix producers securing sizeable
projects. A number of major civil projects are currently out on tender in our zone of
natural advantage and we are hopeful that this will have a positive impact in the
short- and medium-term.
West End is cautious but optimistic for 2020 due to the commencement of various
mega cities within Gauteng. As we are already supplying to some of these, we are
hopeful that this will reduce the impact of the current slow market.
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OPERATIONAL REVIEWS

Oil & Gas
R’million

4 months
ended
31 December
2019

Loss from equity investment AES
Dividends received

(11)
8

12 months
ended
31 August
2019

12 months
ended
31 August
2018

(29)
24

(85)
36

Angola Environmental Servicos Limitada (AES) is a waste disposal service
provider to the oil and gas industry in Angola.
AES’s services include recycling, treatment, disposal of waste, rental
of cargo carrying units, tank cleaning and quayside transfer facilities.
The main revenue stream is from thermal desorption treatment of waste
incineration and rental and cargo carrying units.
CIG acquired a 30,5% equity interest in AES on 30 January 2014
for R261,6 million. AES is accounted for as a joint venture using the
equity-accounted method.

HIGHLIGHTS
• All major contracts with the oil companies were extended by a minimum
of three years
• Achieved independent environmental compliance with European emission
standards
• Maintained ISO certification
• Rig count picked up at the end of the year
• Oil operators committed to further expansion
• Quality, health and environmental commitment targets met

KEY DATA
Operates only in
1

Angola

in Luanda and Soyo

In 2020,
Luanda will represent

63%
and Soyo
37%

of AES revenue

Established presence,
having operated in the Angolan oil
and gas industry since 2005

Clients include oil majors
in Angola

420 employees*
	with 95% local Angolan
employees
* Not included in the group’s reported
headcount, as the entity is not controlled by
the group.
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1

1. Angola

GOVERNANCE

TRACK RECORD (2005 – 2018)

We have a senior management team of
experienced people with internationally
accredited practices.

WASTE RECEIVED AND TREATED
120 000

1 500

100 000
80 000

Cleaning jobs completed

60 000

HOW WE MANAGE
OUR BUSINESS

40 000

We have training programmes in place
for employees to ensure quality
delivery to our clients, as well as strict
environmental policies to prevent any
harm to people, the environment and
property.

20 000
0
'05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18

>980 tons

of cement/bentonit recovered

>400 000 tons
(drill cuttings/bottom sludge/
centrifugation waste)

treated onshore

>68 000 tons
recovered base oil

(which has been re-used for
fabrication of new drilling mud)

Zero incidents

(related to collection/transfer
and treatment)

>2 500 tons

CREATING A DIFFERENTIATED
OFFERING
Integrated waste management services
provide a competitive advantage, as it
offers clients a solution to their waste
management requirements from one
service provider.

of crude oil contaminated
waste recovered

Since our inception in 2005, we have
invested significantly in infrastructure
and human capital to ensure a high
level of service. We have built up an
unblemished track record.

>500 tons

During the period, AES ordered a new
chemical waste treatment plant. This
equipment will have safety, health and
environmental benefits, which include:

of naturally occurring radioactive
material contaminated waste
recovered

• Faster processing of the chemical
waste, which significantly reduces
the waiting and exposure time before
treatment
• Safer treatment of the chemicals due
to stricter controls
• Reduced quantity of waste stock to
be treated
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Oil & Gas continued

OUR PERFORMANCE
DURING THE PERIOD

AES performed well in the four months ended 31 December 2019 and contributed
positively to the group. However, results were impacted by foreign exchange losses
due to the weakening of the Angolan Kwanza.
During the period, the group received R8,1 million dividends from the investment.

OUR KEY ISSUES IN 2019
DELAYED RENEWAL OF
AES ENVIRONMENTAL
OPERATION LICENCE

RELOCATION OF THE SONILS TREATMENT FACILITY

The Angolan Ministry of Environment
is responsible for issuing the
environmental licence for AES.
Unfortunately, the current renewal
process has been unexpectedly
protracted. The Ministry has recently
indicated that the delay is due to the
requirement for a review of AES’s
environmental controls following a fire
in February 2018. AES is disputing the
process followed and is currently in
discussions in an attempt to find an
amicable solution. An application has
been made to the courts disputing the
validity of the minister’s review. An
urgent application to request that the
court suspend any action of the
minister has been submitted.

The Ministry notified AES that they should relocate its treatment facility
inside the Sonils oil and gas industrial base to a location beyond the
borders of this base. AES believes this request is unfounded and is
disputing this instruction through the Angolan courts.

CURRENCY DEVALUATION
During the period, the Angolan currency suffered a devaluation of about
60%. AES provides a currency hedge for CIG, as the group receives
distributions in US Dollars which complements the large South African
revenue base in its other businesses. However, the local business is
exposed to the local Angolan currency, which results in currency risk
when the Angolan Kwanza devalues.

OUTLOOK
Since 2014, the oil rigs in Angola have declined from 30 to five. However, in 2020 an
average of ten rigs are expected due to increased exploratory drilling. In anticipation
of the increase, AES has started to expand its waste treatment capacity.
One of AES’s large clients has removed the offshore cutting treatment units from its
rigs, which will result in additional waste to be sent to AES for treatment and more
cutting skips to be rented out to the client.
AES also expects that an average of 5 626 tons of thermal desorption waste will be
treated each month due to an increase in the number of rigs.
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OPERATIONAL REVIEWS

Rail
R’million
Revenue
EBITDA*
Contracts work in
progress

4 months ended 12 months ended 12 months ended
31 December 2019
31 August 2019
31 August 2018
109
7

239
(107)

259
(41)

14

42

122

KEY DATA

* Earnings/(loss) before interest, taxation, depreciation and amortisation

Rail specialises in the electrification of railways and the installation of
overhead traction equipment, as well as some power services.

Operates in South Africa, with
three branches situated in:
1

HIGHLIGHTS

2
3
4

• Successfully implemented phase 1 of a restructuring and cost-saving
initiative
• 42 awards to the value of R327 million within the 16 months ended
31 December 2019, including:
– Award of the Kruisvallei 10MVA sub-station project, our first in the
hydro-electric market for Building Energy
–	Successful award, completion and commissioning of the sizeable
Dyason’s Klip 1 and 2 and Sirius (3 x 80MW) solar projects for Scatec,
within budget and on time
• Obtained level 1 broad-based black economic empowerment (B-BBEE)
certification for both subsidiaries within Rail, namely Tension Overhead
Electrification Proprietary Limited and Tractionel Maintenance Services
Proprietary Limited, despite shareholding and other challenges
• Retained ISO 9001, ISO 14001 and OHSAS 18001 certifications
• Negotiated the approval of overdue variation orders and payment from two
clients. R19 million was claimed and received, enhancing profitability and
cash flow
• Implemented a supervisor development programme for junior linesmen to
address the current decline of supervisory skills in the rail industry

Northern Cape
Western Cape
KwaZulu-Natal
Gauteng

271

permanent employees
Established 38 years ago
We are the oldest privately-owned
rail electrification company in
Southern Africa

Responsible for the
maintenance of Gautrain’s
overhead contact distribution
system since its inception in
2010, as well as seven other
private sidings
Total track kilometres currently
being maintained more than

250 kilometres
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1

3

1. Northern Cape
2. Western Cape
3. KwaZulu-Natal
4. Gauteng

2

HOW WE MANAGE
OUR BUSINESS
GOVERNANCE
The business is managed in four
distinct divisions, each reporting to one
of the four executive directors. This
allows for quick and effective decisionmaking and regular interaction
between the teams. This ensures that
the strategic direction of the business
is well communicated and implemented
consistently.

The exco team members visit projects of significant importance regularly to ensure
that a quality product is delivered to the client on time and within budget.

RISK MANAGEMENT
RISKS
Lack of awards and
investor confidence in
South Africa, especially
in the construction
sector.

We have an ethics policy in place, with
an ethics manager who ensures the
management of ethics-related issues.
Employees are regularly educated on
the policy.
The business has a fraud, corruption
and ethics whistleblowing line. No
reports were received during the period.
We adhere to legislation in all our
countries of operation. Our policies and
procedures are updated and approved
regularly as part of our ISO 9001
quality management system.
We have ongoing executive management,
senior management and interdepartmental meetings to ensure
compliance and adherence to company
policies and procedures in line with our
strategy.

MITIGATING ACTIONS
We have restructured this business to ensure it
is correctly sized for current market conditions.
We have combined cost structures with another
CIG subsidiary, Consolidated Power Maintenance,
to ensure improved efficiencies and economies
of scale with reduced cost.
We are also evaluating opportunities to combine
services with other CIG companies to tap into
broader opportunities and leverage our strong
operating control environment.

Regulatory changes
impacting the
management of labour
and spend on contracts,
with increased
requirement for local
content and community
contribution. This
includes the impact of
the requirements
imposed by radical
economic transformation
forums.

We strictly monitor project conditions and
protect the safety of employees on site.
We proactively manage industrial relations,
including engaging with the representative
bodies of the radical economic transformation
forums and other industry bodies to ensure the
most effective way to address these complex
issues.
We also assess local content availability and
quality at tendering stage and engage with
clients to ensure social requirements are
agreed at the tender stage.

CIG INTEGRATED ANNUAL REPORT 2019

75

Rail continued

CREATING A DIFFERENTIATED
OFFERING

WE ARE THE OLDEST
PRIVATELY-OWNED RAIL
ELECTRIFICATION COMPANY IN
SOUTHERN AFRICA, WITH THE
LARGEST PRIVATE ROAD RAIL
VEHICLE FLEET IN AFRICA.
Through our strong international
affiliations and agency agreements
with countries such as Switzerland,
Germany and Italy, we distribute quality
international products in the local
market.
Our services cover the supply of all
overhead contact distribution systems
and overhead track equipment on
3 kilo volts (kV) direct current, 25kV
alternating current (AC) and 50kV AC
systems, as well as other relevant
electrical equipment required for
generation, distribution or
transmission.

WE HAVE BEEN INVOLVED
IN A NUMBER OF MARKETLEADING INITIATIVES IN
SOUTH AFRICA, such as the

design, supply, testing and
commissioning of the first Gautrain
Rapid Rail Link, a state-of-the-art
dedicated light rail line between
Johannesburg, Pretoria and O.R. Tambo
International Airport, supporting a fast
transit system capable of operating at
160 km/h. At the time in 2010, this
project was the largest railway project
of its kind in Africa.
We were awarded the project against
strong international competition and
completed it within budget and on time
for its use during the hosting of the
Soccer World Cup in 2010.
We were also the rail electrification
contractor of choice for the largest
railway electrification projects in South
Africa during the last decade, which
included the electrification of the Majuba
rail link in Mpumalanga and the Gibella
Depot electrification projects.
Since entering the renewable energy
market three years ago, we have
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already successfully executed and
secured in excess of 340MW of power.
We provided the turnkey solution to
Richards Bay Coal Terminal during an
expansion project, one of the largest at
the time in 2016. We also completed
the reticulation for various private
development projects.

EMPLOYEES AND SKILLS
DEVELOPMENT
Rail employs 271 permanent
employees, with temporary or limited
duration contract employees based on
operational requirements.

THE WORKFORCE IS LARGELY
SOUTH AFRICAN AND CONSISTS OF

80% 10%
BLACK*
EMPLOYEES

WOMEN

A new supervisor development
programme, with a core focus on skills
development of black supervisory skills
in the rail sector was implemented in
the period under review.
During 2020, we will continue with this
initiative by appointing graduates from
this programme as acting and/or
assistant supervisors in the business
where they can implement their
theoretical training in the workplace.
We have also invested in a programme,
recognised by the Transport Education
Training Authority and the South
African Qualifications Authority, to train
rail linesmen. We have trained more
than 46 linesmen since 2010 with the
assistance of our business Tractionel.
An additional 23 trainee linesmen will
graduate from the trainee linesman
programme in July 2020.
Labour compliance is managed through
close engagement with stakeholders
such as the Department of Labour, the
Manufacturing, Engineering and Related
Services SETA (merSETA), the Electrical
Bargaining Council, the Commission for
Conciliation, Mediation and Arbitration
and unions. The employment equity and
skills development plans have been
reviewed and confirmed by the
Department of Labour.

We achieved a level 1 rating in our
most recent B-BBEE audit. We
particularly focused on supplier and
enterprise development by engaging
with 100% black-owned companies to
implement preferential payment terms.
Our enterprise development initiatives
were aimed at providing financial
assistance to 100% black women-owned
companies. Although we are pleased with
the improvement in our rating from a
level 2 to a level 1, we remain conscious
of the challenge of maintaining our level
and will continue to focus on all the
elements of the scorecard.
We also focus on training and
development of young people with
disabilities at a number of recognised
institutions across South Africa.
Tractionel assists with administrative
learnership programmes that are
accredited by merSETA.
Rail was involved in social and
community initiatives during the period.
We sponsored two local soccer teams in
the Northern Cape and supported the
67 Minutes for Nelson Mandela initiative
on 18 July 2019 by donating time,
stationery, toys, clothing and other
supplies to the Geneses Nursery School
in Diepsloot. We have also contributed to
the school fees of previously disadvantaged
black learners.
* Black, Indian and Coloured

SAFETY, HEALTH, ENVIRONMENT AND QUALITY (SHEQ)
Our three offices, which manage and
monitor all sites, have a management
system that covers health, safety,
environment and quality. The systems
and processes are audited annually.
We have also implemented the OHSAS
18001 health and safety management
system. In line with this, we conduct
daily, weekly and monthly inspections
of all operations within the cluster.
These are conducted by competent
supervisors, health and safety
representatives, construction health
and safety officers and machine
inspectors. Any deviations from
regulatory or client requirements are
immediately addressed with
corrective actions, as well as the
addition of preventative measures to
ensure there are no recurrence. We
have quarterly safety meetings with
management, health and safety
officers and employee representatives.
All employees are issued with standard
protective clothing and equipment in
line with legislative requirements. We
mitigate potential hazards based on a
thorough risk assessment process.
Other safety measures include:
• Provision of quality equipment to
reduce the risk of working at heights
• Engineering controls, such as vehicle
monitoring in terms of speed, harsh
movement and braking and the
demarcation of hazards

OUR PERFORMANCE
DURING THE PERIOD
The segment contributed 11,4% to
group revenue for the four months
ended 31 December 2019 (7,5% for the
12 months ended 31 August 2019).
In the six months to 28 February 2019
a provision of R86 million was made
against two contracts in which there
are ongoing legal disputes, resulting in

• Formal safety training and
supervision to ensure all
employees adhere to safety
procedures

Medicals are conducted annually for
employees and contractors on
relevant sites.

Unfortunately, both Tractionel
Enterprise and Tractionel Maintenance
Services experienced a high incidence
of small safety incidents. Although
these were mainly trip and fall
incidents, we would like to see these
incidences eradicated. All incidents
were investigated to establish the
causes and contributing factors to
ensure corrective actions are
implemented.

Lost-time injuries
4 months to 12 months 12 months
December to August to August
2018
2019
2019
2

5

3

Near-miss incidents
4 months to 12 months 12 months
December to August to August
2018
2019
2019
154

598

658

We conduct a detailed occupational
hygiene survey every two years to
analyse and measure illumination,
ventilation, noise exposure, chemical
exposure and ergonomics.

the business reporting a loss for that
period. The business continues to
pursue these claims with internal and
legal counsel assistance. If successful,
this would significantly enhance
earnings and cash flow in the period in
which they are awarded.
In addition, a deferred taxation asset of
R27,2 million related to assessed
losses, which was previously raised,
was reversed and charged against
earnings until its utilisation can be
reasonably demonstrated.

During the period, there were no
occupational diseases reported. We
conduct weekly toolbox talk sessions
where we discuss various health
issues, including HIV/Aids, alcohol
abuse, tuberculosis and personal
hygiene. We also provide eating areas
that allow employees to break away
from their work environment to enjoy
their lunchtime in a clean and hygienic
environment.
Voluntary HIV testing is encouraged
and offered on an annual basis by an
independent non-profit organisation.
Awareness and training on HIV/Aids
and other medical issues now form
part of our employee induction
programme.
Environmental audits are conducted
monthly by our ISO 14001 environmental
management system internal auditors
and SHEQ department. An external
audit is conducted annually in terms
of our ISO 14001 accreditation. There
were no contraventions or fines issued
by the Department of Environmental
Affairs and the Department of
Minerals and Energy.
We conduct internal and external client
satisfaction surveys every quarter to
identify and correct concerns.

The South African market continued to be
very challenging, with tender adjudication
often extended past their validity dates.
Several tenders are also being withdrawn
or cancelled. However, this cluster
delivered ahead of budget in the last four
months to 31 December 2019 due to
certain commercial claim awards which
enhanced earnings and cash.
As outlined in CPM's review, certain
support structures were combined with
Rail during the period, which increased
efficiencies.
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Rail continued

OUR KEY ISSUES IN 2019
PROJECT PLANNING,
TENDERING AND
EXECUTION
The South African market is
very challenging, with a lack
of investor confidence and
slow government spend.
Tender adjudication is often
extended past their validity
dates, which causes delays
for all players. There is also
an increase in tenders being
withdrawn or cancelled, with
re-tenders only happening
after a long time.
In addition, the Preferential
Procurement Act and
increasing B-BBEE
requirements, as well as
other ongoing regulatory
changes add to our
compliance risk and required
management processes.
To address this, we have
implemented plans to ensure
we comply with requirements.
Pleasingly, we improved our
B-BBEE rating from a level 2
to a level 1.
A significant cost reduction and
restructuring plan was
developed with implementation
scheduled for the first quarter
of 2020. This will assist the
business to return to
profitability and will reduce the
risk of cash funding required
from the group.
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PRESSURE ON KEY CLIENTS
A number of our key clients have experienced challenging conditions. PRASA
has been placed under business administration, Eskom has not been awarding
any of the renewable energy projects and the mining houses have been trying
to manage very volatile commodity prices. The impact on us has been severe,
as these businesses and the mining houses represent our key clients.
As the government elections were only completed in the second quarter of
2019, project awards remained particularly slow during the period under
review.
The inconsistent project award and workflow makes planning difficult. To
address this, we are investigating possible diversification into other segments
of railways, such as signalling and permanent-ways*.
* Pairs of rails typically laid on the sleepers embedded in ballast

FINANCIAL STRAIN, INCLUDING PRESSURE ON WORKING
CAPITAL, CASH FLOW AND PROFITABILITY
A provision of R86 million was made during the six months to February 2019
against two contracts in which there are ongoing legal disputes, resulting in the
business reporting a loss for the period. The business continues to pursue
these claims with internal and legal counsel assistance. If we are successful,
this would significantly enhance earnings and cash flow in the period in which
they are awarded.
We have also experienced much longer payment cycles from clients, which
have impacted our cash flow and required us to be very diligent in the
management of credit risk and commercial contractual terms.
Our banking partner has reduced our overdraft facility due to a reluctance to
continue supporting the construction industry and Tractionel. This has put
strain on our liquidity profile due to the aggressive nature of the repayment
expectations. However, the overdraft is expected to be extinguished by
September 2020, as the liquidity profile is anticipated to stabilise and the
company security issued over the debt is released.

OUTLOOK

There is pressure on the South African
government to address the ailing rail
infrastructure. In addition, the demise
of various competitors in the market
creates renewed opportunities for us.
This, coupled with the internal
repositioning of the business through
rightsizing and alignment with other
group companies for strategic
opportunities, should enable the
business to improve its profitability.

We are currently investigating the best
way to diversify our business offerings.
As this business is currently only
South African-focused, geographic
diversification is also a longer-term
strategy.
Lastly, we will remain focused on
successfully concluding the litigation,
as mentioned under our key issues, as
this will materially enhance our
profitability and cash flow.

Key projects identified by the appointed
PRASA business administrator in a
recent press briefing have been
included in our business pipeline and
we remain positive on these prospects.
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Assurance
The group and businesses are assured on a number of aspects by external assurance providers. This table outlines some of the
more material assurance areas.

BUSINESS PROCESS

ASSURANCE OR VERIFICATION PROVIDED

ASSURANCE PARTNER

Fair presentation of financial results

PwC

Fair presentation of tax submissions

KPMG

Ethics

To assure behaviour is ethical, fair and
responsible

Tip-Off, supported by Deloitte

Health and safety

Integrated health, safety and education

ASPASA*

Adherence to OSH Act and Mine Health &
Safety Act

CORPRISM South Africa

Compliance with ISO 45001 within the
workplace

ISOQAR Ltd

Quality

Compliance with ISO 9001:2015

Bureau Veritas South Africa

Environment

Environmental rehabilitation audit

PwC

Environmental compliance with
ISO 14001

Bureau Veritas South Africa

Financial

Empowerment

ISOQAR Ltd

Adherence to OSH Act and Mine Health &
Safety Act

CORPRISM South Africa

B-BBEE verification

The Legal Verification Team
Siyandisa Verification Solutions

* The Aggregate and Sand Producers Association of Southern Africa
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Governance review
During the period, we reconstituted the board of directors and placed significant focus on improving
financial controls, systems and processes, as well as implementing a culture of accountability.
INTRODUCTION
The board endorses the King IV Report on Governance
for South Africa 2016 (King IV) and recognises the need
to conduct its business with integrity and in accordance
with generally accepted corporate practices.
As outlined in the chairman’s letter to stakeholders, the
reconstituted board worked closely with management to
improve processes and controls, successfully reached

BOARD MEMBERS
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terms with key lenders on the restructuring of financial debt,
initiated a turnaround programme for CONCO, and
strengthened the management team.
As the group changed its year-end from August to December
this year to align the company’s financial reporting
periods with those of its major shareholder Fairfax Africa,
the governance review covers a 16-month period from
1 September 2018 to 31 December 2019.

Between 1 September 2018
and 31 August 2019

Between 1 September 2019
and 31 December 2019

Frank Boner

Outgoing independent non-executive
chairman

Resigned
28 January 2019

–

Michael Wilkerson

Non-executive chairman

Appointed
28 January 2019

Serving

Kofi Bucknor

Independent non-executive director

Serving

Serving

Alex Darko

Independent non-executive director

Resigned
28 January 2019

–

Anthony Dixon

Independent non-executive director

Resigned
28 January 2019

–

Kalu Ojah

Independent non-executive director

Resigned
28 January 2019

–

John Beck

Independent non-executive director

Appointed
28 January 2019

Serving

Cindy Hess

Independent non-executive director

Appointed
28 January 2019

Resigned
15 November 2019

Roger Hogarth

Lead independent non-executive
director

Appointed
1 August 2018

Serving

Trent Hudson

Non-executive director

Appointed
1 August 2018

Serving

Kevin Kariuki

Independent non-executive director

Serving

Serving

Ahmad Mazhar

Non-executive director

Appointed
28 January 2019

Serving

Quinn McLean

Non-executive director

Appointed
28 January 2019

Serving

Sean Melnick

Non-executive director

Appointed
28 January 2019

Serving

Judy Nwokedi

Independent non-executive director

Serving

Serving

Raoul Gamsu

CEO

Serving

Serving

Ivor Klitzner

Outgoing CFO

Resigned
6 November 2018

–

Sean Jelley

Interim CFO

Appointed
7 November 2018
Resigned
1 April 2019

–

Cristina Teixeira

CFO

Appointed
2 April 2019

Serving

GOVERNANCE STRUCTURE
The board functioned with four committees until 31 January 2019. Following an assessment of the group’s immediate
requirements, the reconstituted board created an additional committee, the investment committee. This increased the current
board committees to five.

COMMITTEES UNTIL 31 JANUARY 2019
Main board

Audit and risk

Remuneration

Nomination

Social and ethics

CURRENT COMMITTEES
Main board

Audit and risk

Remuneration

THE BOARD
The board has a board charter in place
which is subject to the provisions of
the Companies Act 71 of 2008 (as
amended) (the Companies Act), the
memorandum of incorporation (MoI),
the principles of King IV and any other
relevant statutory or regulatory
provisions.
The reconstituted board at
31 December 2019 comprised
12 directors, which included five
non-executive directors, five
independent non-executive directors
and two executive directors.
The board is responsible for ensuring
that the company complies with all its
statutory obligations specified in the
memorandum of incorporation of the
company, the Companies Act, the
JSE Listings Requirements and other
regulatory requirements. A key focus
for the board was ensuring the integrity
of its financial reporting, together with

Nomination

Social and ethics

timely and transparent disclosure to
shareholders.
The board remains cognisant that
delegating authority to committees or
management does not in any way
impact or dissipate the discharge by
the board and its members of its duties
and responsibilities. The board also
ensures that the positions of the CEO
and board chairman are separate,
with a clearly-defined division of
responsibilities in both offices to
ensure a balance of authority and
power. The chairman does not interfere
in the day-to day running of the
business, but has access to weekly
updated and routine group information,
including internal reports, to enable
him to remain up to date with the
operations of the group and industry.

Investment

Directors are appointed by the board in
a formal and transparent manner.
Board appointments are ratified by
shareholders at the group’s AGM.

Independence of directors
Five of the ten non-executive directors
are classified as independent in terms
of King IV and the JSE Listings
Requirements. As the chairman
represents the group’s main
shareholder and is therefore not
independent, the board appointed a
lead independent non-executive
director.

Board practices
The board takes overall responsibility
for directing the company and the
achievement of its strategic objectives,
vision and mission.

The board has a minimum of four
scheduled meetings per financial year,
excluding any ad hoc meetings held to
consider special business.
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Governance review continued

The role and responsibilities of the board, as defined in the board charter, include:
• Acting as the focal point and custodian of corporate governance in the company
• Providing strategic direction to the company
• Determining the company’s purpose, values and stakeholders relevant to its business, and the development of
strategies combining all three elements
• Ensuring that procedures are in place to monitor and evaluate the implementation of its strategies, policies,
business plans, senior management performance criteria and corporate governance processes
• The review and approval of financial objectives, plans and actions of the company (including significant capital
allocations and expenditure)
• Demonstrating ethical and effective leadership, integrity and judgement, based on fairness, accountability,
responsibility and transparency
• Appointment of the CEO and ensuring that a succession plan is in place
• Ensuring that the company complies with all relevant laws, regulations and codes of best business practice,
and that it communicates with its shareholders and relevant stakeholders (internal and external) openly and
promptly, with substance prevailing over form
• Regularly reviewing processes and procedures to ensure the effectiveness of the company’s internal systems
of control, so that its decision-making capability and the accuracy of its reporting are maintained at a high
level at all times
• Definition of levels of materiality, reserving specific powers to itself and delegating other matters, with the
necessary written authority, to management
• Having unrestricted access to all company information, records, documents and property
• Ensuring that a corporate code of conduct is in place
• Ensuring that the company remunerates fairly, responsibly and transparently so as to promote the
achievement of strategic objectives and positive outcomes in the short-, medium- and long-term
• Having an agreed procedure to enable directors to take independent professional advice at the company’s expense
• Identification of key risk areas and key performance indicators, which should be regularly monitored, with
particular attention given to information technology (IT) and internal controls (including internal audit matters)
• Ensuring that an IT governance strategy is formulated and implemented
• Recording the facts and assumptions on which the board relies to conclude that the business will continue as
a going concern in the financial year ahead or why it will not, and in that case, the steps the board will take
• The establishment of sub-committees to facilitate efficient decision-making
• Ensuring that arrangements for delegation within its own structures promote independent judgement and
assist with the balance of power and the effective discharge of its duties

There is a clear division of responsibilities at board level that creates balance of power and authority to prevent any individual
having unfettered powers of decision-making.
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Induction of new directors

Directors’ remuneration

New directors have the benefit of an
induction/orientation programme to
familiarise themselves with the
company and the business environment
and markets in which the company
operates, as well as to introduce them
to senior management of the company.
The new board members met with
senior management following the
reconstitution of the board to gain an
understanding of the businesses of CIG.

The board will determine the level of fees
for non-executive directors in consultation
with the remuneration committee, which
is subject to the approval of shareholders
at the annual general meeting.
Executive directors will receive no fees but
are paid as employees of the company in
accordance with their contracts of
employment with the company.

Proceedings
Meetings and proceedings of the board
will be governed by the company’s MoI.
The quorum for a board meeting will,
subject to anything to the contrary in
the MoI or Companies Act, be a majority
of directors.
No person attending a meeting by
invitation will have a vote at meetings
of the board.
The company secretary will take
minutes of meetings, which are
reviewed and approved by the board.

Committees
The board has constituted five
committees to assist it with meeting its
duties and responsibilities. These
committees operate under written
terms of reference, which are reviewed
annually. The composition of the
committees is reviewed annually, and
the board is satisfied that the
reconstituted committees have the
right mix of skills, knowledge and
experience.

Chairman
The chairman is Michael Wilkerson.
As he was nominated by the group’s
largest shareholder Fairfax Africa, he
is not an independent non-executive
director. The role of the chairman is to
manage and provide leadership to the
board. The chairman is accountable to
the board and acts as a liaison between
the board and management through
the CEO.
The chairman reports back to
shareholders at the group’s AGM.

Directors appointed by the board during
the year are subject to confirmation by
shareholders at the first AGM following
their appointment. Kevin Kariuki,
Roger Hogarth, Trent Hudson and
Quinn McLean retire at the next AGM.
All directors, excluding Kevin Kariuki,
offer themselves for re-election.
Although eligible for re-election,
Kevin will stand down at the next AGM
due to an executive appointment that
could result in a potential conflict.

The chairman’s role is to:
• Ensure the effective functioning
of the board
• Develop and set agendas for
meetings of the board, in
conjunction with the company
secretary
• Chair meetings of the board
• Approve an annual schedule of
the date, time and location of
board and committee meetings

Diversity

• Attend other committees of the
board, where appropriate, and as
determined by the board
• Call special meetings of the
board, where appropriate
• Ensure that directors are
properly informed and that
sufficient information is provided
to enable the directors to
formulate appropriate
judgements and make informed
decisions

The lead independent
non-executive director
As the chairman is not independent, the
group appointed Roger Hogarth as the
lead independent non-executive
director.
His responsibilities are to:
• Lead in the absence of the board
chairman
• Chair discussions and decisionmaking by the board on matters
where the board chairman has a
conflict of interest

The group currently has two female
directors at main board level. All
appointments are made on merit, in
the context of skills, experience,
independence and knowledge that the
board as a whole requires to be effective.
The board has taken note of the
amendments to the JSE Listings
Requirements implemented in 2019 for
the promotion of broader diversity at
board level, and will consider the
implementation of a diversity policy in
the coming year.
The new board includes professionals
with significant business acumen, as
well as a mix of international and local
executives, which allows for cultural
diversity. Our board members’ ages
range from the 30s to the 70s. This
ensures that we are provided with
differing views and varied business
experience.

Self-evaluation
The board’s terms of reference guide
the board to conduct evaluations of the
board and sub-committees. As the new
board has only been in place for a year,
an evaluation will be performed in the
new year.

Appointment and rotation
of directors
No director is appointed for an
indefinite period. At each AGM, at least
one-third, or the closest number to a
third, of the non-executive directors will
retire from office. The non-executive
directors who will retire every year will
be those who have been in office the
longest since their election.
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Governance review continued

BOARD MEMBERS
MICHAEL WILKERSON (50)
(American)
Non-executive chairman
MBA (Harvard), M.A. in International
Relations (Yale), B.S. (Oral Roberts
University)
Appointed: 2019
Michael is the Chief Executive Officer
of Fairfax Africa Holdings Corporation,
a company listed on the Toronto Stock
Exchange and focused on investing in
companies and business opportunities
in Africa. Previously, Michael served
as Global Co-head of the Consumer,
Food and Retail Group and as Managing
Director in the Financial Institutions
Group at Lazard, one of the world’s
pre-eminent financial advisory and
asset management firms. He was also
Managing Director at Citigroup, where
he led the M&A effort in New York.
Michael is Chairman of AFGRI Group
Holdings Limited and is a director of
Atlas Mara Limited. He holds an MBA
from Harvard Business School, an M.A.
in International Relations from Yale
University and a B.S. summa cum laude
from Oral Roberts University.

ROGER HOGARTH (65)
Lead independent non-executive
director
BCom (Wits), CA(SA)
Appointed: 2018
COMMITTEES
Audit and risk (chairman)
Roger was the Chief Financial Officer
of Life Healthcare Group from 2004 to
2013. Prior to that, he spent 24 years
at African Oxygen Limited where his
responsibilities included group finance,
corporate finance and investment and
development.

RAOUL GAMSU (50)
CEO
BAcc, CA(SA)
Appointed: 2007
COMMITTEES
Invitee to audit and risk, social and ethics,
remuneration, investment, fincom (a working group
of the investment committee)
Raoul was responsible for leading
the consortium which created and
subsequently listed CIG. Prior to this,
Raoul worked in various corporate
roles with Bidvest, Rebhold, Rebserve
and Mvelaphanda, culminating in his
appointment as the Chief Operating
Officer at Rebserve and Mvelaphanda.

CRISTINA TEIXEIRA (46)
CFO
BCom, BCompt (Hons), AMP (Insead),
CA(SA)
Appointed: 2019
COMMITTEES
Invitee to audit and risk, social and ethics,
investment, fincom (a working group of the
investment committee)
Cristina has over 20 years’ experience
in financial management and
reporting, with the last 11 years as
Chief Financial Officer of a JSE-listed
infrastructure and construction
company with operations in multiple
countries in Africa, the Middle East
and Eastern Europe. She has extensive
experience in finance, risk, governance,
stakeholder management and business
restructuring.
She was voted Businesswoman of the
Year: Corporate Category in 2013.

JOHN BECK (78)
(Canadian)
Independent non-executive director
Civil Engineering (McGill University)
Fellow of the Canadian Academy of
Engineering
Appointed: 2019
COMMITTEES
Remuneration (chairman), nomination (chairman),
investment
John is founder and Chairman of
Aecon Group Inc., Canada’s premier
construction and infrastructure
development company, which is listed
on the Toronto Stock Exchange. A
graduate in Civil Engineering from
McGill University and a Fellow of the
Canadian Academy of Engineering, John
has more than 50 years’ experience
in the construction industry. He is
currently a director of the Royal
Conservatory of Music, a member of the
Advisory Council of the School of Public
Policy at the University of Calgary and
a member of the Business Council of
Canada.

KOFI BUCKNOR (64)
(Ghanaian)
Independent non-executive director
BSc (Bus Admin), MBA (Finance)
Appointed: 2012
COMMITTEES
Remuneration, nomination, investment
Kofi is the former Managing Partner
of Kingdom Africa Management,
an African private equity fund
management company and was an
executive director at Lehman Brothers
in London. His previous directorships
were held at Asset Resource
Management (ARM) in Nigeria, Ashanti
Goldfields Corporation and Ecobank
Transnational Corporation. He was
also the chairman at Baker Hughes in
Ghana.
His current directorships include
the Bank of Ghana, Newmont Mining
Corporation in the USA and Saham
Assurances in Morocco.
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TRENT HUDSON (38)
(American)

AHMAD MAZHAR (36)
(Pakistani)

SEAN MELNICK (50)
(British)

Non-executive director
BEng, BSc Mechanical Engineering
(Harvard)
Appointed: 2018

Non-executive director
BSc Electrical Engineering (Georgia
Institute of Technology), MBA (Wharton
School, University of Pennsylvania)
Appointed: 2019

Non-executive director
BCom (Hons) (University of
Witwatersrand), CA(SA), CFA
Appointed: 2019

COMMITTEES
Remuneration, nomination, investment, fincom (a
working group of the investment committee)
Trent is currently a Managing Director
of Pactorum Limited (Fairfax Africa’s
strategic consultant) in Africa. Prior
to this, he managed a Brazilian real
estate private equity fund acquired by
The Blackstone Group L.P. He has also
worked in the principal investment
group at Bank of America Merrill
Lynch, focusing on Latin America and
the United States, as well as strategic
initiatives in Europe and Asia.

KEVIN KARIUKI (55)
(Kenyan)
Independent non-executive director
PhD, Chartered Electrical Engineer
Fellow of the Institute of Engineering and
Technology
Appointed: 2016
COMMITTEES
Audit and risk, investment
Kevin is a Power Engineer with over
30 years’ post-qualification experience.
He is passionate about the development
of privately-financed infrastructure
and has since led the Industrial
Promotion Services (IPS) since 2002.
He is the Head of Infrastructure and
responsible for the development of
privately-financed infrastructure worth
about US$2 billion. Kevin doubles as
the Power Global Lead for IPS’s parent,
the Aga Khan Fund for Economic
Development.

COMMITTEES
Investment committee (chairman), fincom (a
working group of the investment committee)
Sean is a founder and currently the
non-executive Chairman of Peregrine
Holdings Limited (Peregrine). He holds
a BCom (Hons) from the University of
Witwatersrand and is a qualified CFA
charterholder. The first five years of
Sean’s career were spent in the areas
of asset management at Liberty Asset
Management and derivative structuring
at Investec Bank Limited. In 1996, Sean
co-founded Peregrine and as Chief
Executive Officer led the company to its
successful listing on the JSE in 1998.
Sean has spent over half of the past 20
years in the position of Peregrine Chief
Executive Officer and more recently,
the position of Peregrine Chairman.
Sean, who is based in London, is
also Chairman of Stenham Limited,
Peregrine’s international subsidiary.

COMMITTEES
Social and ethics, investment, fincom (a working
group of the investment committee)
Ahmad is a Managing Director of
Fairfax Africa Holdings Corporation.
Prior to this, he was the Head of the
Abraaj Group’s Southern African
investment team. Ahmad has over
13 years’ of investment experience
and has been deeply involved in
numerous transactions in oil and gas
services, education, food and beverage,
healthcare, aviation, petrochemical,
financial services and agriculture.
He serves as a director at Philafrica
Foods Proprietary Limited and has
previously served as a director of
Libstar Holdings Limited, Joint Medical
Holdings, Nova Pioneer, AFGRI Group
Holdings and The Abraaj Group in South
Africa. Ahmad graduated with a BSc in
Electrical Engineering from the Georgia
Institute of Technology and an MBA
from the Wharton School, University
of Pennsylvania.

JUDY NWOKEDI (61)

QUINN MCLEAN (40)
(Canadian)

Independent non-executive director
BSocSc
Appointed: 2012

Non-executive director
BA Acc, MBA (University of Toronto), CFA,
CPA
Appointed: 2019
Quinn has over 13 years’ experience
in investment markets and currently
manages the investment float for
Fairfax Financial Holdings Limited in
the Middle East and Africa. Quinn is a
member of the investment committee
of Hambin Watsa Investment Counsel
and is on the board of Fairfax Africa
Holdings, Gulf Insurance Group
(Kuwait), AFGRI Group Holdings (South
Africa) and FamersEdge (Canada).
Quinn has a BA (Accounting) and
MBA from the University of Toronto.
He is a qualified CFA charterholder, a
Chartered Accountant and a Chartered
Professional Accountant.

COMMITTEES
Social and ethics (chairman), audit and risk
Judy has a distinguished career in
business and community development.
She served as Managing Director of
the SABC from 2001 to 2005 and has
worked as an executive at Motorola and
AREVA in sub-Saharan Africa. She is
currently the Chief Operating Officer at
the integrated tourism entity, Tourvest.
She is the current Chairman of Nkosi’s
Haven and the AIDS Consortium, as well
as the elected Secretary General of the
Black Business Council.
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Meeting attendance
As the group reports on two year-ends, the attendance of the board members between 1 September 2018 to 31 August 2019 and
the members from 1 September to 31 December 2019 is outlined below.
As indicated earlier in this review, the board was reconstituted with the majority of current members joining the board in
January 2019. The group’s new CFO joined CIG and the board in April 2019.

1 September 2018 – 31 August 2019
05.11.18

19.11.18

14.12.19

27.03.19

29.05.19

03.06.19

27.06.19

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
na
na
na
na
na
na
na
na

ü
ü
ü
ü
ü
ü
ü
ü
A
ü
ü
na
na
na
na
na
na
na

ü
ü
ü
ü
A
ü
ü
ü
ü
ü
ü
na
na
na
na
na
na
na

R
R
R
ü
ü
ü
R
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
i

R
R
R
ü
ü
ü
R
ü
ü
ü
R
ü
ü
ü
ü
ü
ü
ü

R
R
R
ü
ü
ü
R
ü
ü
ü
R
ü
A
ü
ü
ü
ü
ü

R
R
R
ü
ü
ü
R
ü
ü
ü
R
ü
ü
ü
ü
ü
ü
ü

21.11.19

29.11.19

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

Frank Boner (outgoing chairman)
Alex Darko
Anthony Dixon
Roger Hogarth
Kevin Kariuki
Judy Nwokedi
Kalu Ojah
Trent Hudson
Kofi Bucknor
Raoul Gamsu
Sean Jelly
Michael Wilkerson (incoming chairman)
John Beck
Cindy Hess
Quinn McLean
Sean Melnick
Ahmad Mazhar
Cristina Teixeira

1 September 2019 – 31 December 2019
Michael Wilkerson (chairman)
Roger Hogarth
John Beck
Kofi Bucknor
Trent Hudson
Kevin Kariuki
Ahmad Mazhar
Quinn McLean
Sean Melnick
Judy Nwokedi
Cristina Teixeira

KEY
present
apologies
absent
not applicable as director
had resigned and was no
longer serving on the board
na not applicable as before
appointment as a director
i attended as an invitee
ü
A
X
R

COMPANY SECRETARY
The company secretarial function is outsourced to CIS Company Secretaries Proprietary Limited. The board is satisfied that the
representative, Gillian Prestwich, is suitably qualified and independent and maintains an arm’s length relationship with the board
at all times.
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BOARD COMMITTEES

AUDIT AND RISK COMMITTEE

The audit and risk committee
(the committee) is constituted
as a statutory committee
of the company in terms
of section 94(7) of the
Companies Act, 2008; and
a committee of the board
of directors of the company
(the board) in respect of all
other duties assigned to it by
the board.
Composition
The committee comprises at least
three members to be elected
annually by the shareholders on
recommendation by the
nomination committee, and
approved by the board. The
committee is chaired by an
independent non-executive
director, Roger Hogarth. The
members of the committee are
independent non-executive
directors Kevin Kariuki and
Judy Nwokedi.
All members of the committee are
experienced independent nonexecutive directors. They meet the
criteria of collectively having
sufficient qualifications and
experience to fulfil their duties.
The committee holds sufficient
scheduled meetings to discharge
its duties as set out in our terms of
reference. The minimum required
meetings are three.

Responsibilities
Audit responsibilities
• Oversee the integrated reporting, review the annual financial statements, interim
reports, preliminary or provisional results announcements, summarised
integrated information, any other intended release of price-sensitive information
and prospectuses, trading statements and similar documents
• Comment in the annual financial statements on the financial statements, the
accounting practices and the effectiveness of the internal financial controls
• Recommend the integrated annual report for approval by the board
• Ensure that a combined assurance model is applied to provide a coordinated
approach to all assurance activities
• Confirm the suitability of the expertise and experience of the financial director
every year
• Oversee internal and external audit and recommend the appointment of the
external auditor and oversee the external audit process
• Ensure the development and an annual review of a policy and plan for the
management of IT governance
Risk responsibilities
• Oversee the development and annual review of a policy and plan for risk
management to recommend for approval to the board
• Monitor implementation of the policy and plan and make recommendations to the
board concerning the levels of tolerance and appetite and monitoring that risks are
managed within the levels of tolerance and appetite, as approved by the board
• Ensure that frameworks and methodologies are implemented to increase the
possibility of anticipating unpredictable risks
• Ensure that management considers and implements appropriate risk responses
• Express the committee’s formal opinion to the board on the effectiveness of the
system and process of risk management
• Ensure that risk are included in the integrated annual report in a timely,
comprehensive and relevant format

Meeting and procedures
The committee has to meet with the internal and external auditors at least once a
year without management being present. The chairman of the committee may meet
with the chief executive officer, chief financial officer, chief risk officer and/or
company secretary prior to a committee meeting to discuss important issues and
agree on the agenda.
The chief executive officer, chief financial officer and representatives from the
external auditors, other assurance providers, professional advisors and board
members may be in attendance at committee meetings, but by invitation only and
they may not vote.
A detailed agenda, together with supporting documentation, must be circulated at
least three business days prior to each meeting to the members of the committee
and other invitees.
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Attendance
1 September 2018 – 31 August 2019
Anthony Dixon (outgoing chairman)
Alex Darko
Roger Hogarth (incoming chairman)
Cindy Hess
Kevin Kariuki
Raoul Gamsu
Frank Boner
Ivor Klitzner
Sean Jelley
Cristina Teixeira
Trent Hudson
Ahmad Mazhar

03.09.18

19.11.18

20.02.19

27.03.19

29.05.19

27.06.19

18.07.19

ü
ü
ü
na
na
i
i
i
na
na
na
na

ü
ü
ü
na
na
i
A
R
i
na
na
na

R
R
ü
ü
ü
na
R
R
i
na
i
na

R
R
ü
ü
ü
i
R
R
i
i
i
i

R
R
ü
ü
ü
i
R
R
R
i
i
na

R
R
ü
ü
ü
i
R
R
R
i
i
na

R
R
ü
ü
ü
na
R
R
R
i
i
na

1 September 2019 – 31 December 2019
Roger Hogarth (chairman)
Kevin Kariuki
Cindy Hess
Judy Nwokedi
Cristina Teixeira
Raoul Gamsu
Trent Hudson
Ahmad Mazhar
Michael Wilkerson
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14.11.19

21.11.19

29.11.19

ü
ü
ü
na
i
na
na
i
na

ü
ü
R
A
i
na
i
na
i

ü
ü
R
A
i
i
i
i
na

KEY
present
apologies
absent
not applicable as director
had resigned and was no
longer serving on the board
na not applicable as before
appointment as a director
or was an invitee that did
not attend meeting
i attended as an invitee
ü
A
X
R

REMUNERATION COMMITTEE
Composition
In line with the committee’s terms
of reference, the committee
consists of three members, with
two being independent nonexecutive directors. The chairman
is independent non-executive
director John Beck, with
independent non-executive
director Kofi Bucknor and
non-executive director
Trent Hudson as members.
The following persons attend
committee meetings by invitation:
• The CEO
• Any other persons, as
determined by the chairperson
required to attend a specific
meeting (or part thereof) to
report on any particular matter/
issue

Responsibilities
• Determine and agree the remuneration framework and broad policy, as well as
the total remuneration of the CEO, the executive directors and other relevant
members of the executive management team
• Set appropriate remuneration levels to attract, retain and motivate the calibre of
directors and executives required to run the company successfully
• Determine targets for any performance-related pay schemes operated by the
company and requesting the board, when required, to seek shareholder approval
for any long-term incentive arrangements
• Review the performance of the CEO and executive directors, as well as ensure
that acceptable performance assessment processes are implemented, including
identification of key performance areas and setting performance requirements in
respect thereof
• Determine service agreements for the CEO and the executive directors,
termination payments and compensation commitments
• Review appropriate market information regarding remuneration-related matters
• Oversee any major changes in employee benefit structures throughout the
company
• Produce a remuneration report for inclusion in the company’s integrated annual
report
• Make recommendations to the board on the fees of the chairman and the
non-executive directors, for subsequent approval by the company’s shareholders
at the annual general meeting

Meeting and procedures
The committee meets at least twice per annum. No person attending a meeting by
invitation will have a vote at meetings of the committee.
The committee may obtain external or other independent professional advice, as it
may consider necessary, to ensure the effective execution of its functions and
duties.

Attendance
1 September 2018 – 31 August 2019
Alex Darko (outgoing chairman)
Frank Boner
Anthony Dixon
Raoul Gamsu
John Beck (incoming chairman)
Kofi Bucknor
Trent Hudson

05.12.18

07.12.18

27.03.19

ü

ü

ü

ü

ü

ü

i
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na
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1 September 2019 – 31 December 2019
21.11.19
John Beck (chairman)
Kofi Bucknor
Trent Hudson
Raoul Gamsu

ü

KEY

ü

ü present
R not applicable as director had
resigned and was no longer serving
on the board
na not applicable as before appointment
as a director or was an invitee that
did not attend meeting
i invitee

ü

i

CIG INTEGRATED ANNUAL REPORT 2019

93

Governance review continued

NOMINATION COMMITTEE
Composition
In line with the committee’s
terms of reference, the
committee consists of two
members who are independent
non-executive directors of the
company. The chairman is
John Beck, with independent
non-executive director Kofi
Bucknor and non-executive
director Trent Hudson being
members.
The following people may
attend committee meetings as
invitees:
• The CEO
• Any other persons, as
determined by the
chairman required to attend
a specific meeting (or part
thereof) to report on any
particular matter/issue

Responsibilities
• Identify, evaluate, recommend and approve appointees to the board and board
committees
• Consider and make recommendations on a periodic basis regarding the
composition and membership of the board, the requirements of the board and
any perceived gaps in the composition of the board
• Conduct annual evaluations of the effectiveness and performance of the board as
a whole and the contribution of each non-executive director
• Review the board’s training, development and orientation needs. This includes
induction programmes for new directors, training and development needs arising
from the annual director/board performance evaluation process and the annual
board training/workshop programme
• Review succession in respect of the CEO and executive directors

Meeting and procedures
The group’s terms guide that this committee should meet twice a year. No person
attending a meeting by invitation will have a vote at meetings of the committee.
The committee is authorised to seek independent professional advice, as it may
consider necessary, at the company’s expense.

Attendance
1 September 2018 – 31 August 2019
Frank Boner (outgoing chairman)
Alex Darko
Anthony Dixon
Raoul Gamsu
John Beck (incoming chairman)
Kofi Bucknor
Trent Hudson

1 September 2019 – 31 December 2019
There were no meetings during the last four
months of the year, as the board was reconstituted in the 2019 year. The committee
remained focused on delivering on its duties in
terms of composition, evaluation, support and
succession of the board.
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15.01.19
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KEY
ü present
R not applicable as director
had resigned and was no
longer serving on the board
na not applicable as before
appointment as a director
or was an invitee that did
not attend meeting
i invitee

SOCIAL AND ETHICS COMMITTEE
Composition
The chairperson is independent
non-executive director
Judy Nwokedi, with Kevin Kariuki
as an independent non-executive
member and Ahmad Mazhar a
non-executive member. The CEO
and CFO attend by invitation.

Responsibilities
• Monitor the company’s activities, having regard to relevant legislation, codes of
best practice, and with regard to matters relating to social and economic
development, including the company’s standing in terms of the goals and
purposes of:
–– The ten principles set out in the United Nations Global Compact Principles
–– The OECD recommendations regarding corruption
• Monitor the company’s adherence to legislation
• Good corporate citizenship, including:
–– The promotion of equality, prevention of unfair discrimination, and reduction
of corruption
–– Contributing to the development of the communities in which the company’s
activities are predominantly conducted, or within which its products or
services are predominantly marketed
–– Maintaining a record of sponsorship, donations and charitable giving
–– The environment, health and public safety, including the impact of the
company’s activities and of its products or services
–– Consumer relationships, including the company’s advertising and public
relations and compliance with consumer protection laws
• Labour and employment, including:
–– The company’s standing in terms of the International Labour Organisation
Protocol on decent work and working conditions
–– The company’s employment relationships and its contribution towards the
educational development of its employees
• Monitor the company’s efforts and activities in respect of the exercise of ethical
and effective leadership by the board
• Instil an ethical culture in the company, including the incorporation of ethics into
the operations of the business systems, procedures and practices
• Report, through one of its members, to the shareholders at the company’s annual
general meeting on the matters within its mandate

Meeting and procedures
In line with the committee’s terms of reference, meetings must be held twice a year.
The committee is authorised to seek independent professional advice, as it may
consider necessary, at the company’s expense.

Attendance
1 September 2018 –
31 August 2019

1 September 2019 –
31 December 2019
27.03.19

Judy Nwokedi (chairman)
Cindy Hess
Kevin Kariuki
Ahmad Mazhar
Raoul Gamsu
Cristina Teixeira

ü
ü
ü
ü

i
i

20.11.19
Judy Nwokedi (chairman)
Kevin Kariuki
Ahmad Mazhar
Raoul Gamsu
Cristina Teixeira

ü
ü

A
i
i

KEY
ü present
A apologies
i invitee

CIG INTEGRATED ANNUAL REPORT 2019

95

Governance review continued
SOCIAL AND ETHICS COMMITTEE REPORT

I HAVE PLEASURE IN SUBMITTING OUR SOCIAL AND ETHICS COMMITTEE REPORT
FOR THE 16 MONTHS TO 31 DECEMBER 2019.

HIGHLIGHTS
• The reporting structures in the clusters were revised to improve reporting
on aspects such as equality metrics, health and safety, human capital,
broad-based black economic empowerment (B-BBEE), social and
community matters and fraud

The social and ethics committee acts
as the custodian and coordinator of
activities and initiatives leading to the
creation and maintenance of an ethical
culture in the company and to ensure
CIG acts as a good corporate citizen.
During the period, as a reconstituted
board and strengthened management
teams, we focused on addressing the
culture of the group to ensure a focus
on performance and to address the
poor management of policies and
procedures.

• Ethics officers were appointed throughout the group to advance the
objectives of the committee
• The terms of reference of the committee were approved
• The B-BBEE status for each cluster was reviewed
• Group policies were reviewed

Focus areas during the period:
During the period, we focused on delivering against our areas of responsibility from our terms of reference.

RESPONSIBILITIES

DELIVERY

Monitor the company’s activities, having regard to relevant
legislation, codes of best practice, and with regard to matters
relating to social and economic development, including the
company’s standing in terms of the goals and purposes of:
• The ten principles set out in the United Nations Global Compact
Principles
• The OECD recommendations regarding corruption

The group has a code of conduct
in place and each business
proactively manages ethics.

Monitor the company’s adherence to legislation

A key historic weakness at group
and cluster level has been the
inadequate management of legal
and commercial matters and
reliance on external counsels.

PAGE
REFERENCES
Refer to
pages 40 to 79

Refer to
page 39

To address this, we appointed an
internal senior group legal
counsel in January 2020 with
extensive experience in financial
and commercial legal issues.
Good corporate citizenship, including:
• The promotion of equality, prevention of unfair discrimination,
and elimination of corruption
• Contributing to the development of the communities in which the
company’s activities are predominantly conducted, or within
which its products or services are predominantly marketed
• Maintaining a record of sponsorship, donations and charitable giving
• The environment, health and public safety, including the impact
of the company’s activities and of its products or services
• Consumer relationships, including the company’s advertising and
public relations and compliance with consumer protection laws
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Each cluster has formal policies
in terms of equality and
addressing corruption, as well as
managing customer relationships
and the environment.
We also contribute to our
communities and have formal
socio-economic development
programmes.

Refer to
pages 18 to 19
and 40 to 79

RESPONSIBILITIES

DELIVERY

Labour and employment, including:
• The company’s standing in terms of the International Labour
Organisation Protocol on decent work and working conditions
• The company’s employment relationships and its contribution
towards the educational development of its employees

Each cluster has employee and
labour policies and practices in
place to ensure we act
responsibly as a corporate
citizen.

Monitor the company’s efforts and activities in respect of the
exercise of ethical and effective leadership by the board.

The board and each committee
have formal terms of reference in
place to ensure effective
leadership. In the coming year,
formal evaluations will be
conducted after the board’s first
year.

Instil an ethical culture in the company, including the incorporation
of ethics into the operations of the business systems, procedures
and practices.

The group has a code of conduct
in place and each business
proactively manages ethics.

Report, through one of its members, to the shareholders at the
company’s annual general meeting on the matters within its
mandate.

The chairperson reports back at
the group’s AGM.

PAGE
REFERENCES
Refer to
pages 40 to 79

Refer to
pages 86 to 98

Refer to
pages 40 to 79

Refer to
page 87

LOOKING FORWARD
The group still has a lot of work to do to enhance its social and ethics initiatives. I am confident that the changes we started to
make this year have strengthened how we manage difficult issues in the group.
Unfortunately, restructuring affects people, which is never easy to manage. We have attempted to act fairly in terms of our social
responsibilities as a management team and a corporate in South Africa.
As a board, we have taken note of the amendments to the JSE Listings Requirements implemented in 2019 for the promotion of
broader diversity at board level, and will consider the implementation of a diversity policy in the coming year.
I look forward to working with the rest of the board and my committee members to continue instilling a culture of corporate
responsibility at CIG.
Judy Nwokedi
Chairman
Social and ethics committee
20 February 2020
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Governance review continued

INVESTMENT COMMITTEE

This committee was
created in January 2019.
The board has delegated
the responsibility for the
assessment of group
investment opportunities
and capital allocation
decisions to this
committee. It does not
assume the functions
of management, which
remain the responsibility
of executive directors,
prescribed officers and
other members of senior
management, nor does it
assume accountability of
the functions performed
by other committees of
the board.
Composition
In line with the committee’s
terms of reference, the
committee comprises nonexecutive Sean Melnick as
chairman and independent
non-executive directors
John Beck, Kofi Bucknor and
Kevin Kariuki, as well as
non-executive directors
Ahmad Mazhar and Trent
Hudson as members. The CEO,
CFO, and non-executive director
Quinn McLean are invitees.

Responsibilities
• Review new capital allocation decisions
• Review potential investments to decide whether to reject, approve or recommend
them
• Review of existing investments, including evaluating the performance of the
investment since the time the company made the investment, the total realised
proceeds from the investment, an assessment of the current value of the
investment and a summary of the key earnings and value drivers of the
investment

Meeting and procedures
Although the committee’s terms of reference do not prescribe a minimum number
of meetings, meetings are scheduled based on business requirements. The
committee is authorised to seek independent professional advice, as it may consider
necessary, at the company’s expense.

Attendance
1 September 2018 – 31 August 2019
Sean Melnick (chairman)
Trent Hudson
Kevin Kariuki
Ahmad Mazhar
Kofi Bucknor
John Beck
Raoul Gamsu
Quinn McLean
Sean Jelley
Cristina Teixeira

1 September 2019 – 31 December 2019
No meetings were held in the period
1 September 2019 to 31 December 2019.

26.03.19

26.06.19
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i

KEY
ü present
A apologies
na not applicable as before
appointment as a director
or was an invitee that did
not attend meeting
i invitee

Fincom, a working group of the investment committee, meets weekly and consists of non-executive Sean Melnick as
chairman, as well as non-executive directors Ahmad Mazhar and Trent Hudson as members. The CEO and CFO attend
as invitees.
This working committee monitors business-critical matters, such as the turnaround actions across the group and
CONCO and progress made on the debt restructuring. This committee provides feedback to the investment committee
and the board.
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INTERNAL CONTROL SYSTEMS

CONFLICTS OF INTEREST

We have implemented systems of
internal control which are designed to
detect and minimise the risk of fraud,
potential liability, loss and material
misstatement. These systems also
provide reasonable, but not absolute,
assurance regarding compliance with
statutory laws and regulations and
the maintenance of formal
accounting records.

We are committed to the highest standards of ethical, moral and legal business
conduct. A conflict of interest policy is in place.

The purpose of the systems of internal
control is to maintain a sound system
of risk management and to sustain an
effective internal control environment,
ensuring that the financial statements
are honest and reliable, as well as to
safeguard the group’s assets.
Internal audit provides the board with
assurance on the group’s systems of
internal control. During the period, this
assurance was delivered by an
outsourced internal auditing firm.
Management and the internal audit
function are responsible for assessing
the adequacy of the control
environment of the group entities. The
audit committee has considered the
results of the internal audit reports and
places reliance on the systems of
internal control based upon the results
of these reviews.
CONCO did not undergo a traditional
internal audit assessment due to the
specific weaknesses in controls
identified during the period, as well as
the restructuring of the business and
the new management in place.
However, as outlined on page 34, a
business intervention called Project
Visibility was implemented to ensure
improved effectiveness and addressing
the financial controls in a number of
areas. These have included actions to
address financial reporting, governance
internal controls and project
management.

RISK MANAGEMENT
The group’s risk management systems
are currently being improved. Refer to
page 39.

DEALING IN SECURITIES
We follow the JSE Limited’s requirements of prohibiting dealing in securities by
directors, officers and other selected employees for a designated period preceding
the announcement of our financial results or in any other period considered sensitive.
The closed financial period starts at the interim and year-end period ends and is
completed upon publication of results on SENS. The policy on dealing in securities is
circulated prior to a closed period to remind the affected persons.

ASSURANCE OF INDEPENDENCE
We have a combined assurance philosophy framework which coordinates the
efforts of management, internal assurance providers and external assurance
providers in a manner that ensures collaboration and assists in providing a profile
of the risks.

1st

2nd
LINE OF
DEFENCE

LINE OF
DEFENCE

LINE OF
DEFENCE

management

external
assurance
providers

internal
and external
audit

oversight bodies
(the board and
sub-committees)

LINE OF
DEFENCE

3rd

4th

KEY FOCUS AREAS FOR 2020
Continue to enhance internal control assurance practices
Implement a group-wide risk management practice to address defects in the
historic system
Ongoing improvement in compliance with King IV
Non-executive director and board and committee evaluation
Implementation of a policy on gender and diversification
Implementation of a group IT steering committee, with the CFO as the chairman
reporting to the audit and risk committee

CIG INTEGRATED ANNUAL REPORT 2019

99

King IV application
The table was prepared in terms of the JSE Listings Requirements and sets out the application of the
17 corporate governance principles by CIG, as recommended by King IV. The positions disclosed reflect an
assessment of the group’s performance on the principles. This document is supplemented by governancerelated disclosures in the rest of the integrated annual report and annual financial statements. It should
therefore not be read in isolation, as the aim was not to duplicate information.
King IV principles

Application of principles

1 Ethical and effective leadership
The governing body should lead
ethically and effectively.

The board and group have a code of ethics in place. Disclosure of interests is a standard
agenda item at board and committee meetings and there is ongoing disclosure of
interests by directors, as required.
The group has an anonymous whistleblowing line in place. This is regularly used, with
reports sent to the audit and risk committee chairman, the CFO and internal audit. The
complaints are addressed proactively and discussed as a standard agenda item at audit
and risk committee meetings.

2 Organisational ethics
The members of the board are held accountable for ethical decision-making and
The governing body should govern
behaviour.
the ethics of the organisation in a
way that supports the establishment
The board endeavours to ensure that the ethical standards set are integrated and
of an ethical culture.
understood throughout CIG. The social and ethics committee and the audit and risk
committee assist the board with monitoring and reporting on social, ethical and
transformational issues. There is a corporate code of ethics and conduct policy in place
which applies to all employees.
The different clusters have whistleblowing facilities for the reporting and investigation of
breaches in the ethical and compliance standards. Refer to pages 40 and 79.

3 Corporate citizenship
The board, assisted by the social and ethics committee, provides strategic and ethical
The governing body should ensure
that the organisation is and is seen direction to the group.
to be a responsible corporate citizen.

4 Strategy and performance
The governing body should
appreciate that the organisation’s
core purpose, its risks and
opportunities, strategy, business
model, performance and sustainable
development are all inseparable
elements of the value creation
process.

The board is ultimately responsible for the strategy, growth and performance of the
business.
It works closely with management to interrogate the strategy, risks, business model,
performance and sustainability of the group. This was particularly relevant during the
year, as the board and management worked very closely together to turn the group
around and ensure its sustainability.
The board debates and approves the strategy, as presented by management.
Key risks are regularly monitored.
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King IV principles

Application of principles

5 Access to stakeholders
The governing body should ensure
that reports issued by the
organisation enable stakeholders to
make informed assessments of the
organisation’s performance, and its
short-, medium- and long-term
prospects.

The group communicates on the JSE Limited SENS, as well as through presentations to
stakeholders. During the year, several engagements took place with financial
stakeholders in the group’s aim to secure financial support for CIG’s future.
The board and management also ensure that the integrated annual report provides an
accurate, complete and integrated representation of the group. The audit and risk
committee assists the board by reviewing the integrated annual report to ensure that the
information contained therein is reliable.

6 Primary roles and responsibilities of the governing body
The governing body should serve as
the focal point and custodian of
corporate governance in the
organisation.

The board has a formal charter in place to guide its behaviour as a board.
Refer to page 86.

7 Composition of the governing body
The governing body should comprise The board was reconstituted during the year, with a diverse and business-appropriate
range of skills. Refer to pages 14 to 15 and 88 to 89.
an appropriate balance of
knowledge, skills, experience,
diversity and independence for it to
discharge its governance role and
responsibilities objectively and
effectively.

8 Committees of the governing body
The board has established committees to effectively deal with the matters delegated to
The governing body should ensure
that its arrangements for delegation it. Each committee has formal written terms of reference. Refer to pages 91 to 98.
within its own structures promote
independent judgement, and assist
with balance of power and the
effective discharge of its duties.

9 Evaluation of the performance of the governing body
The governing body should ensure
that the evaluation of its own
performance and that of its
committees, its chairs and its
individual members, support
continued improvement in its
performance and effectiveness.

The various committees are required to review their own performance annually in
accordance with the respective terms of reference and the recommendations of King IV.
As the board has only been in place for a year, the next evaluation will be in the
coming year.
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King IV application continued

King IV principles

Application of principles

10 Appointment of and delegation to management
The governing body should ensure
that the appointment of and
delegation to management
contribute to role clarity and the
effective exercise of authority and
responsibilities.

The board and management work closely together to ensure the effective management
of the group. The CEO is ultimately responsible for the implementation of the strategy
and daily requirements of running the group.

11 Risk governance
The board is ultimately responsible for the governance of risk and has assigned
The governing body should govern
oversight of the group’s risk management function to the audit and risk committee.
risk in a way that supports the
organisation in setting and achieving
its strategic objectives.

12 Technology and information governance
The board is conscious of the importance of the governance and management of
The governing body should govern
technology and information in a way technology and information to the overall operation and success of CIG. This
responsibility has been delegated to the audit and risk committee.
that supports the organisation
setting and achieving its strategic
objectives.

13 Compliance governance
The governing body should govern
compliance with applicable laws and
adopted, non-binding rules, codes
and standards in a way that
supports the organisation being
ethical and a good corporate citizen.

Feedback is provided to the audit and risk committee regarding CIG’s status of
compliance on financial regulations and the social and ethics committee monitors
regulations such as broad-based black economic empowerment and safety, health,
environment and quality.

14 Remuneration governance
The remuneration committee ensures that remuneration packages are market-based,
The governing body should ensure
transparent and based on performance. Refer to pages 110 to 113.
that the organisation remunerates
fairly, responsibly and transparently
so as to promote the achievement of
strategic objectives and positive
outcomes in the short-, mediumand long-term.
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King IV principles

Application of principles

15 Assurance
The governing body should ensure
that assurance services and
functions enable an effective control
environment, and that these support
the integrity of information for
internal decision-making and of the
organisation’s external reports.

The board recognises and assumes overall and ultimate responsibility in relation to
assurance.
To enhance financial reporting and compliance assurance, the group has implemented
new reporting controls. The head of finance of each business submits signed and
confirmed compliance certificates on at least a quarterly basis to the CFO. These
certificates confirm the business’s health relating to adequacy of financial reporting,
transparency, compliance and systems of control. The CFO assesses these compliance
certificates, together with the outcome of other assurance processes. These include
evaluations to establish financial robustness which are conducted by the group CFO at
least quarterly. These independent assessments allow for credible reporting to the
board and audit committee and outline the CFO’s view of the control environment and
the adequacy of financial reporting per business. Refer to page 39.
As outlined, we are currently improving our risk management system and enhancing our
control environment.

16 Stakeholder relationships
In the execution of its governance
role and responsibilities, the
governing body should adopt a
stakeholder inclusive approach that
balances the needs, interests, and
expectations of material
stakeholders in the best interests of
the organisation over time.

During the year, the board and management had to prioritise engagement with financial
stakeholders to ensure the sustainability of the group.
In the coming year, we will focus on enhancing our engagement with other stakeholders.
This year’s integrated annual report is a first step towards enhancing reporting.

17 Responsible investment
CIG is not a financial institution defined in terms of the Financial Services Board Act,
The governing body of an
97 of 1990.
institutional investor organisation
should ensure that responsible
investment is practised by the
organisation to promote the good
governance and the creation of value
by the companies in which it invests.
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Remuneration review
REMUNERATION COMMITTEE CHAIRMAN’S INTRODUCTION

THIS REMUNERATION
REVIEW IS BASED ON
THE PRINCIPLES AND
GUIDANCE OF KING IV
AND THE JSE LISTINGS
REQUIREMENTS.

I am pleased to present my first
remuneration introduction following my
appointment as remuneration
chairman in January 2019.
During my 50 years in business, I have
been involved in a number of
turnarounds and development of
construction-related businesses across
the globe. During my first year on the
CIG board, I have worked closely with
my fellow committee members to
identify the priority actions at CIG.
We faced extremely challenging
conditions, both from a market and
internal perspective. As outlined in the
chairman’s letter to shareholders and
the CEO’s review, the group
experienced a significant weakening in
its financial position, necessitating the
formulation of a new turnaround
strategy for the group.
As a remuneration committee (remco),
we understand that within such a
difficult operating environment, it is
imperative that the group’s remuneration
philosophy, policies and reward
practices support the efforts to retain
the critical talent and skill sets required
for the successful execution of the
business’s turnaround strategy.

During the year, we consulted with an
external remuneration specialist to
review the remuneration policies and
executive remuneration packages of
the CIG group and subsidiaries in line
with current South African best
practice, the level of compliance with
the Companies Act and JSE Listings
Requirements and alignment to King IV.
We are evaluating the optimal structure
to reward employees and senior
management in difficult internal and
external conditions. We are particularly
focusing on improving the alignment
between short-term to long-term
business requirements and our
remuneration to meet these challenges.
As our sector has been under
enormous pressure, our long-term
incentive plan (LTIP) schemes have
especially not yielded the desired
results. We have therefore commenced
a process of revising the LTIP scheme
to improve the alignment of the
interests of shareholders and
management, as well as ensuring
relevance in the current market
conditions.

We are mindful of the difficult environment in which employees, especially the
executive leadership, have been required to deliver on the business’s strategic
objectives.
To ensure the most effective remuneration structure going forward, we have
focused on:
• Reviewing the executive remuneration of CIG, as well as for the key
executives within the individual businesses
• Updating group remuneration polices for approval to ensure the consistent
application across the group
• Reviewing the remuneration for key operational employees within the
businesses, especially skilled engineers within the context of a loss of key
skills in the industry and country
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REMUNERATION REVIEW
In line with King IV, shareholders will have the opportunity to approve the group’s
remuneration policy at the annual general meeting in April 2020.
The approval will focus on:
Once we have evaluated our
policies and structures, we will
engage with our shareholders to
result in an agreed approach.

A non-binding advisory vote on part 2 of this report.
 non-binding advisory vote on part 3 of this report (excluding
A
recommended fees for directors).

We have a lot to focus on in the
coming year and are committed to
further improve our disclosure in
our remuneration report, which
will include aspects such as
reporting on key performance
measures used for our executives
and management.

If there are 25% or more votes against the approval of the remuneration policy and
its implementation, the group undertakes to consult with shareholders who voted
against the policy and implementation to understand their concerns and to consider
amendments. A response will be sent to shareholders that will outline actions to be
taken to address their issues.

APPRECIATION

The policy tabled at the last annual general meeting on 27 March 2019 was
approved by 99,1% of shareholders.

I thank the chairman of the board
for his support, the remco
members for their time spent in
identifying the most appropriate
remuneration structures for the
group and the executive
management for implementing
difficult decisions in a short
timeframe.

John Beck
Chairman
Remuneration committee

The recommended fees for directors (included in part 3 of this report).

AGM VOTES
AGM date
Remuneration policy
(% vote in favour)
Remuneration policy implementation
(% vote in favour)

F2018

F2017

27 March 2019

3 May 2018

99,1%

88,9%

99,1%

94,3%

THIS REMUNERATION REPORT IS STRUCTURED IN THREE SECTIONS

1

2

3

SECTION 1

SECTION 2

SECTION 3

Background
statement

Remuneration
policies and
principles for voting
at the group’s AGM

Application of the
remuneration policy
for voting at the
group’s next AGM
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Remuneration review continued

SECTION 1

SECTION 2

SECTION 3

Background
statement

Remuneration
policies and
principles for voting
at the group’s AGM

Application of the
remuneration policy
for voting at the
group’s next AGM

THE REMUNERATION COMMITTEE

The remuneration committee comprised independent
non-executive directors Alex Darko (chairman),
Frank Boner and Anthony Dixon in F2018.
Following the successful implementation and conclusion of
CIG’s rights offer, Fairfax Africa became a 49,66%
shareholder in CIG in January 2019. The board of directors
resolved to reconstitute the CIG board and the members of
the remuneration committee resigned.
John Beck, an independent non-executive director, was
appointed as chairman of the remuneration committee with
effect from 28 January 2019. His committee members are
Trent Hudson, a non-executive director, and Kofi Bucknor, an
independent non-executive director. The members provide
significant skills to the committee, with a valuable mix of
global and African experience, as well as relevant sector and
turnaround track records.
CEO Raoul Gamsu attends by invitation, but is excluded from
any deliberations pertaining to his own remuneration or that
of the chief financial officer.
The directors’ attendance at the remuneration committee
meetings is set out on page 93.
The remuneration committee assists the board to set the
remuneration policies for the group, as well as the
remuneration of senior employees and executives.
The committee issues the mandate for the annual guaranteed
remuneration (cost to company) review. The committee
also advises the main board of directors and makes
recommendations to shareholders on fees for non-executive
directors.
The committee is responsible for assisting in a performance
assessment of the executive directors.

Meetings
The committee must meet at least twice per annum. The
chairman may, at the request of any member or any executive
or non-executive director/officer, at any time convene a
meeting of the committee. During the year, the committee met
three times in the 12 months ended 31 August 2019 and once
in the four months ended 31 December 2019.

Responsibilities
The committee acts in line with board-approved terms of
reference to assist in:
• Determining and agreeing the remuneration framework and
broad policy, as well as the total remuneration of the CEO,
the executive directors and other relevant members of the
executive management team
• Setting appropriate remuneration levels to attract, retain
and motivate the calibre of directors and executives
required to run the company successfully
• Determining targets for any performance-related pay
schemes operated by the company and requesting the
board, when required, to seek shareholder approval for
any long-term incentive arrangements
• Reviewing the performance of the CEO and executive
directors, as well as ensuring that acceptable performance
assessment processes are implemented, including
identification of key performance areas and setting
performance requirements in respect thereof
• Determining service agreements for the CEO and the
executive directors, termination payments and
compensation commitments
• Reviewing appropriate market information regarding
remuneration-related matters
• Overseeing any major changes in employee benefit
structures throughout the company
• Producing a remuneration report for inclusion in the
company’s integrated annual report
• Making recommendations to the board on the fees of the
chairman and the non-executive directors, for subsequent
approval by the company’s shareholders in general meeting

Membership
As guided by the terms of reference, the committee has to
consist of at least two members who are independent
non-executive directors of the company. During the year, this
requirement was adhered to with two independent nonexecutive directors and one non-executive director.
The following people can attend all committee meetings as
invitees in an ex officio capacity unless otherwise decided by
the chairman of the committee:
• The CEO
• The CFO
• The executive responsible for human resources
• Any other persons, as determined by the chairman
required to attend a specific meeting (or part thereof) to
report on any particular matter/issue
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Committee effectiveness
The board’s terms of reference require the board to conduct
evaluations of the board and sub-committees. As the new
board has only been in place for a year, an evaluation will be
performed in the new year.

KEY FOCUS AREAS IN F2019
The key focus areas of the committee during the year
included:
• Reviewing and summarising the existing group and
subsidiary remuneration policies and remuneration
packages for key group and subsidiary executives
• Evaluating CIG policies and practices to ensure adherence
to relevant legislation, including meeting the requirement
for independent consultants to provide an opinion on the
reasonableness of the structure
• Benchmarking the remuneration of group and subsidiary
senior executives/directors in terms of guaranteed pay,
short-term incentives and long-term incentives
• Benchmarking non-executive remuneration within the
context of international directors serving on South
African-listed boards as we now have a number of
international directors on our board
• Approving the short-term bonuses for the CEO, CFO and
prescribed officers

KEY FOCUS AREAS FOR 2020
Revisit elements of the group’s remuneration philosophy and
policy to fully comply with the recommended practices of
King IV.
Incentivise the group and executives towards a recovery of
performance and value, as well as to address the fairness
and reasonability of executive remuneration in the context of
the group’s overall employee remuneration.

ADVICE SOUGHT
During the year, the group consulted with Khokhela
Consulting (Khokhela), a specialist remuneration and
performance management consultancy. Khokhela is a
member of the South African Reward Association.
The purpose of Khokhela’s review was to provide a
benchmark of remuneration policies and executive
remuneration packages for the CIG group and
subsidiaries by comparing them to current South African
best practice, the level of compliance with the Companies
Act and JSE Listings Requirements and alignment to
King IV. The team also provided input in line with the
requirement for the use of independent consultants to
advise on remuneration policies and on setting fees for
non-executives.

Implementation of specific key performance indicators for
executives.
Ensure consistency and alignment of remuneration across
the group.
Develop and implement a long-term incentive programme.
Consider succession planning.
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Remuneration review continued

SECTION 1

SECTION 2

SECTION 3

Background
statement

Remuneration
policies and
principles for voting
at the group’s AGM

Application of the
remuneration policy
for voting at the
group’s next AGM

REMUNERATION POLICY OVERVIEW

REMUNERATION AND REWARD MODEL

The group’s remuneration policy aims to attract, retain and
motivate skilled and performing employees to execute the
group’s strategy through a competitive balance of fixed and
variable/incentive income.

The group offers an integrated remuneration and reward
model, which comprises:

(STI)

We follow an integrated approach to remuneration that
consists of a total guaranteed package and variable pay
consisting of short-term and long-term incentive schemes.
We maintain external competitiveness through salary
benchmarking and survey participation to result in
competitive pay and good market practice. During the year,
we consulted with an external remuneration specialist to
provide a benchmark of remuneration policies and executive
remuneration packages for the CIG group and subsidiaries by
comparing them to current South African best practice, the
level of compliance with the Companies Act and JSE Listings
Requirements and alignment to King IV.
Salary scales are updated annually and applied by
management in their ongoing remuneration decisions.
Market-related ranges are viewed together with performance
and retention when reviewing and increasing remuneration to
motivate, reward and retain skills and experience. We offer
comprehensive benefits to ensure that our employees have
appropriate cover for most unforeseen life events.
The group offers senior employees a combination of
guaranteed remuneration and short- and long-term
incentives. Short-term incentives are paid to employees at
middle management and higher grades, who have line of
sight of business objectives. Targets are stretched to
encourage superior performance. Executives who have a
more strategic focus also participate in the group’s long-term
incentive scheme(s) to ensure long-term sustainability of the
group and alignment with shareholders’ interests.

THE GROUP’S LONG-TERM INCENTIVE
PROGRAMMES HAVE NOT YIELDED THE
REQUIRED BENEFITS, WITH ONLY THE
GUARANTEED AND SHORT-TERM PORTION
OF THE PACKAGES PAYING OUT.
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A SHORT-TERM INCENTIVE

GROUP'S
REMUNERATION

(CTC)

COST TO COMPANY
GUARANTEED PAY

(LTI)

A LONG-TERM
INCENTIVE

1. Guaranteed cost to company (GCTC):
–– Base salary and beneﬁts, including contributions to
retirement, risk funds and medical beneﬁts, leave
entitlements, allowances and ﬂexible work conditions
2. Variable pay:
–– Short-term incentives (STIs) – Annual or shorter
incentives and (generally) cash performance-based
payments
3. Retention and sign-on payments:
–– Long-term incentives (LTIs) – Share-orientated awards
that are performance- and retention-based
4. Other payments:
–– All other types of payments, such as loss of office or
termination payments and restraint payments

Fixed

ELEMENT

PURPOSE AND LINK TO STRATEGY

WHO IS ELIGIBLE

Guaranteed cost to company
(GCTC)

Retain and attract talent

All employees

Drives and rewards the achievement
of the group’s short- and mediumterm goals, with payment levels
based on approved key performance
indicators (KPIs). The KPIs
are designed to align employee
performance with the short- and
medium-term goals of the group

All employees

A performance driver to reward
long-term sustained performance
which is aligned with the interests of
shareholders

Executive directors,
executive management,
key employees and
prescribed officers

Total ﬁxed remuneration – cash
(including contributions to the
deﬁned contribution retirement
plan and contributions to
medical aid)
Short-term incentives (STIs)
Cash payment

Variable
Long-term incentive (LTI) share
plan for executive directors,
executive management, key
employees and prescribed officers
consisting of share appreciation
rights, performance shares and
restricted shares

NOTICE PERIOD OF EMPLOYEES
EMPLOYEE CONTRACTS OF EMPLOYMENT
Permanent employees have employment contracts that
comply with the labour law requirements of the country of
employment.
The CEO, CFO, prescribed officers and senior management of
the organisation have a retirement age of 65, which we
believe is reflective of working conditions and market
benchmarking at senior and executive levels.

EMPLOYEES
One month
SENIOR MANAGEMENT AND PRESCRIBED OFFICERS
One month or three months
EXECUTIVE DIRECTORS
Three months
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Remuneration review continued
HOW DOES OUR EXECUTIVE REMUNERATION DIFFER FROM REMUNERATION OF OTHER EMPLOYEES?
As the group manages different businesses on a decentralised basis, we outline the remuneration of business executives and
employees per cluster.

CONCO
SENIOR MANAGEMENT
(INCL. ENGINEERS)

PRESCRIBED OFFICERS

Paid around 50th percentile of the
market

Paid around 50th percentile of
the market

Annual performance incentive
bonuses are paid in December
based on performance against key
performance indicators and are
based on cash settled in the year
after earned.

Annual performance incentive
bonuses are paid in December
based on performance against
key performance indicators and
are based on cash settled in the
year after earned.

Do not receive LTIs.

Do receive LTIs.

6% increase at individual level

6% increase at individual level

(Average of 4,6%)

(Average of 4,6%)

No increase, but 13th cheque
incentive

• Medical aid for member, partly
paid by employer
• Pension/provident fund
• Death, disability and severe
illness benefit
• Illness/maternity benefit
• Funeral cover
• Car allowance

• Medical aid for member,
partly paid by employer
• Pension/provident fund
• Death, disability and severe
illness benefit
• Illness/maternity benefit
• Funeral cover
• Car allowance

20 working days leave and after
five years increases to 25 working
days

25 working days

EMPLOYEES
Pay policy
Paid around 50th percentile of the market
Short-term incentives (STIs)
Annual performance incentive bonuses are
paid in December based on performance
against key performance indicators and are
based on cash settled in the year after earned.

Long-term incentives (LTIs)
Do not receive LTIs.
Annual increases
Finalised in January to March each year.
Average overall increase in March 2019

Benefits
Different benefits depending on level of
employees, but include benefits such as:
•
•
•
•
•
•

Medical aid for member paid by employer
Pension/provident fund
Death, disability and severe illness benefit
Illness/maternity benefit
Funeral cover
Car allowance

Annual leave days entitlement
Waged-based employees:
• 3 weeks shutdown, after 4th shutdown
changes to 4 weeks shutdown
Other levels range from 15 to 20 working days
leave and after five years increases to between
20 to 25 working days
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CONLOG
EMPLOYEES

SENIOR MANAGEMENT
(INCL. ENGINEERS)

PRESCRIBED OFFICERS

Paid around 60th and 65th
percentile of the market

Paid around 50th percentile of
the market

Annual performance incentive
bonuses are paid in December
based on key performance
indicators, financial hurdle rates
and based on company and
individual performance.

Annual performance incentive
bonuses are paid in December
based on key performance
indicators, financial hurdle rates
and based on company and
individual performance.

Do not receive LTIs.

Do not receive LTIs.

7% (including salary adjustments
for retention/market alignment)

7% (including salary
adjustments for retention/
market alignment)

•
•
•
•
•

•
•
•
•
•

Pay policy
Paid around 60th and 65th percentile of the
market
Short-term incentives (STIs)
Annual performance incentive bonuses are
paid in December based on key performance
indicators, financial hurdle rates and based on
company and individual performance.

Long-term incentives (LTIs)
Do not receive LTIs.
Annual increases
Finalised in March of every year (will review in
2021).
Average overall increase in March 2019
7% (including salary adjustments for retention/
market alignment)
Benefits
•
•
•
•
•

Medical aid
Pension fund/provident fund
Death benefit
Car allowance
Cellphone allowance

Medical aid
Pension fund/provident fund
Death benefit
Car allowance
Cellphone allowance

Medical aid
Pension fund/provident fund
Death benefit
Car allowance
Cellphone allowance

Annual leave days entitlement
23 working days

25 working days

25 working days
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Remuneration review continued

CONSOLIDATED BUILDING MATERIALS
SENIOR MANAGEMENT
(INCL. ENGINEERS)

PRESCRIBED OFFICERS

Paid around 50th and 60th
percentile of the market

Paid around 90th percentile
of the market

Annual/monthly performance
incentive bonuses are paid based
on achievement against specific
targets and key performance
indicators.

Annual/monthly performance
incentive bonuses are paid
based on achievement against
specific targets and key
performance indicators.

Do not receive LTIs.

Do not receive LTIs.

6%

4%

• Pension fund/provident fund

• Pension fund/provident fund

• Medical aid

• Death/disability benefit

• Death/disability benefit

• Death/disability benefit

• Family funeral benefit

• Car allowance

• Car allowance

EMPLOYEES
Pay policy
Paid around 50th and 60th percentile of
the market
Short-term incentives (STIs)
Annual/monthly performance incentive
bonuses are paid based on achievement
against specific targets and key performance
indicators.
Long-term incentives (LTIs)
Do not receive LTIs.
Annual increases
Finalised in March/September of every year.
Average overall increase in 2019
8%
Benefits

• Family funeral benefit
Annual leave days entitlement
15 working days
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18/20 working days

30 working days

RAIL
SENIOR MANAGEMENT
(INCL. ENGINEERS)

PRESCRIBED OFFICERS

Paid around 60th and 65th
percentile of the market

Paid around 50th percentile of
the market

Annual discretionary bonuses are
paid in December of the year based
on the performance of the
company. No key performance
indicators or performance
management system.

Annual discretionary bonuses
are paid in December of the
year based on the performance
of the company. No key
performance indicators or
performance management
system.

Do not receive LTIs.

Do not receive LTIs.

4%

4%

• Pension fund/provident fund

Each employee can structure his/
her salary in accordance with their
requirements in line with their CTC,
but benefits include:

• Death benefit

• Pension fund/provident fund

Each employee can structure
his/her salary in accordance
with their requirements in line
with their CTC, but benefits
include:

• Car allowance

• Death benefit

• Pension fund/provident fund

• Medical aid

• Car allowance

• Death benefit

• Medical aid

• Car allowance

EMPLOYEES
Pay policy
Paid around 60th and 65th percentile of the
market
Short-term incentives (STIs)
Annual discretionary bonuses are paid in
December of the year based on the
performance of the company. No key
performance indicators or performance
management system.

Long-term incentives (LTIs)
Do not receive LTIs.
Annual increases
Finalised in March of every year.
Average overall increase in 2019
4%
Benefits
Each employee can structure his/her salary in
accordance with their requirements in line with
their CTC, but benefits include:

• Medical aid
Annual leave days entitlement
15 working days leave for < 5 years’ service
and 20 working days leave > 5 years’ service

15 working days leave for
< 5 years’ service and 20 working
days leave > 5 years’ service

15 working days leave for
< 5 years’ service and 20
working days leave > 5 years’
service

Key performance indicators
As part of the external remuneration benchmarking exercise, it was confirmed that the key performance indicators, specifically
for the executives and prescribed officers, should be closely aligned with the group’s strategy. As the board and management
team changed significantly during the year, with the group’s structure and strategy re-evaluated, the group is currently finalising
key performance indicators.
The group will report back to shareholders on the measures and the executive team’s delivery against these in the next
integrated annual report.
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Remuneration review continued

EXECUTIVE REMUNERATION
The group worked with an external remuneration specialist
to benchmark the current executive remuneration levels.
The following was reviewed:
• Remuneration policies and practices
• Guaranteed cost to company (GCTC)
• Short-term incentives (STIs)
• Long-term incentives (LTIs)
The target pay mix for the CEO and CFO was analysed against
market benchmarks. It was found that the pay mix of the CEO
and CFO is to a large extent aligned to market benchmarks,
although the target LTI may be too low for the CEO.
The remuneration committee will consider the
recommendations and evaluate whether any changes are
required to be made to the current structure.

Long-term incentive plans
As our sector has been under significant pressure, our
long-term incentive plan (LTIP) schemes have not yielded the
desired results.
As outlined in the chairperson’s introduction to this review, we
are currently evaluating the way we remunerate, which will
include a review of the LTIP schemes.
We will present options to shareholders once we have
finalised this process.
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There were two LTIP schemes, one in 2007 and one in 2014.

2014 LTIP SUMMARY
A combination of share appreciation rights, performance shares and full value restricted shares on a weighted combination basis

SHARE APPRECIATION RIGHTS –
EQUITY SETTLED

CONDITIONAL AWARDS OF
PERFORMANCE SHARES

ELIGIBILITY

Executives and selected managers

Executives and selected managers

VESTING
PERIOD

Vest once performance criteria have
met one-third per annum

On third anniversary following award

EXERCISE
PERIOD

Equal tranches on third, fourth and
fifth anniversary of allocation date
after vesting

n/a

PERFORMANCE
CRITERIA

Annual growth of 15% in HEPS over
a three-year period required for full
vesting. The percentage vested will
decrease should the HEPS fall below
15%

Future performance of company
according to criteria set by the board

PERFORMANCE
MEASURES

SARs are self regulated by the share
price, which is market-driven

Total shareholder return

Ten-day volume weighted average
price preceding the offer

Total shareholder return performance
versus peer group comparison at the
end of the three-year performance
period will determine the number of
performance shares earned

NO FAULT
CLAUSES

Resignation or leaving employ of
group through negative behavioural
factors will forfeit any unvested
portion of LTI

Resignation or leaving employ of
group through negative behavioural
factors will forfeit any unvested
portion of LTI

EXPIRY

Seven years from allocation date
or will lapse

Three years from allocation date
or will lapse

1 August 2015

1 August 2015

29 February 2016

29 February 2016

28 February 2017

28 February 2017

PRICE

GRANT DATE

FULL VALUE
RESTRICTED
SHARES

None allocated
within the 2015,
2016 and 2017
awards under the
2014 share plan

2007 LTIP
Share options granted under the 2007 share scheme were based on a weighted average price of a share over the three
calendar months immediately preceding the commencement of the company’s financial year during which the offer was
made or the option was granted.
The number of options awarded was based on the total guaranteed packages of employees and an individual performance
assessment.
For CIG executives, options vested over a four-year period and 16% real growth in earnings had to be achieved for 100% of
options to vest. CONCO executives had to achieve 15% real growth in CONCO EBITDA for 100% of options to vest.
No awards have been made on this scheme. The options have a ten-year expiry date and in some cases run to 2023.
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SECTION 1

SECTION 2

SECTION 3
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statement

Remuneration
policies and
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at the group’s AGM

Application of the
remuneration policy
for voting at the
group’s next AGM

BREAKDOWN OF REMUNERATION PACKAGES PER EXECUTIVE AND PRESCRIBED OFFICER
As at the year-end of 31 August 2019 and as at the year-end of 31 December 2019

RAOUL GAMSU – CEO

Elements of remuneration
BASE PAY

SHORT-TERM
INCENTIVE

Timing of pay-outs1 – R’000

Applicable
period

12 months to 31 August

Cost to
company
R’000

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

Guaranteed
total cost to
company

1 September 2018 –
31 December 2019

5 157

1 719

5 1993

–

–

–

–

Annual
short-term
incentive

FY Aug 2018

3 100

–

3 100

–

–

–

–

–

1/3 F2016 1/3 F2017 1/3 F2017 1/3 F2017
award
award
award
award
– exercised* exercised* exercised* exercised*

–

–

Full 2016 Full 2017
award
award
– exercised* exercised*

–

1/3 F2015
award
exercised*

LONG-TERM
INCENTIVE
PLAN2

Share
appreciation
rights (SARs)

1/3 F2015 1/3 F2016 1/3 F2016
award
award
award
exercised* exercised* exercised*

SARs granted on
1 August 2015
29 February 2016
29 February 2017
Performance
shares granted
on 1 August 2015

Performance
shares

29 February 2016
29 February 2017

TOTAL REMUNERATION PAID IN F2019

1 719

–

–

8 299

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2	Excluding share options granted under the 2007 LTIP scheme, which fully vested with a strike price in excess of the current market price, although these shares
carry a ten-year expiry date, with the latest date being 2023
3 Differential to cost to company for the year relates to back pay paid
* Performance criteria need to be met first before vesting and exercise can occur
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CRISTINA TEIXEIRA – CFO

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN3

12 months to 31 August

Cost to
company
R’000

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

4 100

1 367

1 7082

–

–

–

–

–

–

–

–

–

–

–

Share
appreciation
rights (SARs)

–

–

–

–

–

–

–

Performance
shares

–

–

–

–

–

–

–

1 367

1 708

Elements of remuneration
BASE PAY

Timing of pay-outs1 – R’000

Applicable
period

Guaranteed
total cost to
company

2 April 2019 –
31 December 2019

Annual
short-term
incentive

FY Aug 20192

TOTAL REMUNERATION PAID IN F2019

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Incoming chief financial officer appointed 2 April 2019
3 Cristina does not participate in the long-term incentive plan

WILFRED BASSARAGH – CIGenCo

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN2

Cost to
company
R’000

12 months to 31 August

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

3 8513

1 3003

3 8512

–

–

–

–

1 121

504

617

–

–

–

–

Share
appreciation
rights (SARs)

–

–

–

–

–

–

–

Performance
shares

–

–

–

–

–

–

–

1 804

4 468

Elements of remuneration

BASE PAY

Timing of pay-outs1 – R’000

Applicable
period

Guaranteed
total cost to
company

1 September 2018 –
31 December 2019

Annual
short-term
incentive

FY Aug 2018
FY Aug 2019

TOTAL REMUNERATION PAID IN F2019

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Wilfred does not participate in the long-term incentive plan
3 Differential to cost to company is due to exchange difference on translation of foreign remuneration and based on the addition of a reimbursive travel allowance
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JOHNNY DLADLA – CONCO

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN

Cost to
company
R’000

12 months to 31 August

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

3 800

1 2753

3 2362,3

–

–

–

–

–

–

–

–

–

–

–

Share
appreciation
rights (SARs)

–

–

–

–

–

–

–

Performance
shares

–

–

–

–

–

–

–

1 275

3 236

Elements of remuneration
BASE PAY

Timing of pay-outs1 – R’000

Applicable
period

Guaranteed
total cost to
company

1 November 2018 –
31 December 2019

Annual
short-term
incentive

FY Aug 20192

TOTAL REMUNERATION PAID IN F2019

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Appointed 1 November 2018
3 Differential to cost to company for the year relates to fleet card reimbursement

JANNIE HOOMAN – CONSOLIDATED
BUILDING MATERIALS
Elements of remuneration

BASE PAY

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN2

Applicable
period

Timing of pay-outs1 – R’000
Cost to
company
R’000

12 months to 31 August

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

1 September 2018 –
28 February 2019

6 529

1 March 2019 –
30 December 2019

6 821

2 274

6 675

–

–

–

–

FY Aug 2018
FY Aug 2019

5 552

1 834

3 718

–

–

–

–

Share
appreciation
rights (SARs)

–

–

–

–

–

–

–

Performance
shares

–

–

–

–

–

–

–

4 108

10 393

Guaranteed
total cost to
company

Annual
short-term
incentive

TOTAL REMUNERATION PAID IN F2019

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Jannie does not participate in the long-term incentive plan
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DANIE LUBBE – RAIL TRACTIONEL

Elements of remuneration

BASE PAY

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN2

Guaranteed
total cost to
company

Annual
short-term
incentive

Applicable
period

Timing of pay-outs1 – R’000
Cost to
company
R’000

12 months to 31 August

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

1 September 2018 –
15 March 2019

1 983

16 March 2019 –
31 December 2019

2 123

7163

2 0673

–

–

–

–

353

123

230

–

–

–

–

–

1/3 F2016 1/3 F2016 1/3 F2016
award
award
award
– exercised* exercised* exercised*

–

–

–

Full 2016
award
– exercised*

–

–

FY Aug 2018
FY Aug 2019

Share
appreciation
rights (SARs)

SARs granted on
29 February 2016

Performance
shares

Performance shares
granted on
29 February 2016

TOTAL REMUNERATION PAID IN F2019

839

–

–

2 297

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Excluding share options granted under the 2007 LTIP scheme, which fully vested with a strike price in excess of the current market price, although these shares
carry a ten-year expiry date, with the latest date being 2023
3 Differential relates to sleep out and travel allowance
* Performance criteria need to be met first before vesting and exercise can occur

LOGAN MOODLEY – CONLOG

Elements of remuneration

BASE PAY

SHORT-TERM
INCENTIVE

LONG-TERM
INCENTIVE
PLAN2

Applicable
period

Timing of pay-outs1 – R’000
Cost to
company
R’000

12 months to 31 August

4 months
to 31 Dec
F2019

F2019

F2020

F2021

F2022

F2023

1 September 2018 –
25 March 2019

2 300

26 March 2019 –
31 December 2019

2 440

813

2 370

–

–

–

–

FY Aug 2018
FY Aug 2019

1 065

150

915

–

–

–

–

Share
appreciation
rights (SARs)

–

–

–

–

–

–

–

Performance
shares

–

–

–

–

–

–

–

963

3 285

Guaranteed
total cost to
company

Annual
short-term
incentive

TOTAL REMUNERATION PAID IN F2019

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Logan does not participate in the long-term incentive plan

CIG INTEGRATED ANNUAL REPORT 2019

119

Remuneration review continued

SIMPHIWE ZONDI – CONSOLIDATED
POWER MAINTENANCE
Elements of remuneration

BASE PAY

SHORT-TERM
INCENTIVE

Guaranteed
total cost to
company

Applicable
period

Timing of pay-outs1 – R’000
Cost to
company
R’000

4 months
to 31 Dec
F2019

12 months to 31 August
F2019

F2021

F2022

F2023

–

–

–

–

–

–

–

1/3 F2016 1/3 F2016 1/3 F2016
award
award
award
– exercised* exercised* exercised*

–

–

–

Full 2016
award
– exercised*

–

–

1 September 2018 –
31 December 2018

1 850

1 January 2019 –
30 September 2019

2 100

1 October 2019 –
31 December 2019

2 400

8313

2 5683,4

–

–

–

Annual
short-term
incentive

F2020

–

1/3 F2015 1/3 F2015
award
award
exercised* exercised*

LONG-TERM
INCENTIVE
PLAN2

Share
appreciation
rights (SARs)

SARs granted on
1 August 2015
29 February 2016

Performance
shares

Performance shares
granted on
1 August 2015 –
29 February 2016

TOTAL REMUNERATION PAID IN F2019

831

–

–

2 568

1 Refers to the financial period in which the remuneration awarded is actually paid to the employer/employee receives the benefit
2 Excluding share options granted under the 2007 LTIP scheme, which fully vested with a strike price in excess of the current market price, although these shares
carry a ten-year expiry date with the latest date being 2023
3 Differential to cost to company for the year relates to fleet card reimbursement
4 In the year, Simphiwe was paid out his leave pay on transition from CONCO to CPM and he received a long service award
* Performance criteria need to be met first before vesting and exercise can occur
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SUMMARISED EXECUTIVE DIRECTOR REMUNERATION
Bonus and
performance-related
payments

Salary

R’000

Separation
payment

Total

4 months 12 months
4 months 12 months
4 months 12 months
ended
ended
ended
ended
ended
ended
31 December 31 August 31 December 31 August 31 December 31 August
2019
2019
2019
2019
2019
2019

4 months 12 months
ended
ended
31 December 31 August
2019
2019

GROUP

Executive directors
Paid by group
Raoul Gamsu
Cristina Teixeira#
Ivor Klitzner*
Sean Jelley^

1 719
1 367
–
–

5 199
1 708
1 030
1 410

–
–
–
–

3 100
–
–
–

–
–
345
–

–
–
3 779
–

1 719
1 367
345
–

8 299
1 708
4 809
1 410

Total

3 086

9 347

–

3 100

345

3 779

3 431

16 226

* Outgoing chief financial officer. Resigned 6 November 2018. A separation payment of R3 089 million was made. In addition, a monthly retainer fee of R86 250 was
paid from January 2019 to December 2019
^ Interim chief financial officer from 7 November 2018 to 1 April 2019
#
Incoming chief financial officer. Appointed 2 April 2019

SUMMARISED PRESCRIBED OFFICER REMUNERATION
Bonus and performancerelated payments

Salary

R’000

4 months 12 months
4 months 12 months
ended
ended
ended
ended
31 December 31 August 31 December 31 August
2019
2019
2019
2019

Total
4 months 12 months
ended
ended
31 December 31 August
2019
2019

GROUP

Prescribed officers
Paid by group companies
Wilfred Bassaragh
Johnny Dladla*
Jannie Hooman
Danie Lubbe
Logan Moodley
Simphiwe Zondi^

1 300
1 275
2 274
716
813
831

3 851
3 236
6 675
2 067
2 370
2 568

504
–
1 834
123
150
–

617
–
3 718
230
915
–

1 804
1 275
4 108
839
963
831

4 468
3 236
10 393
2 297
3 285
2 568

7 209

20 767

2 611

5 480

9 820

26 247

* Appointed 1 November 2018
^ Employed for the full financial year but appointed as prescribed officer from January 2019. F2019 remuneration includes once-off leave pay-out following
transfer between group companies
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Remuneration review continued

NON-EXECUTIVE DIRECTORS’ FEES

R’000

Fees

Expenses

Total
4 months 12 months
ended
ended
31 December 31 August
2019
2019

4 months 12 months
4 months 12 months
ended
ended
ended
ended
31 December 31 August 31 December 31 August
2019
2019
2019
2019

GROUP

Non-executive directors
Paid by group companies
Frank Boner – outgoing chairman*
Kofi Bucknor&
Alex Darko*
Anthony Dixon*
Kalu Ojah*
Michael Wilkerson – incoming chairman^&
John Beck^&
Cindy Hess^@&
Roger Hogarth#&
Trent Hudson#&
Kevin Kariuki&
Ahmad Mazhar^&
Quinn McLean^&
Sean Melnick^&
Judy Nwokedi&

–
147
–
–
–
167
157
92
150
147
147
147
100
150
125

940
825
618
537
342
292
274
257
263
257
885
257
175
263
524

–
–
–
–
–
263
–
–
–
–
54
348
–
–
–

–
72
–
2
–
643
–
5
–
–
18
352
–
87
–

–
147
–
–
–
430
157
92
150
147
201
495
100
150
125

940
897
618
539
342
935
274
262
263
257
903
609
175
350
524

1 529

6 709

665

1 179

2 194

7 888

* Resigned 30 January 2019
^ Appointed 30 January 2019 following a reconstitution of the board
#
Appointed 1 August 2018
@
Resigned 15 November 2019
&
Includes fees from February 2019 which have been accrued but not yet paid

NON-EXECUTIVE DIRECTORS’ PROPOSED FEES FOR F2020, SUBJECT TO SHAREHOLDER APPROVAL
Although the board was reconstituted during the year, there are no increases proposed for F2020.
F2020
proposed fees
(Rand per
annum)
Board meetings – Chairman
Board meetings – Director
Audit and risk committee – Chairman
Audit and risk committee – Member
Social and ethics committee – Chairman
Social and ethics committee – Member
Remuneration and nomination committee – Chairman
Remuneration and nomination committee – Member
Investment committee – Chairman
Investment committee – Member
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500 000
300 000
150 000
100 000
50 000
40 000
70 000
40 000
150 000
100 000

F2019
actual fees
(Rand per
annum)
500 000
300 000
150 000
100 000
50 000
40 000
70 000
40 000
150 000
100 000

DETAILS OF EXECUTIVE DIRECTORS’ SHARE OPTIONS AND SHARE APPRECIATION RIGHTS

Name of director

Options
Options
granted
granted –
opening during the
balance current year

355 556
485 623
624 675
1 000 000
964 912
90 990
104 731
134 915
43 014
49 510
63 778

–
–
–
–
–
–
–
–
–
–
–

3 917 704

–

355 556
485 623
624 675
1 000 000
964 912
90 990
104 731
134 915
43 014
49 510
63 778

–
–
–
–
–
–
–
–
–
–
–

3 917 704

–

Options
lapsed

Options
granted –
closing
balance

Strike
price

Options
vested –
closing
balance

–
–
–
–
–
–
–
–
–
–
–

–
–
–
–
–
–
–
–
–
–
–

355 556
485 623
624 675
1 000 000
964 912
90 990
104 731
134 915
43 014
49 510
63 778

19,26
12,52
8,59
5,00
5,70
31,13
27,06
23,29
–
–
–

355 556
485 623
624 675
1 000 000
964 912
60 660
34 910
–
43 014
49 510
–

–

–

3 917 704

3 618 860

–
–
–
–
–
–
–
–
–
–
–

–
355 556
–
485 623
–
624 675
– 1 000 000
–
964 912
–
90 990
–
104 731
–
134 915
–
43 014
–
49 510
–
63 778

19,26
355 556
12,52
485 623
8,59
624 675
5,00 1 000 000
5,70
964 912
31,13
60 660
27,06
34 910
23,29
–
–
43 014
–
49 510
–
–

–

– 3 917 704

3 618 860

Strike
price

Options
exercised
and paid

19,26
12,52
8,59
5,00
5,70
31,13
27,06
23,29
–
–
–

RAOUL GAMSU – CEO
1 September 2018 to
31 August 2019
Share Incentive Trust
Share Incentive Trust
Share Incentive Trust
Share Incentive Trust
Share Incentive Trust
Share appreciation rights
Share appreciation rights
Share appreciation rights
Performance shares
Performance shares
Performance shares

1 September 2019 to
31 December 2019
CIG Share Incentive Trust
CIG Share Incentive Trust
CIG Share Incentive Trust
CIG Share Incentive Trust
CIG Share Incentive Trust
Share appreciation rights
Share appreciation rights
Share appreciation rights
Performance shares
Performance shares
Performance shares

19,26
12,52
8,59
5,00
5,70
31,13
27,06
23,29
–
–
–

CRISTINA TEIXEIRA – CFO
Cristina Teixeira did not participate in either the 2007 or 2014 LTIP scheme.
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Remuneration review continued

DETAILS OF PRESCRIBED OFFICERS’ SHARE OPTIONS AND SHARE APPRECIATION RIGHTS continued
WILFRED BASSARAGH – CIGenCo
Wilfred Bassaragh did not participate in either the 2007 or 2014 LTIP scheme.

JOHNNY DLADLA – CONCO
Johnny Dladla did not participate in either the 2007 or 2014 LTIP scheme.

JANNIE HOOMAN – BUILDING MATERIALS
Jannie Hooman did not participate in either the 2007 or 2014 LTIP scheme.

Name of director

Options
Options
granted
granted –
opening during the
balance current year

Options
lapsed

Options
granted –
closing
balance

Strike
price

Options
vested –
closing
balance

–
–

–
–

21 667
10 556

27,06
–

7 222
10 556

–

–

32 223

–
–

–
–

21 667
10 556

–

–

32 223

Strike
price

Options
exercised
and paid

27,06
–

DANIE LUBBE – RAIL
1 September 2018 to
31 August 2019
Share appreciation rights
Performance shares

1 September 2019 to
31 December 2019
Share appreciation rights
Performance shares

21 667
10 556

–
–

32 223

–

21 667
10 556

–
–

32 223

–

27,06
–

LOGAN MOODLEY – CONLOG
Logan Moodley did not participate in either the 2007 or 2014 LTIP scheme.
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17 778

27,06
–

7 222
10 556
17 778

DETAILS OF PRESCRIBED OFFICERS’ SHARE OPTIONS AND SHARE APPRECIATION RIGHTS continued

Name of director

Options
Options
granted
granted –
opening during the
balance current year

Strike
price

Options
lapsed

Options
granted –
closing
balance

Strike
price

Options
vested –
closing
balance

–
–
–
–
–
–
–

–
–
–
–
–
–
–

14 580
8 750
5 554
11 900
17 274
5 758
8 358

19,26
12,52
–
31,13
27,06
–
–

14 580
8 750
5 554
7 932
5 758
5758
8 358

–

–

72 174

–
–
–
–
–
–
–

–
–
–
–
–
–
–

14 580
8 750
11 900
17 274
5 758
8 358
5 554

–

–

72 174

Options
exercised
and paid

SIMPHIWE ZONDI – CONSOLIDATED POWER MAINTENANCE
1 September 2018 to
31 August 2019
CIG Share Incentive Trust
CIG Share Incentive Trust
CIG rights offers 2016
Share appreciation rights
Share appreciation rights
Performance shares
Performance shares

1 September 2019 to
31 December 2019
CIG Share Incentive Trust
CIG Share Incentive Trust
Share appreciation rights
Share appreciation rights
Performance shares
Performance shares
CIG rights offers 2016

14 580
8 750
5 554
11 900
17 274
5 758
8 358

–
–
–
–
–
–
–

72 174

–

14 580
8 750
11 900
17 274
5 758
8 358
5 554

–
–
–
–
–
–
–

72 174

–

19,26
12,52
–
31,13
27,06
–
–

19,26
12,52
31,13
27,06
–
–
–

56 690

19,26
12,52
31,13
27,06
–
–
–

14 580
8 750
7 932
5 758
5 758
8 358
5 554
56 690
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Directors’ responsibility statement
FOR THE SIXTEEN MONTH PERIOD ENDED 31 DECEMBER 2019
The board acknowledges its responsibility to ensure the integrity of the integrated annual report. The board has applied its mind
to the integrated annual report and believes that it addresses all material issues, and presents fairly the integrated performance
of the organisation and its impacts.
The integrated annual report has been prepared in line with best practice and the recommendations of King IV.
The integrated annual report was approved by the board on 20 February 2020 and is signed on its behalf:

MS Wilkerson
Chairman
20 February 2020
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RD Gamsu
Chief executive officer

Independent auditor’s report on the summary
consolidated annual financial statements
TO THE SHAREHOLDERS OF CONSOLIDATED INFRASTRUCTURE GROUP LIMITED
OPINION
The summary consolidated financial statements of Consolidated Infrastructure Group Limited, set out on pages 131 to 145 of the
Consolidated Infrastructure Group Limited Integrated Annual Report 2019, which comprise the summary statement of financial
position as at 31 December 2019, the summary income statement, statements of comprehensive income, changes in equity and
cash flows for the four month period then ended, and related notes, are derived from the audited consolidated financial
statements of Consolidated Infrastructure Group Limited for the four month period ended 31 December 2019.
In our opinion, the accompanying summary consolidated annual financial statements are consistent, in all material respects,
with the audited consolidated financial statements, in accordance with the JSE Limited’s (JSE) requirements for summary
financial statements, as set out in the “Basis of preparation” note to the summary consolidated annual financial statements, and
the requirements of the Companies Act of South Africa as applicable to summary financial statements.

SUMMARY CONSOLIDATED ANNUAL FINANCIAL STATEMENTS
The summary consolidated annual financial statements do not contain all the disclosures required by International Financial
Reporting Standards and the requirements of the Companies Act of South Africa as applicable to annual financial statements.
Reading the summary consolidated financial statements and the auditor’s report thereon, therefore, is not a substitute for
reading the audited consolidated annual financial statements and the auditor’s report thereon.

THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND OUR REPORT THEREON
We expressed an unmodified audit opinion on the audited consolidated financial statements in our report dated 26 February
2020. That report also includes:
• A Material Uncertainty Related to Going Concern section that draws attention to Note 1 in the audited consolidated financial
statements. Note 1 of the audited consolidated financial statements indicates that the Group incurred a net loss of
R284 million during the four month period ended 31 December 2019 and, as of that date, the Group’s current liabilities
exceeded its current assets by R1 billion. These events or conditions, along with other matters as set forth in Note 1 of the
audited consolidated financial statements, indicate that a material uncertainty exists that may cast significant doubt on the
Group’s ability to continue as a going concern. These matters are addressed in the “Going concern” note of the summary
consolidated annual financial statements.
• The communication of other key audit matters. Key audit matters are those matters that, in our professional judgement, were
of most significance in our audit of the financial statements of the current period.

DIRECTOR’S RESPONSIBILITY FOR THE SUMMARY CONSOLIDATED FINANCIAL STATEMENTS
The directors are responsible for the preparation of the summary consolidated annual financial statements in accordance with
the JSE’s requirements for summary financial statements, set out in the “Basis of preparation” note to the summary
consolidated annual financial statements, and the requirements of the Companies Act of South Africa as applicable to summary
financial statements.

AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on whether the summary consolidated annual financial statements are consistent, in
all material respects, with the audited consolidated financial statements based on our procedures, which were conducted in
accordance with International Standard on Auditing (ISA) 810 (Revised), Engagements to Report on Summary Financial
Statements.

PricewaterhouseCoopers Inc.
Director: AJ Rossouw
Registered Auditor
4 Lisbon Lane
Waterfall City
26 February 2020
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Summary consolidated annual financial
statements
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019
These summary consolidated annual financial statements comprise a summary of the audited consolidated annual financial
statements of the group for the four month period ended 31 December 2019 that were approved by the board on 20 February 2020.
The summary consolidated annual financial statements are not the group’s statutory accounts and do not contain all the
disclosures required by International Financial Reporting Standards. Reading the summary consolidated annual financial
statements, therefore, is not a substitute for reading the audited consolidated annual financial statements of the group, as they
do not contain sufficient information to allow for a complete understanding of the results and state of affairs of the group.
The audited consolidated annual financial statements are available online at www.ciglimited.co.za, or may be obtained
from the company secretary. The annual financial statements have been audited by the independent accounting firm,
PricewaterhouseCoopers Inc. Their audit report is available for inspection at the group’s registered office and their opinion on
these summary consolidated annual financial statements is on page 129.

BASIS OF PREPARATION
The summary consolidated financial statements are prepared in accordance with the JSE Limited’s (JSE) requirements for
summary financial statements, and the requirements of the Companies Act applicable to summary financial statements. The JSE
requires summary financial statements to be prepared in accordance with the framework concepts and the measurement and
recognition requirements of International Financial Reporting Standards, the SAICA Financial Reporting Guides as issued by the
Accounting Practices Committee and Financial Pronouncements as issued by the Financial Reporting Standards Council, and to
also, as a minimum, contain the information required by IAS 34 Interim Financial Reporting. The accounting policies applied in
the preparation of the consolidated financial statements, from which the summary consolidated financial statements were
derived, are in terms of International Financial Reporting Standards and are consistent with the accounting policies applied in
the preparation of the previous consolidated annual financial statements.
The summary consolidated annual financial statements have been prepared on the historical cost basis, except for certain items
that are stated at fair value, and are presented in South African Rand, which is the parent company’s presentation currency.
The significant accounting policies and methods of computation are consistent in all material respects with those applied in the
previous period other than the adoption of certain standards and interpretations which became effective during the current year,
in particular the adoption of IFRS 16: Leases. The summary consolidated annual financial statements should be read with the
full set of annual financial statements as available on the company’s website.
The financial statements were prepared by the Chief Financial Officer CA(SA) and approved by the board of directors on
20 February 2020 and are signed on its behalf by:

MS Wilkerson
Chairman
20 February 2020
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RD Gamsu
Chief executive officer

Group income statement
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited
4 months
ended
31 December
2019

12 months
ended
31 August
2019

308 703
646 714

976 425
2 192 149

955 417
(381 168)
(183 702)
(119 311)
(262 955)
(33 266)
(12 083)
(31 063)
(7 566)
(24 494)
(62 001)
(8 319)
(8 232)
(5 045)
(28 605)

3 168 574
(1 424 406)
(652 172)
(177 170)
(946 108)
(70 654)
(34 831)
(144 392)
(12 430)
(149 321)
(165 575)
(50 498)
(90 257)
(162 796)
(33 584)

(1 167 810)
35 733
(9 741)
–
–
16 703
(110 571)

(4 114 194)
61 564
(29 056)
(39 387)
(66 241)
36 066
(296 708)

Loss before taxation
Taxation

(280 269)
(3 862)

(1 279 382)
(63 603)

Loss for the year

(284 131)

(1 342 985)

Loss attributable to:
Equity shareholders of CIG Limited
Non-controlling interest

(282 023)
(2 108)

(1 331 228)
(11 757)

(284 131)

(1 342 985)

(0,71)
(0,71)

(3,98)
(3,98)

R’000
Sale of goods
Construction contracts
Revenue
Materials
Subcontractor
Plant cost
Payroll cost
Depreciation
Amortisation
Legal and professional fees
Audit and accounting fees
Site and office costs
Transport
Travel
Machinery and equipment
Impairment of trade and contract receivables
Other administration expenses
Operating expenses
Other income
Loss from equity-accounted investments
Impairment of intangible assets
Impairment of goodwill
Finance income
Finance cost

Loss per share (Rands)
Basic
Diluted

CIG INTEGRATED ANNUAL REPORT 2019

131

Group statement of comprehensive income
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited

R’000
Loss for the year
Other comprehensive income (gross and
net of taxation):
Items that may not subsequently be reclassified to profit or loss
– Remeasurements of net defined benefit obligation

4 months
ended
31 December
2019
(284 131)

417

12 months
ended
31 August
2019
(1 342 985)

838

Items that may subsequently be reclassified to profit or loss
– Exchange differences on translating foreign operations

(23 344)

40 443

Other comprehensive income for the year – net of taxation

(22 927)

41 281

Total comprehensive loss for the year

(307 058)

(1 301 704)

Total comprehensive loss attributable to:
Equity shareholders of CIG Limited
Non-controlling interest

(303 883)
(3 175)

(1 290 006)
(11 698)

Total comprehensive loss for the year

(307 058)

(1 301 704)
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Group statement of financial position
AT 31 DECEMBER 2019

GROUP
Audited
R’000
ASSETS
Non-current assets
Property, plant and equipment
Right of use assets
Goodwill
Intangible assets
Investments in joint arrangements
Loans and receivables at amortised cost
Deferred taxation
Current assets
Inventories
Current taxation receivable
Contract and other debtors
Contract work in progress
Trade and other receivables
Cash and cash equivalents
Total assets
EQUITY AND LIABILITIES
Equity
Equity attributable to equity holders of parent
Share capital
Foreign currency translation reserve
Share-based payment reserve
Accumulated loss
Equity shareholders
Non-controlling interest
Liabilities
Non-current liabilities
Borrowings
Contingent consideration (vendor loan)
Lease liability
Other non-current liabilities
Retirement benefit obligation
Deferred taxation
Provisions
Current liabilities
Borrowings
Contingent consideration (vendor loan)
Current taxation payable
Lease liability
Trade and other payables
Provisions
Amounts received in advance
Amounts due to contract customers
Bank overdraft

31 December
2019

31 August
2019

505 873
134 130
613 237
104 293
484 603
8 861
9 443

521 068
–
613 237
111 144
562 184
7 900
3 444

1 860 440

1 818 977

312 187
28 697
656 847
212 548
460 106
481 545

312 208
38 250
869 498
490 004
527 839
765 668

2 151 930

3 003 467

4 012 370

4 822 444

3 094 759
82 840
60 958
(2 978 034)

3 094 759
105 118
60 958
(2 686 193)

260 523
(25 611)

574 642
(22 437)

234 912

552 205

375 011
–
110 315
1 246
14 485
66 349
15 397

393 424
74 828
–
2 182
14 439
65 382
15 174

582 803

565 429

1 311 875
12 600
50 771
33 772
910 499
374
31 092
322 499
521 173

1 409 714
–
50 698
–
1 121 405
419
168 439
286 755
667 380

3 194 655

3 704 810

Total liabilities

3 777 458

4 270 239

Total equity and liabilities

4 012 370

4 822 444
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Group statement of cash flow
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited

R’000
Cash flow from operating activities
Cash generated/(utilised) from operations
Finance income
Finance costs
Taxation refunded/(paid)

4 months
ended
31 December
2019

12 months
ended
31 August
2019

53 385
16 703
(108 771)
3 945

(326 388)
36 066
(296 708)
(26 493)

Cash effect from operating activities

(34 738)

(613 523)

Cash flow from investing activities
Acquisition of property, plant and equipment
Proceeds on sale of property, plant and equipment
Development of intangible assets
Distributions from investment in joint arrangements

(35 332)
3 953
(5 232)
8 656

(89 030)
24 178
(23 481)
29 635

Cash effect from investing activities

(27 955)

(58 698)

Cash flow from financing activities
Proceeds on share issue
Repayment of borrowings
Repayment of finance leases liabilities
Instalment sale liabilities raised

–
(84 531)
(11 653)
–

765 833
(21 463)
(9 579)
925

Cash effect from financing activities

(96 184)

735 716

Effect of exchange rates on cash balances
Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning
of the year
Total cash and cash equivalents at the end
of the year

134

20 961

(5 869)

(137 916)

57 626

98 288

40 662

(39 628)

98 288

Group statement of changes in equity
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

R’000
GROUP
Balance as at 1 September 2018
restated

Foreign
currency
Share translation
reserve
capital

Sharebased
payment
reserve

Accumulated
income/
(loss)

NonEquity
share- controlling
interest
holders

2 328 926

64 734

–
–
765 833
–

–
40 384
–
–

Balance as at 31 August 2019

3 094 759

105 118

60 958 (2 686 193)

574 642

(22 437)

552 205

Balance as at 1 September 2019,
as previously reported

3 094 759

105 118

60 958 (2 686 193)

574 642

(22 437)

552 205

–

–

3 094 759

105 118

Loss for the year
Other comprehensive income
Issue of shares
Distribution to non-controlling interest

Impact of change in accounting policy
Balance as at 1 September 2019

–
–

Loss for the year
Other comprehensive income
Balance as at 31 December 2019

3 094 759

–
(22 278)
82 840

60 958 (1 355 803) 1 098 815

Total
equity

–
–
–
–

–

(1 331 228) (1 331 228)
838
41 222
–
765 833
–
–

(10 235)

60 958 (2 696 428)
–
–

(282 023)
417

60 958 (2 978 034)

(10 235)

(8 239) 1 090 576
(11 757) (1 342 985)
59
41 281
–
765 833
(2 500)
(2 500)

–

(10 235)

564 407

(22 437)

541 970

(282 023)
(21 861)

(2 108)
(1 066)

(284 131)
(22 927)

260 523

(25 611)

234 912

NON-CONTROLLING INTEREST
The group regularly enters into construction contracts with joint venture partners. The non-controlling interest mainly relates to
the profit share of the joint venture partner, where the group controls such arrangements.

FOREIGN CURRENCY TRANSLATION RESERVE
Non-distributable reserve arising from the translation of the assets and liabilities attributable to foreign operations to the
presentation currency.
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Determination of group headline loss
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited

R’000
Loss for the year attributable to equity holders
Adjusted for
Profit on disposal of property, plant and equipment
Impairment of goodwill
Impairment of intangible assets
Taxation effect on adjustments
Headline loss for the year attributable to equity holders
Weighted average number of ordinary shares (’000)*
Headline and diluted headline loss per share (R)

4 months
ended
31 December
2019

12 months
ended
31 August
2019

(282 023)
(2 350)

(1 331 228)
105 434

(3 264)
–
–
914

(270)
66 241
39 387
76

(284 373)
396 159

(1 225 795)
334 789

(0,72)

(3,66)

* Opening shares
Weighted average number of shares during the year – rights issue

396 159
–

196 159
138 630

Weighted average number at the end of year

396 159

334 789
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Group capital expenditure and depreciation
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited

R’000
Capital expenditure for the period
Capital expenditure committed or authorised for the next year
Depreciation and amortisation for the period

4 months
ended
31 December
2019

12 months
ended
31 August
2019

40 563
35 204
45 349

112 511
28 721
105 485
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Group segmental analysis
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019
FINANCIAL PERFORMANCE: GROUP REVENUE AND EBITDA*
Audited
4 months ended
31 December 2019

12 months ended
31 August 2019

Revenue

EBITDA*

Revenue

EBITDA*

662 864

(183 247)

2 446 243

(637 685)

523 212
125 193
14 459

(182 986)
(192)
(69)

1 923 173
488 157
34 913

(725 326)
106 871
(19 230)

Building Materials(2)
Oil & Gas
Rail(1)
Corporate

183 510
–
109 043
–

14 918
–
7 284
29 734

483 410
–
238 921
–

42 001
–
(107 338)
(114 936)

Total

955 417

(131 311)

3 168 574

(817 958)

Reconciliation from EBITDA* to loss after taxation
EBITDA*
Amortisation and depreciation
Impairment of goodwill
Profit from equity-accounted investments – Power CIGenCo
Loss from equity-accounted investments – Oil & Gas
Finance income
Finance cost
Taxation

(131 311)
(45 349)
–
886
(10 627)
16 703
(110 571)
(3 862)

–
–
–
–
–
–
–
–

(817 958)
(105 485)
(66 241)
92
(29 149)
36 066
(296 708)
(63 603)

Loss after taxation

(284 131)

–

(1 342 985)

R’000
GROUP
Power
Conco
Conlog(2)
Other(1)
(1)

* Earnings before interest, taxation, depreciation and amortisation.
(1) Revenue recognised at a point in time.
(2) Revenue recognised over time.

This measure is used by the chief operating decision maker as the benchmark of profitability.
The segmental information presented includes a reconciliation of International Financial Reporting Standards (IFRS) measures
presented on the face of the income statement to non-IFRS measures like EBITDA, which are used by the chief operating
decision makers (who are the managing director of the business units) to analyse the group’s performance.
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Audited

R’000

4 months
ended
31 December
2019

12 months
ended
31 August
2019

646 714
308 703

2 197 008
971 567

955 417

3 168 575

GROUP
Revenue recognised over time (1)
Revenue recognised at a point in time (2)

Audited
4 months
ended
31 December
2019

R’000
GROUP
Revenue
South Africa
Rest of Africa
Rest of the world

12 months
ended
31 August
2019*

649 326
289 389
16 702

2 173 146
908 759
86 669

955 417

3 168 574

* Figures have been represented to disclose the country in which the project is located rather than the country in which the statutory entity is incorporated.

FINANCIAL POSITION: TOTAL ASSETS AND TOTAL LIABILITIES
Audited
31 December 2019
R’000
GROUP
Power
Conco
Conlog
Other
Building Materials
Oil & Gas
Rail
Corporate

31 August 2019

Total
assets

Total
liabilities

Total
assets

Total
liabilities

2 411 166

2 262 546

2 823 185

2 616 565

1 126 464
1 240 527
44 175

1 924 481
333 527
4 538

1 595 613
1 179 829
47 743

2 361 090
250 592
4 883

659 335
454 152
168 486
319 231

135 211
–
56 821
1 322 880

673 085
532 031
211 039
583 104

152 702
–
119 729
1 381 242

4 012 370

3 777 458

4 822 444

4 270 239

CIG INTEGRATED ANNUAL REPORT 2019

139

Group statistics
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019

GROUP
Audited

R’000
’000
Number of ordinary shares
Shares in issue
Less shares held by share trusts
Weighted average number of shares
Fully diluted weighted average number of shares
R
Loss per share
Fully diluted loss per share
Headline loss per share
Fully diluted headline loss per share
Net asset value per share**
** -Net asset value relates to that attributable to equity holders of the parent

140

4 months
ended
31 December
2019

12 months
ended
31 August
2019

396 159

396 159

402 091
(5 932)

402 091
(5 932)

396 159
396 159

344 789
344 789

(0,71)
(0,71)
(0,72)
(0,72)
0,65

(3,98)
(3,98)
(3,66)
(3,66)
1,45

Notes to the summary consolidated annual
financial statements
FOR THE FOUR MONTH PERIOD ENDED 31 DECEMBER 2019
BASIS OF PREPARATION
The summary consolidated financial statements are prepared
in accordance with the JSE Limited’s (JSE) requirements for
summary financial statements, and the requirements of the
Companies Act applicable to summary financial statements.
The JSE requires summary financial statements to be
prepared in accordance with the framework concepts and the
measurement and recognition requirements of International
Financial Reporting Standards, the SAICA Financial Reporting
Guides as issued by the Accounting Practices Committee and
Financial Pronouncements as issued by the Financial
Reporting Standards Council, and to also, as a minimum,
contain the information required by IAS 34 Interim Financial
Reporting. The accounting policies applied in the preparation
of the consolidated financial statements, from which the
summary consolidated financial statements were derived, are
in terms of International Financial Reporting Standards and
are consistent with the accounting policies applied in the
preparation of the previous consolidated annual financial
statements other than the adoption of certain standards and
interpretations which became effective during the current
period, in particular the adoption of IFRS 16: Leases.

Adoption of IFRS 16: LEASES
The group has adopted IFRS16: Leases using the modified
retrospective approach from 1 September 2019, and has not
restated comparatives for the 2019 reporting year, as
permitted under the specific transition provisions in the
standard. The reclassifications and the adjustments arising
from the new leasing rules are therefore recognised in the
opening balance sheet on 1 September 2019.
On adoption of IFRS 16, the group recognised lease liabilities
in relation to leases which had previously been classified as
‘operating leases’ under the principles of IAS 17 Leases.
These liabilities were measured at the present value of the
remaining lease payments, discounted using the lessee’s

incremental borrowing rate as of 1 September 2019. The
weighted average lessee’s incremental borrowing rate
applied to the lease liabilities on 1 September 2019
was 10.25%.
For leases previously classified as finance leases the entity
recognised the carrying amount of the lease asset and lease
liability immediately before transition as the carrying amount
of the right of use asset and the lease liability at the date of
initial application. The measurement principles of IFRS 16 are
only applied after that date.
In applying IFRS 16 for the first time, the group has used the
following practical expedients permitted by the standard:
• applying a single discount rate to a portfolio of leases with
reasonably similar characteristics
• relying on previous assessments on whether leases are
onerous as an alternative to performing an impairment
review – there were no onerous contracts as at
1 September 2019
• accounting for operating leases with a remaining lease
term of less than 12 months as at 1 September 2019 as
short-term leases
• excluding initial direct costs for the measurement of the
right-of-use asset at the date of initial application, and
• using hindsight in determining the lease term where the
contract contains options to extend or terminate the lease.
Right of use assets on adoption were recognised at
R149,6 million.
The group has also elected not to reassess whether a
contract is, or contains a lease at the date of initial
application.
Payments associated with short-term leases of equipment
and vehicle and all leases of low-value assets are recognised
on a straight-line basis as an expense in profit and loss.

The adoption of IFRS 16 had the following impact on the group:
R’000
Operating lease commitments disclosed as at 31 August 2019

173 980

Discounted using the lessee’s incremental borrowing rate of at the date of initial application
Add: finance lease liabilities recognised as at 31 August 2019
(Less): short-term leases not recognised as a liability
(Less): low-value leases not recognised as a liability
Add/(less): contracts reassessed as lease contracts
Add/(less): adjustments as a result of a different treatment of extension and termination options
Add/(less): adjustments relating to changes in the index or rate affecting variable payments
Lease liability recognised as at 1 September 2019
Of which are
Current lease liabilities
Non-current lease liabilities

143 112
25 871
(11 219)
(2 221)
–
–
–
155 543
38 153
117 390
155 543
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Notes to the summary consolidated annual financial statements
continued
Adoption of IFRS 16: Leases continued
Right of use assets/lease liability
GROUP

R’000

4 months
ended
31 December
2019

1 September
2019

109 589
11 518
12 746
277

119 437
15 310
14 573
202

134 130

149 522

33 772
110 315

38 153
117 390

144 087

155 543

Amounts recognised in the Balance Sheet
Right of use assets
Buildings
Plant and machinery
Motor vehicles
IT equipment

Lease Liabilities
Current
Non Current

Opening
Interest
Lease payment

155 543
4 425
(15 881)

–
–
–

Closing

144 087

–

9 848
3 792
1 827
122

–
–
–
–

15 589

–

4 425
11 219

–
–

2 221

–

Depreciation charge of Right of use assets
Buildings
Plant and machinery
Motor vehicles
IT equipment

Interest expense (included in finance cost)
Expense relating to short term leases
Expense relating to leases of low value assets that are not shown in the above short term leases
(included in operating expenses)

The group leases various offices, warehouses, equipment and vehicles. Rental contracts are typically made for fixed periods of
3 months to 5 years, but may have extension options.
The group allocates the consideration in the contract to the lease and non-lease components based on their relative
stand-alone prices.
However, for leases of buildings for which the group is a lessee, it has elected not to separate lease and non-lease components
and instead accounts for these as a single lease component.
 ease terms are negotiated on an individual basis and contain a wide range of different terms and conditions. The lease
L
agreements do not impose any covenants other than the security interests in the leased assets that are held by the lessor.
Leased assets may not be used as security for borrowing purposes.
Until the August 2019 financial year, leases of property, plant and equipment were classified as either finance leases or
operating leases. From 1 September 2019, leases are recognised as a right-of-use asset and a corresponding liability at the date
at which the leased asset is available for use by the group.
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The summary consolidated annual financial statements have
been prepared on the historical cost basis, except for certain
items, that are stated at fair value, and are presented in South
African Rand, which is the parent company’s presentation
currency.
The summary consolidated annual financial statements
should be read with the full set of annual financial statements
as available on the company’s website.

GOING CONCERN
At 31 December 2019 the group's total assets exceeded total
liabilities by R234,9 million. However, current liabilities
exceeded its current assets by R1,0 billion. This is an
indication that the group may require further funding to settle
its current obligations and continue as a going concern. This
negative position is as a result of significant losses incurred
by Conco over the last three years and the short-term
maturity profile of the group’s debt portfolio which requires
restructuring.
To address this:
• Key remedial action plans have been implemented to
recover against these contract adjustments and mitigate
any contract cash outflows. These actions are monitored
regularly by CIG management and the Conco CEO.
• The company has engaged with its lenders, being the bond
holders of the previously listed CIG DMTN bond
programme and the local bank lenders to Conco to
restructure short term debt. This restructuring would
result in a substantial portion of the short term debt owed
by the company, and a portion of the debt owed by Conco,
to be converted to term debt. A value of R700 million will
be reclassified from short-term debt to long term debt. In
addition, the lenders support the group by maintaining
other short term debt facilities in place under the group's
current term agreement and conditions. In return, the
group would provide certain assets as security for the
term debt.
The events, conditions, judgements and assumptions
described give rise to a material uncertainty around
management’s ability to successfully implement its turnaround strategy , including finalisation of funding facilities
with lenders, which may cast significant doubt on the group
and the company’s ability to continue as a going concern and,
therefore it may be unable to realise its assets and discharge
its liabilities in the normal course of business.

ESTIMATES AND CONTINGENCIES
The group makes estimates and assumptions concerning the
future, particularly regarding construction contract profit
taking, provisions and arbitrations. Accounting estimates and
judgements can, by definition, only approximate results, as
the actual results may differ from such estimates. Estimates
and judgements are continually evaluated and are based on
historic experience and other factors, including expectations
of future events that are believed to be reasonable under the
circumstances.
Total financial institution guarantees offered to third parties
on behalf of subsidiary companies amounted to R1,8 billion at
31 December 2019 (31 August 2019: R2,1 billion).

GOODWILL
Goodwill is initially measured at cost, being the excess of the
cost of the business combination over the company’s interest
of the net fair value of the identifiable assets, liabilities and
contingent liabilities. Subsequently goodwill is carried at cost
less any accumulated impairment. The full goodwill value was
assessed as recoverable.

JOINT ARRANGEMENTS
The group’s joint ventures are accounted for using the equity
method after initially being recognised at cost in the
consolidated statement of financial position.

STATED CAPITAL
The authorised and issued share capital is as follows:

Authorised
600 million no par value shares (as at 31 August 2019: 600
million)

Issued
402 091 069 ordinary shares of no par value (as at 31 August
2019: 402 091 069 shares) All shares have been fully paid up.
5 932 055 shares (as at 31 August 2019: 5 932 055) are held
as treasury stock in terms of the trust deeds.

The directors have considered the financial plans and
forecasts, the actions taken by the group, and based on the
information available to them, are of the opinion that the
going concern assumption is appropriate in the preparation of
the financial statements. Refer to note 1 in the annual
financial statements available online at www.ciglimited.co.za
for the going concern assessment. The board is not aware of
any new material changes that may adversely impact the
group.
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Notes to the summary consolidated annual financial statements
continued
BORROWINGS
The group maintains the following interest-bearing borrowings:
R’000

31 December
2019

31 August
2019

762 632
924 254
–

848 865
928 402
25 871

1 686 886

1 803 138

1 311 875
375 011

1 409 714
393 424

1 686 886

1 803 138

Secured loan bearing interest at rates ranging from 3% to 12%
Unsecured loans bearing interest at rates ranging from 10% to 11%
Instalment sales

Current liabilities
Non-current liabilities

Movement in borrowings
GROUP
Unsecured
loans

Secured
loans

Instalment
sale

Total

Balance at 31 August 2018

928 402

887 243

32 894

1 848 539

Capital raised
Capital paid
Forex and non-cash movement
Interest accrued
Interest paid

–
–
–
100 508
(100 508)

–
(21 463)
(16 915)
84 702
(84 702)

925
(9 579)
–
4 009
(2 378)

925
(31 042)
(16 915)
189 219
(187 588)

Balance at 31 August 2019

928 402

848 865

25 871

1 803 138

Balance as at 1 September 2019, as previously reported

928 402

848 865

25 871

1 803 138

(25 871)

(25 871)
1 777 267

R’000

Impact of change in accounting policy
Adjusted balance as at 1 September 2019

928 402

848 865

–

Capital paid
Forex and non-cash movement
Interest accrued
Interest paid

(4 148)
–
29 163
(29 163)

(80 383)
(5 850)
29 948
(29 948)

–
–
–
–

Balance at 31 December 2019

924 254

762 632

–
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(84 531)
(5 850)
59 111
(59 111)
1 686 886

2020
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The board of directors is pleased to announce that it and
Conco are in the process of finalising binding legal
agreements for the restructure of portion of this interestbearing debt, which agreements will be subject to normal
conditions precedent. It is anticipated that the legal
agreements will be concluded by 31 March 2020, or such
later date as agreed between the relevant parties. The
restructured debt will provide the group with an improved
liquidity profile. Certain assets held by the company will be
provided as security for the revised term debt.

RELATED PARTY TRANSACTIONS
Related parties to the group are identified as the group’s
directors and prescribed officers, subsidiaries, joint ventures
and associates. Disclosure of transactions with these parties
during the year is provided in the group annual financial
statements available online at www.ciglimited.co.za

NON-COMPLIANCE

CHANGE IN YEAR END AND ANNUAL GENERAL MEETING
Shareholders are reminded that CIG has changed its financial
year end from 31 August to 31 December. The reason for the
change in the financial year end is to align the company’s
financial reporting periods with those of its major shareholder.
To comply with paragraph 3.15 of the JSE Listings Requirements,
CIG has:
• published reviewed summarised annual financial
statements for the 12 months ended 31 August 2019 on
2 December 2019;
• published and distributed audited annual financial
statements for the 12 months ended 31 August 2019 on
20 December 2019.
CIG will:
• publish and distribute audited summarised annual financial
statements for the four months ended 31 December 2019
on 28 February 2020;

The board is not aware of any material non-compliance with
statutory or regulatory requirements. The board is not aware
of any pending changes in legislation in any of the major
countries in which it operates that may affect the group.

• publish the audited annual financial statement for the four
months ending 31 December 2019 on 28 February 2020;

EVENTS AFTER REPORTING DATE

Given that the change of financial year end results in
a four-month financial year end to 31 December 2019,
CIG sought, and obtained, a dispensation from the JSE from
compliance with the corporate governance disclosures
typically found in an integrated annual report and from the
requirement to distribute the notice of annual general
meeting within six months of year end for the 12 months
ended 31 August 2019.

On 5 December 2019 the group announced that it had entered
into various agreements with Wearne Aggregates Proprietary
Limited to purchase the latter’s quarry business, property and
mining rights for an aggregate compensation of R50 million.
In January 2020 the first portion of the acquisition was
implemented with the acquisition of property, plant and
equipment for R9 million.
Negotiations with the group’s lenders referred to under
borrowings are ongoing.

• publish interim results for the six months ending
30 June 2020 within three months of 30 June 2020.

Instead an integrated annual report containing the
summarised audited annual financial statements for the
12 months ended 31 August 2019 and the four months ended
31 December 2019, was to be and has been distributed to
shareholders by no later than 28 February 2020. The notice
of annual general meeting will also be distributed by no later
than 28 February 2020 and includes resolutions required
for both the 31 August 2019 and the 31 December 2019
financial year ends.
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Analysis of shareholders
AT 31 DECEMBER 2019

Number of
shareholdings

% of total
shareholdings

Number of
shares

% of issued
capital

1 – 1 000
1 001 – 10 000
10 001 – 100 000
100 001 – 1 000 000
Over 1 000 000

1 325
933
315
77
33

49,39
34,77
11,74
2,87
1,23

409 044
3 454 004
9 779 033
21 333 850
367 115 138

0,10
0,86
2,43
5,31
91,30

Total

2 683

100,00

402 091 069

100,00

Assurance Companies
BEE Entities
Close Corporations
Collective Investment Schemes
Control Accounts
Custodians
Foundations & Charitable Funds
Hedge Funds
Insurance Companies
Investment Partnerships
Managed Funds
Private Companies
Retail Shareholders
Retirement Benefit Funds
Scrip Lending
Sovereign Funds
Stockbrokers & Nominees
Treasury
Trusts

4
1
24
19
1
15
9
1
1
20
13
98
2 313
10
1
1
14
1
137

0,15
0,04
0,89
0,71
0,04
0,56
0,34
0,04
0,04
0,75
0,48
3,65
86,21
0,37
0,04
0,04
0,52
0,04
5,11

1 251 780
15 060 112
642 778
51 299 854
2
188 546 877
2 200 261
360 000
2 249 568
128 170
5 855 032
74 647 969
27 897 453
7 013 330
27 594
8 257
13 444 129
5 932 055
5 525 848

0,31
3,75
0,16
12,76
0,00
46,89
0,55
0,09
0,56
0,03
1,46
18,56
6,94
1,74
0,01
0,00
3,34
1,48
1,37

Total

2 683

100,00

402 091 069

100,00

Non-public shareholders

5

0,19

294 621 658

73,29

Directors of the company
Treasury shares

2
1

0,07
0,04

75 989 597
5 932 055

18,90
1,48

Empowerment entity
Beneficial holder with a holding > 3%

1
1

0,04
0,04

15 060 112
197 639 894

3,75
49,16

Public shareholders

2 678

99,81

107 469 411

26,71

Total

2 683

100,00

402 091 069

100,00

SHAREHOLDER SPREAD

DISTRIBUTION OF SHAREHOLDERS

SHAREHOLDER TYPE
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Number of
shares

% of issued
capital

Fairfax Africa Investments Proprietary Limited
Old Mutual Investment Group
Investec Asset Management

16 394 969
15 443 346
15 440 974

4,08
3,84
3,84

Total

47 279 289

11,76

Bank of New York (custodian on behalf of Fairfax)
PGR 2 Investment Proprietary Limited
Fairfax Africa Investments Proprietary Limited
Investec
Nala Empowerment Investment Company Proprietary Limited
Old Mutual Group
Melco Investments Limited

178 995 357
55 300 920
16 394 969
15 771 773
15 060 112
13 892 046
12 327 016

44,52
13,75
4,08
3,92
3,75
3,45
3,07

Total

307 742 193

76,54

Directors of the company
R Gamsu
S Melnick

4 960 999
71 028 598

1,23
17,66

Total

75 989 597

18,90

5 932 055

1,48

15 060 112

3,75

Beneficial shareholder with a holding greater than 3% of the issued shares
Fairfax Africa Investments Proprietary Limited
Bank of New York (custodian on behalf of Fairfax)
Bryte Insurance company (an affiliate of Fairfax)

16 394 969
178 995 357
2 249 568

4,08
44,52
0,56

Total

197 639 894

49,16

FUND MANAGERS WITH A HOLDING GREATER THAN 3%
OF THE ISSUED SHARES

BENEFICIAL SHAREHOLDERS WITH A HOLDING GREATER THAN 3%
OF THE ISSUED SHARES

NON-PUBLIC SHAREHOLDERS BREAKDOWN

Treasury shares
Consolidated Infrastructure Group Limited
Empowerment entity
Nala Empowerment Investment Company Proprietary Limited
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Notice of the annual general meeting
FOR THE TWELVE MONTHS ENDED 31 AUGUST 2019 AND FOUR MONTHS ENDED 31 DECEMBER 2019

Consolidated
Infrastructure
Group Limited

CONSOLIDATED INFRASTRUCTURE GROUP LIMITED
Incorporated in the Republic of South Africa)
(Registration number: 2007/004935/06)
JSE share code: CIL | ISIN: ZAE000153888
(“CIG” or “the company” or “the group”)

DIRECTORS OF THE COMPANY
Executive
Raoul Gamsu (CEO), Cristina Teixeira (CFO)

Non-executive
Michael Wilkerson (Chairman), Trent Hudson, Ahmad Mazhar, Quinn McLean, Sean Melnick

Independent non-executive
John Beck, Kofi Bucknor, Roger Hogarth, Kevin Kariuki, Judy Nwokedi
Notice is hereby given that the annual general meeting of
shareholders of the company will be held at the registered
office of Consolidated Infrastructure Group Limited, First
Floor, 30 Melrose Boulevard, Melrose Arch 2196, at 14:00 on
Monday, 23 March 2020 (the “annual general meeting”), to
consider and, if deemed fit, pass, with or without modification,
the ordinary and special resolutions set out below and to deal
with such other business as may be lawfully dealt with at the
meeting.
Presentation to shareholders of:
• The consolidated annual financial statements of the
company and its subsidiaries for the twelve months
ended 31 August 2019 and the four months ended
31 December 2019

RESOLUTIONS FOR CONSIDERATION AND ADOPTION
1. 	ORDINARY RESOLUTION NUMBER 1: Adoption of the
annual financial statements
1.1 ORDINARY RESOLUTION NUMBER 1.1
“RESOLVED that the annual financial statements of the
company for the twelve months ended 31 August 2019,
including the auditor’s report, directors’ report, report
of the audit and risk committee and the report of the
social and ethics committee, be and are received and
adopted.”
1.2

• Directors’ reports
• Independent auditor’s reports
• Audit and risk committee reports
• Social and ethics committee report
contained in the 2019 integrated annual report of the company
addressing the twelve months ended 31 August 2019 and the
four months ended 31 December 2019 (the 2019 integrated
annual report)
The complete annual financial statements are available on
https://www.ciglimited.co.za/annual-results/

IMPORTANT DATES TO NOTE
Record date for receipt of
notice purposes

Friday,
21 February 2020

Last day to trade in order to be eligible
to participate in and vote at the
annual general meeting

Wednesday,
11 March 2020

Record date for voting purposes (“voting Friday, 13 March
record date”)
2020
Annual general meeting held at 14:00 on Monday,
23 March 2020
Results of annual general meeting
released on SENS on or before
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Tuesday,
24 March 2020

ORDINARY RESOLUTION NUMBER 1.2
“RESOLVED that the annual financial statements of the
company for the four months ended 31 December
2019, including the auditor’s report, directors’ report,
report of the audit and risk committee and the report of
the social and ethics committee, be and are received
and adopted.”

2. 	ORDINARY RESOLUTION NUMBER 2: Re-election of
directors
Kevin Kariuki, Roger Hogarth, Trent Hudson, and Quinn
McLean retire by rotation at this annual general
meeting in accordance with the provisions of clause
26.11 of the company’s Memorandum of Incorporation.
Having so retired and being eligible, Roger Hogarth,
Trent Hudson, and Quinn McLean offer themselves for
re-election.
2.1

ORDINARY RESOLUTION NUMBER 2.1
“RESOLVED that Roger Hogarth be and is hereby
re-elected as a director of the company with effect
from 23 March 2020.”

2.2

ORDINARY RESOLUTION NUMBER 2.2
“RESOLVED that Trent Hudson be and is hereby
re-elected as a director of the company with effect
from 23 March 2020.”

2.3

ORDINARY RESOLUTION NUMBER 2.3
“RESOLVED that Quinn McLean be and is hereby
re-elected as a director of the company with effect
from 23 March 2020.”

The board of directors has considered the performance
of the directors standing for re-election and has found
them suitable and recommends them for
reappointment. A brief CV of each director standing for
re-election appears on page 14 and 15 and page 88 and
89 of this integrated annual report.
In order for ordinary resolution numbers 2.1 to 2.3 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.
3. 	ORDINARY RESOLUTION NUMBER 3: Confirmation of
appointment as a director
3.1 ORDINARY RESOLUTION NUMBER 3.1
“RESOLVED that Cristina Teixeira be confirmed as a
director and chief financial officer of the company with
effect from 2 April 2019.”
In order for ordinary resolution number 3.1 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.
4. 	ORDINARY RESOLUTION NUMBER 4: Election of group
audit and risk committee members subject, where
necessary, to their reappointment as directors of the
company in terms of ordinary resolution 2 above
To elect by separate resolutions a group audit and risk
committee comprising independent non-executive
directors, as provided in section 94(4) of the Companies
Act, No 71 of 2008 (as amended) (“the Companies Act”)
and appointed in terms of section 94(2) of the
Companies Act to hold office until the next annual
general meeting to perform the duties and
responsibilities stipulated in section 94(7) of the
Companies Act and the King IV Report on Governance
for South Africa 2016 and to perform such other duties
and responsibilities as may from time to time be
delegated by the board of directors for the company
and all subsidiary companies.
4.1 	ORDINARY RESOLUTION NUMBER 4.1
“RESOLVED that Roger Hogarth be and is hereby
elected as a member and chairperson of the group
audit and risk committee of the company, subject to the
re-election as a director of the company pursuant to
ordinary resolution 2.1.”
4.2 	ORDINARY RESOLUTION NUMBER 4.2
“RESOLVED that Judy Nwokedi be and is hereby elected
as a member of the group audit and risk committee of
the company.”
In order for ordinary resolution number 4.1 to 4.2 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.

5. 	ORDINARY RESOLUTION NUMBER 5: Approval of
remuneration policy
“RESOLVED through a non-binding advisory vote, the
company’s remuneration policy (excluding the
remuneration of non-executive directors for their
services as directors and members of the board or
board committees), as set out in the remuneration
report contained on pages 108 to 115 of this integrated
annual report be and is hereby approved.”
This ordinary resolution is of an advisory nature only
and although the board will take the outcome of the
vote into consideration when determining the
remuneration policy, failure to pass this resolution will
not legally preclude the company from implementing
the remuneration policy as contained in the integrated
annual report.
In the event of 25% or more of the total voting rights
exercised against ordinary resolution number 5, the
directors are committed to engaging actively with
shareholders in this regard in order to address all
legitimate and reasonable objections and concerns.
6. 	ORDINARY RESOLUTION NUMBER 6: Approval of the
remuneration implementation report
“Resolved that, in accordance with the principles of
King IV and through a non-binding advisory vote, the
remuneration implementation report, as detailed on
pages 116 to 125 of the 2019 integrated annual report,
be and is hereby approved.”
In terms of King IV, advisory votes should be obtained
from shareholders regarding the company’s
remuneration implementation report. The votes allow
shareholders to express their views on the
remuneration policy and the remuneration
implementation report.
In the event of 25% or more of the total voting rights
exercised against ordinary resolution number 6, the
directors are committed to engaging actively with
shareholders in this regard in order to address all
legitimate and reasonable objections and concerns.
7. 	ORDINARY RESOLUTION NUMBER 7: Appointment
of auditors
As set out in the group audit and risk committee report
in the audited annual financial statements, contained
online at www.ciglimited.com, the group audit and risk
committee has assessed PricewaterhouseCoopers
Incorporated’s performance, independence and
suitability and has nominated them for appointment as
independent external auditors of the group, to hold
office until the next annual general meeting under
section 90 of the Companies Act and pursuant to the
provisions of paragraph 3.84(g)(iii) of the JSE Listings
Requirements.
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“RESOLVED that PricewaterhouseCoopers Incorporated,
with the designated audit partner being Andries
Rossouw, be and is hereby appointed as independent
external auditors of the group for the ensuing year.
In order for ordinary resolution number 7 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.
8. 	ORDINARY RESOLUTION NUMBER 8: Control of
authorised but unissued shares
“RESOLVED that, save for any pro rata issue of shares,
10% of the authorised but unissued shares in the
capital of the company, as of the date of this notice of
annual general meeting, excluding treasury shares, be
and are hereby placed under the control and authority
of the directors of the company and that the directors
of the company be and are hereby authorised and
empowered to allot, issue and otherwise dispose of
such shares to such person or persons on such terms
and conditions and at such times as the directors of the
company may from time to time and at their discretion
deem fit, subject to the provisions of the Companies
Act, the Memorandum of Incorporation of the company
and the JSE Limited (“JSE”) Listings Requirements,
when applicable.
In order for ordinary resolution number 8 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.
9. 	ORDINARY RESOLUTION NUMBER 9: Authority to sign
all documents required
“RESOLVED that any one of the directors and/or the
group company secretary be and is hereby authorised
to do all such things and sign all documents and
procure the doing of all such things and the signature
of all such documents as may be necessary or
incidental to give effect to all ordinary and special
resolutions to be proposed at the annual general
meeting at which this resolution will be proposed.”
In order for ordinary resolution number 9 to be
adopted, the support of more than 50% of the total
number of votes exercisable by shareholders, present
in person or by proxy, is required.
10.	ORDINARY RESOLUTION NUMBER 10: General
authority to issue shares for cash
“RESOLVED that, subject to the restrictions set out
below and subject to the provisions of the Companies
Act, and the JSE Listings Requirements, the directors of
the company be and are hereby authorised, until this
authority lapses at the next annual general meeting of
the company, provided that this authority shall not
extend beyond 15 months from the date of passing of
this ordinary resolution, to allot and issue shares of the
company for cash on the following bases:
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• The shares which are the subject of the issue for
cash must be of a class already in issue or, where
this is not the case, must be limited to such shares
or rights as are convertible into a class already in
issue.
• The allotment and issue of shares for cash shall be
made only to persons qualifying as “public
shareholders”, as defined in the JSE Listings
Requirements, and not to “related parties
• Shares which are the subject of general issues for
cash shall not exceed 40 209 107 shares, being 10%
of the company’s issued shares as at the date of this
notice of annual general meeting, excluding treasury
shares, provided that:
–– any shares issued under this authority, prior to
this authority lapsing, shall be deducted from the
shares the company is authorised to issue in
terms of this authority, being 40 209 107 shares;
and
–– in the event of a sub-division or consolidation of
shares prior to this authority lapsing, the existing
authority shall be adjusted accordingly to
represent the same allocation ratio.
• The maximum discount at which shares may be
issued is 10% of the weighted average traded price
of such shares measured over the 30 business days
prior to the date that the price of the issue is agreed
between the company and the party subscribing for
the shares; and
• After the company has issued shares in terms of
this general authority to issue shares for cash
representing, on a cumulative basis within a
financial year, 5% or more of the number of shares
in issue prior to that issue, the company shall
publish an announcement containing full details of
that issue, including:
–– the number of shares issued;
–– the average discount to the weighted average
traded price of the shares over the 30 business
days prior to the date that the issue is agreed in
writing between the company and the party/ies
subscribing for the shares; and
–– an explanation, including supporting information
(if any), of the intended use of the funds.”
In terms of the JSE Listings Requirements, in order for
ordinary resolution number 10 to be adopted, the
support of at least 75% of the total number of votes
exercisable by shareholders, present in person or by
proxy, is required.

11. 	SPECIAL RESOLUTION NUMBER 1: Authorisation of
non-executive directors’ remuneration
“RESOLVED that the proposed fees of non-executive
directors for their services as directors, in terms of
section 66 of the Companies Act for the year ended
31 December 2020 be approved as follows:

Board meetings –
Chairman
Board meetings – Director
Audit and risk committee
– Chairman
Audit and risk committee
– Member
Social and ethics
committee – Chairman
Social and ethics
committee – Member
Remuneration and
nominations committee –
Chairman
Remuneration and
nominations committee –
Member
Investment committee –
Chairman
Investment committee –
Member

• this must be effected through the order book
operated by the JSE trading system and done
without any prior understanding or arrangement
between the company and the counterparty;
• the company (or any subsidiary) is duly authorised
by its Memorandum of Incorporation to do so;
• this authority shall lapse on the earlier of the date of
the next annual general meeting of the company or
15 months after the date on which this resolution is
passed;

F2020
proposed
fees
(Rand per
annum)

F2019
actual
fees
(Rand per
annum)

500 000
300 000

500 000
300 000

150 000

150 000

100 000

100 000

50 000

50 000

40 000

40 000

70 000

70 000

• a resolution by the board of directors is passed that
the board of directors of the company authorises the
repurchase, that the company and / or the relevant
subsidiary have passed the solvency and liquidity
tests as set out in section 4 of the Companies Act
and that, since the test was performed there have
been no material changes to the financial position of
the group.”

40 000

40 000

RATIONALE FOR THE AUTHORITY

150 000

150 000

100 000

100 000

The approval of the F2020 non-executive directors’ fees
shall be exclusive of Value Added Tax where applicable.
In order for special resolution number 1 to be adopted,
the support of at least 75% of the total number of votes
exercisable by shareholders, present in person or by
proxy, is required.
10. 	SPECIAL RESOLUTION NUMBER 2: General authority
to repurchase shares
“RESOLVED that, subject to compliance with the
JSE Listings Requirements, the Companies Act and the
Memorandum of Incorporation of the company, the
directors of the company be and are hereby authorised
at their discretion to procure that the company or
subsidiaries of the company acquire by repurchase on
the JSE ordinary shares issued by the company
provided that:
• the number of ordinary shares acquired in any one
financial year shall not exceed 20% (twenty percent)
(or 10% where the acquisitions are effected by a
subsidiary) of the ordinary shares in issue at the
date on which this resolution is passed;

• the price paid per ordinary share may not be greater
than 10% (ten percent) above the weighted average
of the market value of the ordinary shares for the
five business days immediately preceding the date
on which a purchase is made;
• at any point in time the company (or any subsidiary)
may appoint only one agent to effect repurchases on
its behalf; and

The rationale for this special resolution is to authorise
the directors, if they deem it appropriate in the interests
of the company, to procure that the company or
subsidiaries of the company acquire or repurchase
ordinary shares issued by the company subject to the
restrictions contained in the above resolution. At the
present time, the directors have no specific intention
with regard to the utilisation of this authority which will
only be used if the circumstances are appropriate. The
directors will only undertake a repurchase if they are of
the opinion that:
• the company and the group will be able to pay their
debts in the ordinary course of business for a period
of 12 months after the date of this notice;
• the recognised and measured assets of the
company and the group in accordance with the
accounting policies used in the latest audited annual
group financial statements, will exceed the liabilities
of the company and the group for a period of
12 months after the date of this notice;
• the ordinary capital and reserves of the company
and the group will be adequate for the purposes of
the business of the company and the group for a
period of 12 months after the date of this notice; and
• the working capital of the company and the group
will be adequate for the purposes of the business
of the company and the group for a period of
12 months after the date of this notice.
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The directors further undertake that:
• the company or the group will not repurchase
securities during a prohibited period as defined in
paragraph 3.67 of the JSE Listings Requirements
unless the company has a repurchase programme in
place where the dates and quantities of securities to
be traded during the relevant prohibited period are
fixed (not subject to any variation) and full details of
the programme have been disclosed to the JSE prior
to the commencement of the prohibited period;
• an announcement will be made when the company,
or any of its subsidiaries, have cumulatively
repurchased 3% of the initial number of the relevant
class of securities, and for each 3% (three percent) in
aggregate of the initial number of that class acquired
thereafter;
• the company will only appoint one agent to effect any
repurchase(s) on its behalf; and
• prior to entering the market to repurchase the
company’s securities, a company resolution to
authorise the repurchase will have been passed in
accordance with the requirements of section 48 of
the Companies Act, and stating that the board has
acknowledged that it has applied the solvency and
liquidity test as set out in section 4 of the Companies
Act and has reasonably concluded that the company
will satisfy the solvency and liquidity test immediately
after completing the proposed distribution and that
since the test was performed there have been no
material changes to the financial position of
the group.

DISCLOSURES REQUIRED IN TERMS OF THE
JSE LISTINGS REQUIREMENTS
The following information is provided in accordance
with paragraph 11.26 of the JSE Listings Requirements
and relates to special resolution number 2 above. The
following disclosures, required in terms of the JSE
Listings Requirements, are set out in accordance with
the reference pages in this integrated annual report of
which this notice forms part:
• major shareholders of the company (pages 146
to 147); and
• share capital of the company (page 143).

resolution and additional disclosure in terms of
paragraph 11.26 of the JSE Listings Requirements
pertaining thereto contain all information required by
law and the JSE Listings Requirements.

MATERIAL CHANGES
Other than the facts and developments reported on in
these annual financial statements, there have been no
material changes in the affairs, financial or trading
position of the group since the signature date of this
integrated annual report and the posting date thereof.
In order for special resolution number 2 to be adopted,
the support of at least 75% of the total number of votes
exercisable by shareholders, present in person or by
proxy, is required.
13. 	SPECIAL RESOLUTION NUMBER 3: General authority
to provide financial assistance to related and
interrelated companies
	“RESOLVED as a special resolution in terms of the
Companies Act that the provision by the company of
any direct or indirect financial assistance as
contemplated in section 45 of the Companies Act to any
1 (one) or more related or inter-related companies of
the company, be and is hereby approved, provided that:
1.
		

(ii) 	the form, nature and extent of such financial
assistance;

		

(iii) 	the terms and conditions under which such
financial assistance is provided

		are determined by the board of directors of the
company from time;
2. 	the board has satisfied the requirements of
section 45 of the Companies Act in relation to the
provision of any financial assistance;
3. 	such financial assistance to a recipient thereof is,
in the opinion of the board of directors of the
company, required for the purpose of:
		

(i) 	meeting all or any of such recipient’s
operating expenses (including capital
expenditure), and/or

		

(ii) 	funding the growth, expansion,
reorganisation or restructuring of the
businesses or operations of such recipient;
and/or

		

(iii) 	any other purpose, which in the opinion of
the board of directors of the company, is
directly or indirectly in the interests of the
company; and

DIRECTORS’ RESPONSIBILITY STATEMENT
The directors, whose names are given on pages 14 to
15 and 88 to 89 of this integrated annual report,
collectively and individually accept full responsibility for
the accuracy of the information given in special
resolution number 2, and certify that to the best of their
knowledge and belief there are no facts that have been
omitted which would make any statements false or
misleading and that all reasonable enquiries to
ascertain such facts have been made and that this
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(i) 	the specific recipient or recipients of such
financial assistance;

4. 	the authority granted in terms of this special
resolution shall end 2 (two) years from the date
of adoption of this special resolution.”

Rationale for the authority
The rationale for Special Resolution number 3 is to
grant the directors of the company the authority to
provide direct or indirect financial assistance through
the lending of money, guaranteeing of a loan or other
obligation and securing any debt or obligation, to its
subsidiaries, associates and inter-related companies.

Notice in terms of section 45(5) of the Companies
Act in respect of special resolution:
Notice is hereby given to shareholders of the Company
in terms of section 45(5) of the Companies Act of a
resolution adopted by the Board authorizing the
Company to provide such direct or indirect financial
assistance as specified in the special resolution above:
(a)	By the time that this meeting notice is delivered
to shareholders of the Company, the Board will
have adopted a resolution (section 45 Board
resolution) authorizing the company to provide,
at any time and from time to time during the
period of two years commencing on the date on
which the special resolution is adopted, any
direct or indirect financial assistance as
contemplated in section 45 of the Companies Act
to any one or more related or interrelated
companies or corporations of the Company and/
or to any one or more persons related to any
such company or corporation;
(b)	The section 45 Board resolution will be effective
only if and to the extent that special resolution
number 3 is adopted by the shareholders of the
Company, and the provision of any such direct or
indirect financial assistance by the Company,
pursuant to any such resolution, will always by
subject to the Board being satisfied that: (i)
immediately after providing such financial
assistance, the Company will satisfy the solvency
and liquidity test as referred to in section 45(3)(b)
(i) of the Companies Act, and that (ii) the terms
under financial assistance is to be given are fair
and reasonable to the company as referred to in
section 45(3)(b)(ii) of the Companies Act, and that
(iii) in as much as the section 45 Board resolution
contemplates that such financial assistance will
in the aggregate exceed one-tenth of 1% of the
Company’s net worth, the Company hereby
provides notice of the section 45 Board resolution
to shareholders of the Company.

14. 	To transact such other business as may be transacted
at an annual general meeting.

QUORUM
 quorum for the purposes of considering the resolutions
A
above shall consist of three shareholders of the company
personally present or represented by proxy (and if the
shareholder is a body corporate, the representative of the
body corporate) and entitled to vote at the annual general
meeting. In addition, a quorum shall comprise 25% of all
voting rights entitled to be exercised by shareholders
in respect of the resolutions above. The date on which
shareholders must be recorded as such in the register
maintained by the transfer secretaries, Computershare
Investor Services Proprietary Limited (Rosebank Towers,
15 Biermann Avenue, Rosebank 2196), for the purposes of
being entitled to attend, participate in and vote at the annual
general meeting, is Friday 13 March 2020.

IDENTIFICATION, VOTING AND PROXIES
In terms of section 63(1) of the Companies Act, any person
attending or participating in the annual general meeting must
present reasonable satisfactory identification and the person
presiding at the annual general meeting must be reasonably
satisfied that the right of any person to participate in and vote
(as shareholder or as proxy for a shareholder) has been
reasonably verified. Suitable forms of identification will
include valid identity documentation, driver’s licences and
passports.
A form of proxy is attached for the convenience of any
certificated or dematerialised CIG shareholders with
own-name registrations who cannot attend the annual
general meeting, but wish to be represented. For ease of
administration, forms of proxy should be deposited at
Computershare Investor Services Proprietary Limited,
Rosebank Towers, 15 Biermann Avenue, Rosebank 2196,
emailed to proxy@ computershare.co.za or posted to
PO Box 61051, Marshalltown 2107 so as to arrive 48 hours
prior to the meeting. Alternatively, the form of proxy may be
handed to the chairman of the annual general meeting, or the
transfer secretaries, at the annual general meeting prior to
the commencement of the annual general meeting or prior to
the voting on any resolution proposed at the annual general
meeting.
All beneficial owners of CIG shares who have dematerialised
their shares through a central securities depository
participant (CSDP) or broker, other than those with own-name
registration, and all beneficial owners of shares who hold
certificated shares through a nominee, must provide their
CSDP, broker or nominee with their voting instructions, in
accordance with the agreement between the beneficial owner
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and the CSDP, broker or nominee. Should such beneficial
owners wish to attend the meeting in person, they must
request their CSDP, broker or nominee to issue them with the
appropriate letter of representation. CIG does not accept
responsibility and will not be held liable for any failure on the
part of a CSDP or broker to notify such CIG shareholder of the
annual general meeting.

ELECTRONIC PARTICIPATION BY SHAREHOLDERS
In compliance with the provisions of the Companies Act, CIG
intends to offer shareholders reasonable access, through
electronic facilities, to participate in the annual general
meeting by means of a conference call facility. Shareholders
will be able to listen to the proceedings and raise questions
should they wish to do so. Shareholders are invited to indicate
their intention to make use of this facility by applying in
writing (including details on how the shareholder or
representative (including proxy) can be contacted) to the
company secretary by submitting an email to
craig.laidlaw@computershare.co.za, at the address above.
The aforesaid application is to be received by the company
secretary at least 7 (seven) business days prior to the annual
general meeting, namely Thursday 12 March 2020. The
company secretary will, by way of e-mail, provide information
enabling participation to those shareholders who have made
such application. Voting will not be possible via the electronic
facility and shareholders wishing to exercise their voting
rights at the annual general meeting are required to be
represented at the meeting either in person, by proxy or by
letter of representation as provided for in the notice of annual
general meeting.
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By order of the board

Gillian Prestwich
Company secretary
Registered office
Consolidated Infrastructure Group Limited
First Floor
30 Melrose Boulevard
Melrose Arch
PO Box 651455,
Benmore 2010
Transfer secretaries
Computershare Investor
Services (Pty) Limited
Rosebank Towers
15 Biermann Avenue
Rosebank
2196
20 February 2020

Form of proxy
CONSOLIDATED INFRASTRUCTURE GROUP LIMITED

Consolidated
Infrastructure

(Incorporated in the Republic of South Africa)
(Registration number: 2007/004935/06)
JSE share code: CIL | ISIN: ZAE000153888
(“CIG” or “the company” or “the group”)

Group Limited
DIRECTORS OF THE COMPANY
Executive
Raoul Gamsu (CEO), Cristina Teixeira (CFO)

Non-executive
Michael Wilkerson (Chairman), Trent Hudson, Ahmad Mazhar, Quinn McLean, Sean Melnick

Independent non-executive
John Beck, Kofi Bucknor, Roger Hogarth, Kevin Kariuki, Judy Nwokedi
Where appropriate and applicable the terms defined in the notice of annual general meeting to which this form of proxy is attached, and forms part of, bear
the same meanings in this form of proxy.
For use by shareholders of the company holding certificated shares and/or dematerialised shareholders who have elected “own-name” registration,
nominee companies of Central Securities Depository Participants (“CSDP”) and brokers’ nominee companies, registered as such at the close of business on
Friday, 13th March 2020 (the “voting record date”), at the annual general meeting to be held at First Floor, 30 Melrose Boulevard, Melrose Arch at 14:00 on
Monday, 23 March 2020 (the ”annual general meeting)” or any postponement or adjournment thereof.
If you are a dematerialised shareholder, other than with “own-name” registration, do not use this form. Dematerialised shareholders, other than with
“own-name” registration, should provide instructions to their appointed CSDP or broker in the form as stipulated in the agreement entered into between
the shareholder and the CSDP or broker.
I/We 

(full name in block letters please)

of 

(address)

being the holder/s of 

shares hereby appoint:

1. 

or failing him/her

2. 

or failing him/her

3. the chairman of the annual general meeting,
as my/our proxy to attend and speak and to vote for me/us on my/our behalf at the annual general meeting and at any adjournment or postponement
thereof, for the purpose of considering and, if deemed fit, passing, with or without modification, the resolutions to be proposed at the annual general
meeting, and to vote on the resolutions in respect of the ordinary shares registered in my/our name(s), in the following manner:
Proposed ordinary/special resolutions
Ordinary resolutions
1. Ordinary Resolution 1: Adoption of the annual financial statements
1.1 Receipt and adoption of the annual financial statements for the twelve months ended 31 August 2019
1.2 Receipt and adoption of the annual financial statements for the four months ended 31 December 2019
2. Ordinary Resolution 2: Re-election of directors
2.1 Re-election of Roger Hogarth as a director
2.2 Re-election of Trent Hudson as a director
2.3 Re-election of Quinn McLean as a director
3. Ordinary Resolution 3: Confirmation of appointment of as a director
3.1 Confirmation of appointment of Cristina Teixeira as a director
4. Ordinary Resolution 4: Election of group audit and risk committee members
4.1 Election of Roger Hogarth as member and chairperson of the group audit and risk committee
4.2 Election of Judy Nwokedi as member of the group audit and risk committee
5. Ordinary Resolution 5: Approval of remuneration policy, through a non-binding advisory vote
6. Ordinary Resolution 6: Approval of the remuneration implementation report, through a non-binding
advisory vote
7. Ordinary Resolution 7: Appointment of auditors
8. Ordinary Resolution 8: Control of authorised but unissued shares
9. Ordinary Resolution 9: Authority to sign all documents required
10. Ordinary Resolution 10: General authority to issue shares for cash
Special Resolutions
11. Special Resolution 1: Authorisation of non-executive directors’ remuneration
12. Special Resolution 2: General authority to repurchase shares
13. Special Resolution 3: General authority to provide financial assistance to related or inter-related companies

In favour

Against

Abstain

* One vote per share held by shareholders recorded in the register on the voting record date.
* Mark “for”, “against” or “abstain” as required. If no options are marked the proxy will be entitled to vote as he/she thinks fit.

Unless otherwise instructed, my/our proxy may vote or abstain from voting as he/she thinks fit.
A proxy need not be a member of the company.
Signed this

day of 

2020

Signature
assisted by 

(where applicable)

(State capacity and full name)
A shareholder entitled to attend and vote at the annual general meeting is entitled to appoint a proxy to attend, vote and speak in his/her stead. A proxy
need not be a member of the company. Each shareholder is entitled to appoint one or more proxies to attend, speak and, on a poll, vote in place of that
shareholder at the annual general meeting.
For ease of administration, forms of proxy should be deposited at Computershare Investor Services Proprietary Limited, Rosebank Towers, 15 Biermann
Avenue, Rosebank 2196, emailed to proxy@computershare.co.za or posted to PO Box 61051, Marshalltown 2107 so as to arrive 48 hours prior to the
meeting. Alternatively, the form of proxy may be handed to the chairman of the annual general meeting, or the transfer secretaries, at the annual general
meeting prior to the commencement of the annual general meeting or prior to the voting on any resolution proposed at the annual general meeting.
.
Please read the notes overleaf.

Notes to the form of proxy
1.

This form of proxy is only to be completed by those ordinary shareholders who are:
• holding ordinary shares in certificated form; or
• recorded in the sub-register in electronic form in their “own name”, on the date on which shareholders must be
recorded as such in the register maintained by the transfer secretaries, Computershare Investor Services Proprietary
Limited, in order to vote at the annual general meeting being Friday, 13 March 2020, and who wish to appoint another
person to represent them at the annual general meeting.

2.	Certificated shareholders wishing to attend the annual general meeting have to ensure beforehand with the transfer
secretaries of the company (being Computershare Investor Services Proprietary Limited) that their shares are registered
in their name.
3.	Beneficial shareholders whose shares are not registered in their “own name”, but in the name of another, for example, a
nominee, may not complete a proxy form, unless a form of proxy is issued to them by a registered shareholder and they
should contact the registered shareholder for assistance in issuing instruction on voting their shares, or obtaining a proxy
to attend, speak and, on a poll, vote at the annual general meeting.
4.	A shareholder may insert the name of a proxy or the names of two alternative proxies of the shareholder’s choice in the
space, with or without deleting “the chairman of the annual general meeting”. The person whose name stands first on the
form of proxy and who is present at the annual general meeting will be entitled to act as proxy to the exclusion of those
whose names follow.
5.	A shareholder’s instructions to the proxy must be indicated by means of a tick or a cross in the appropriate box provided.
However, if you wish to cast your vote if:
(i)	a shareholder fails to comply with the above; or (ii) gives contrary instructions in relation to any matter; or any
additional resolution(s) which are properly put before the meeting; or (iii) the resolution listed in the proxy form is
modified or amended, the shareholder will be deemed to authorise the chairman of the annual general meeting, if
the chairman is the authorised proxy, to vote in favour of the resolutions at the annual general meeting, or any other
proxy to vote or to abstain from voting at the annual general meeting as he/she deems fit, in respect of all the
shareholder’s votes exercisable thereat. If, however, the shareholder has provided further written instructions which
accompany this form of proxy and which indicate how the proxy should vote or abstain from voting in any of the
circumstances referred to in (i) to (iii) above, then the proxy shall comply with those instructions.
6.	For ease of administration, the forms of proxy should be lodged at Computershare Investor Services Proprietary Limited,
Rosebank Towers, 15 Biermann Avenue, Rosebank 2196, emailed to proxy@computershare.co.za or posted to PO Box
61051, Marshalltown 2107, so as to be received 48 hours prior to the meeting. Alternatively, the form of proxy may be
handed to the chairman of the annual general meeting or the transfer secretaries at the annual general meeting prior to
the commencement of the annual general meeting or prior to the voting on any resolution proposed at the annual general
meeting.
7.	The completion and lodgement of this form of proxy will not preclude the relevant shareholder from attending the annual
general meeting and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof, should
such shareholder wish to do so. In addition to the aforegoing, a shareholder may revoke the proxy appointment by (i)
cancelling it in writing, or making a later inconsistent appointment of a proxy; and (ii) delivering a copy of the revocation
instrument to the proxy, and to the company. The revocation of a proxy appointment constitutes a complete and final
cancellation of the proxy’s authority to act on behalf of the shareholder as at the later of the date stated in the revocation
instrument, if any; or the date on which the revocation instrument was delivered in the required manner.
8.	The chairman of the annual general meeting may reject or accept any form of proxy which is completed and/or received,
other than in compliance with these notes, provided that, in respect of acceptances, he is satisfied as to the manner in
which the shareholder(s) concerned wish(es) to vote.
9.

Any alteration to this form of proxy, other than a deletion of alternatives, must be initialled by the signatory/ies.

10.	Documentary evidence establishing the authority of a person signing this form of proxy in a representative capacity must
be attached to this form of proxy unless previously recorded by the company or Computershare Investor Services
Proprietary Limited or waived by the chairman of the annual general meeting.
11.	A minor must be assisted by his/her parent or guardian unless the relevant documents establishing his/her legal capacity
are produced or have been registered by Computershare Investor Services Proprietary Limited.
12.

Where there are joint holders of shares:
12.1 any one holder may sign the form of proxy; and
12.2	the vote of the senior (for that purpose seniority will be determined by the order in which the names of shareholders
appear in the register of members) who tenders a vote (whether in person or by proxy) will be accepted to the
exclusion of the vote(s) of the other joint holder(s) of shares.

156

13.	If duly authorised, companies and other corporate bodies who are shareholders of the company having shares registered
in their “own name” may, instead of completing this form of proxy, appoint a representative to represent them and exercise
all of their rights at the meeting by giving written notice of the appointment of that representative. This notice will not be
effective at the annual general meeting unless it is accompanied by a duly certified copy of the resolution or other
authority in terms of which that representative is appointed and is received at Computershare Investor Services
Proprietary Limited, Rosebank Towers, 15 Biermann Avenue, Rosebank 2196, emailed to proxy@computershare.co.za or
posted to PO Box 61051, Marshalltown 2107, to reach the company 48 hours prior to the meeting or may be handed to the
chairman of the annual general meeting at the annual general meeting prior to the commencement of the annual general
meeting or the transfer secretaries prior to the voting on any resolution proposed at the annual general meeting.
14.	This form of proxy may be used at any adjournment or postponement of the annual general meeting, including any
postponement due to a lack of quorum, unless withdrawn by the shareholder.
15.	The aforegoing notes contain a summary of the relevant provisions of section 58 of the Companies Act, as required in
terms of that section. In addition, an extract from the Companies Act, reflecting the provisions of section 58 of the
Companies Act, is attached to this form of proxy.

EXTRACT FROM THE COMPANIES ACT, 71 OF 2008
“58. Shareholder right to be represented by proxy
1.	At any time, a shareholder of a company may appoint any individual, including an individual who is not a shareholder of
that company, as a proxy to: (a) participate in, and speak and vote at, a shareholders’ meeting on behalf of the shareholder;
or (b) give or withhold written consent on behalf of the shareholder to a decision contemplated in section 60.
2.	A proxy appointment:
• must be in writing, dated and signed by the shareholder; and
• remains valid for:
–– one year after the date on which it was signed; or
–– any longer or shorter period expressly set out in the appointment, unless it is revoked in a manner contemplated in
subsection (4)(c), or expires earlier as contemplated in subsection (8)(d).
3.

Except to the extent that the Memorandum of Incorporation of a company provides otherwise:
• a shareholder of that company may appoint two or more persons concurrently as proxies, and may appoint more than
one proxy to exercise voting rights attached to different securities held by the shareholder;
• a proxy may delegate the proxy’s authority to act on behalf of the shareholder to another person, subject to any
restriction set out in the instrument appointing the proxy; and
• a copy of the instrument appointing a proxy must be delivered to the company, or to any other person on behalf of the
company, before the proxy exercises any rights of the shareholder at a shareholders meeting.

4.	Irrespective of the form of instrument used to appoint a proxy:
• the appointment is suspended at any time and to the extent that the shareholder chooses to act directly and in person
in the exercise of any rights as a shareholder;
• the appointment is revocable unless the proxy appointment expressly states otherwise; and
• if the appointment is revocable, a shareholder may revoke the proxy appointment by:
–– cancelling it in writing, or making a later inconsistent appointment of a proxy; and
–– delivering a copy of the revocation instrument to the proxy, and to the company.
5.	The revocation of a proxy appointment constitutes a complete and final cancellation of the proxy’s authority to act on
behalf of the shareholder as of the later of:
• the date stated in the revocation instrument, if any; or
• the date on which the revocation instrument was delivered as required in subsection (4)(c)(ii).
6.	If the instrument appointing a proxy or proxies has been delivered to a company, as long as that appointment remains in
effect, any notice that is required by this Act or the company’s Memorandum of Incorporation to be delivered by the
company to the shareholder must be delivered by the company to:
• the shareholder; or
• the proxy or proxies, if the shareholder has:
–– directed the company to do so, in writing; and
–– paid any reasonable fee charged by the company for doing so.
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7.	A proxy is entitled to exercise, or abstain from exercising, any voting right of the shareholder without direction, except to
the extent that the Memorandum of Incorporation, or the instrument appointing the proxy, provides otherwise.
8.	If a company issues an invitation to shareholders to appoint one or more persons named by the company as a proxy, or
supplies a form of instrument for appointing a proxy:
(a)	the invitation must be sent to every shareholder who is entitled to notice of the meeting at which the proxy is
intended to be exercised;
(b)

the invitation, or form of instrument supplied by the company for the purpose of appointing a proxy, must:
–– bear a reasonably prominent summary of the rights established by this section;
–– contain adequate blank space, immediately preceding the name or names of any person or persons named in it,
to enable a shareholder to write in the name and, if so desired, an alternative name of a proxy chosen by the
shareholder;
–– provide adequate space for the shareholder to indicate whether the appointed proxy is to vote in favour of or
against any resolution or resolutions to be put at the meeting, or is to abstain from voting;

(c)

the company must not require that the proxy appointment be made irrevocable; and

(d)	the proxy appointment remains valid only until the end of the meeting at which it was intended to be used, subject to
subsection (5).
9.	Subsections (8)(b) and (d) do not apply if the company merely supplies a generally available standard form of proxy
appointment on request by a shareholder.”
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