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Confidentiality

This presentation is confidential and contains material non-public price sensitive information in relation to Consolidated Infrastructure Group
Limited and its subsidiaries
The information in this presentation may make the recipient an insider in terms of the Financial Markets Act. Accordingly, you may be restricted in
trading the target company’s shares until:
•

The material non-public price sensitive information in this presentation is disseminated publicly; or

•

The transaction contemplated herein is no longer pursued by Consolidated Infrastructure Group

The earlier of the above mentioned dates or close of business on 14 May 2018
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Introduction and overview
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Introduction
•

In its financial year ending 31 August 2017, Consolidated Infrastructure Group (“CIG”) encountered a number of operational headwinds at Consolidated Power
Projects Group Propriety Limited (“Conco”), leading to a breach of funding covenants

•

On the 15 February 2018, Consolidated Infrastructure Group (“GIG”) announced it had agreed an extended waiver of covenants and debt standstill with its funders
until 28 February 2019

•

Notwithstanding the extended waiver, together with the operational initiatives undertaken to turn Conco’s performance around, a process was undertaken to
evaluate CIG’s optimal long term funding requirements and capital structure

•

CIG has materially progressed this process and believes that it requires a capital injection in order to protect the sustainability of its operations and maximise value
for its shareholders in the medium to long-term

•

To this end, CIG has been in discussions with a strategic investor, Fairfax Africa Holdings Corporation (“Fairfax”) to facilitate a capital injection, consisting of two
broad components, as follows (the “Proposed Transaction”):

1.
1 A ZAR 300m vanilla loan from Fairfax (the “Fairfax Loan”) convertible into CIG shares in accordance with specified terms (the
“Conversion Rights”)
2 A ZAR 800m rights offer (the “Right Offer”) underwritten by Fairfax at a c. 9% premium (1)
2.
•

The purpose of this presentation is to provide you with the terms of the Proposed Transaction together with CIG’s rational for pursuing it, with the intention of
obtaining your support to vote in favour of the resolutions required to implement the Proposed Transaction

(1)

Based on a closing price as at 7 May 2018

4

Approach to address strategic headwinds facing CIG
The Proposed Transaction will unlock and grow significant shareholder value
What is CIG doing

Where is CIG currently
1

Significantly
complex
business and
operations

 6 operating divisions in multiple
jurisdictions across the African
continent
 Sub-optimal business pressures
on Conco

Optimise
portfolio

 AES and Tractionel facing
temporary trading challenges

 Right size Conco and focus on
disciplined business processes
(Working capital, contract bidding
etc.)

Impact
• Conco returned to
profitability

 Patiently run AES, Tractionel and
other business units efficiently

• Positive cyclical
changes at other
divisions

 Protect the Conlog market
position

• Conlog strength
enhanced

 Inject new business capital by the
way of the Proposed Transaction

• Sustainably capitalise
CIG

 Re-negotiate funding terms with
existing CIG funders

• Equity increased by
ZAR1.1 bn

2

Sub-optimal
capital
structure

 Conco underperformance led to
breach of covenants
 Excessive financial risk given
CIG’s business profile

3

 Currently being valued as a
“distressed asset”

CIG equity
fundamentally
undervalued

 Strategic focus will significantly
enhance performance
 Strengthening of the balance
sheet will underpin CIG’s
financial value

Strengthen
balance
sheet

Unlock and
grow value

 Proposed Transaction should
reduce financial risk and therefore
enhance value
 Drive optimization of Conco

• ZAR 1.7bn shareholder
value unlocked

 Aggressively drive organic growth
at Conlog and CIGenCO
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The Proposed Transaction delivers the best value for shareholders
CIG requires capital to turn around Conco, withstand the cycle and unlock value for
shareholders over time
Peer share performance over the past 5 years

CIG Performance over the past year

CIG’s peers have suffered a “death by a thousand cuts” by not raising sufficient capital
once-off and selling-off key business divisions at inopportune times…

…CIG needs to raise sufficient capital to avoid going down the same path
ZAC

Aveng is currently looking to
dispose of Aveng Grinaker-LTA,
Aveng Trident Steel, Aveng
Manufacturing and properties
Capital raised by
M&R in April 2012
via a rights issue

Announcement that ATON
wants to buyout M&R sees
share price improve
significantly

(1)

IRR (10.97%)
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SENS announcement
on the 8 Nov 2017
sees CIG’s share price
drop c. 57% in one day.
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(2)
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(3)
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M&R
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Dec ‘16
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Aug ‘17
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Basil Read

Aveng sells off its property portfolio to Collins Property Group
M&R sells off its Infrastructure and buildings business to a consortium led by Southern Palace Group
Capital raise through a rights offer

Breaking down CIG’s business units

CIG share valuation

Many of CIG’s business units merely require time for the cycle to turn

Business Unit

Immediate outlook
Performance hampered due to
future once off items

CURRENT MACRO
SITUATION
1•

Better trading conditions
expected
Steps taken to normalise margins
Demand remains uncertain

Uptick in OEM contracts creates
potential to grow
Expansion options being explored

Government
capex budgets
are being cut to
help fund
current
expenditure

2•

SOEs detracting
from GDP
growth by
reducing its
fixed investment

3•

Public sector
infrastructure
budgets under
pressure

Focus on client diversification
Exploring diversification
opportunities

Significant value to be unlocked, but requires TIME and CAPITAL
•
CIG priced as a distressed asset due
to:
•
Fear of liquidity crunch
•
Risk of bank default
•
Conco underperformance
•
Negative sentiment around the
sector

•

??

249%

Turning around Conco
performance
Perusing attractive
growth opportunities

??

ZAR 12.85

ZAR 3.68

Closing share price (1)

Indicative NAV pre Proposed
Transaction

Long-term fundamental value
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Overview of the Proposed Transaction and its components
Rights Offer of ZAR 800m and Fairfax Loan of ZAR 300m convertible into equity
The proposed capital injection consists of two components – a Rights Offer to CIG shareholders as well as an Fairfax Loan,
convertible to CIG shares at the Funder’s option (if approved by shareholders)

Fairfax Loan – ZAR 300m

Rights Offer – ZAR 800m

o Size ZAR300 million
o Upfront fee of 2.5%
o Coupon Prime + 4%

o Size ZAR800 million
o Exercise Price: R4.00 per share

1

o Underwriting Fee of 2.5% on underwritten amount

Key Terms

1

Key Terms

o Term 5 years

o If approval granted by the relevant
stakeholders, coupon reduced to prime + 2%

o Announcement of Rights offer simultaneously with
entering into agreement to fund convertible debt
2

Timing and other

Timing and other

ZAR 1.1bn

o Funding of Rights Offer dependent on approval
and fulfilment of other conditions

o If CIG’s share price trades at a 20% premium to
the strike price for >=90 consecutive days, CIG
has the option to redeem
o If no approval granted by the relevant
stakeholders, loan amended to a 1 year term

Capital injection

2

o Conversion: convertible at anytime at R5.20

o Fairfax Loan disbursed upon agreement
o Conversion Rights approved at EGM

o Fairfax Loan converted within 5 years
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Proposed Transaction mechanism
Proposed Transaction gets implemented in 3 steps
Key considerations

Proposed Transaction
1
Other CIG
shareholders

Step 1
Fairfax Loan

Fairfax
Loan

4.9% (1)

ZAR 300 million

(1)

Other CIG
shareholders

Rights Offer

Fairfax
Loan

4.9% (1)

Fairfax Loan advanced as a
vanilla loan upon agreement

•

Current shareholding shown
along side

Assumes 100% of rights followed by CIG shareholders

2

Step 2

•

95.1% (1)

95.1% (1)

Assuming 50% of rights followed:
Fairfax

28.55%

Other CIG Shareholders

71.45%

Assuming 25% of rights followed:

ZAR 300 million

(1)

Fairfax

45.11%

Other CIG Shareholders

54.89%

Assumes 100% of rights followed by CIG shareholders

3
Other CIG
shareholders

Step 3
16.8% (1)

83.2% (1)

Conversion
of Fairfax
Loan

Assuming 50% of rights followed:
Fairfax

37.52%

Other CIG Shareholders

62.48%

Assuming 25% of rights followed:

(1)

Fairfax

51.99%

Other CIG Shareholders

48.01%

Assumes 100% of rights followed by CIG shareholders
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Rationale for the Transaction
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Shareholder rationale for the Proposed Transaction
Firm rationale to secure operations in the short-term and maximise value over the long-term

1

Covers short term liquidity requirements to enable continued
trade
Retains funding capacity and enables CIG to bid for contracts in light of customer guarantee
requirements

Substantial shareholder value to be unlocked

2

Recapitalisation could act as a catalyst for CIG to move closer to a fundamental value

3

Establish a sustainable long-term capital structure
suited to CIG’s business profile
Balance sheet optimised for shareholder risk

PROPOSED TRANSACTION
RATIONALE
4

Enables CIG to pursue attractive annuity growth
opportunities
Substantial organic growth in Conlog and CIGenCO

5

Partnering with like-minded strategic long term investors
Fairfax committed to the CIG strategic direction
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CIG’s capital sources and uses over the next 2 years
Proposed Transaction funds short and long-term needs whilst creating necessary headroom
CIG capital requirements to August 2020
•

Sources of capital
CIG requires new capital of
ZAR1.1bn in order to:
−

−

−
•

•

•

ZAR’bn
Proposed Transaction

Take care of its liquidity
requirements over the next
c.12 months

ZAR1.1bn capital injection

Optimise its long-term capital
structure
Fund CIG’s growth

Uses of capital

0.8 (2)

0.8
Significantly
influenced by
Conco
performance

Majority of proceeds to be
utilised to fund immediate
liquidity requirements at Conco

0.2 (1)

0.3

ZAR0 (breakeven)
if the Conversion
Rights aren’t
approved

0.2 (1)
2.4
Immediate capital
utilised for Conco
restructuring
costs

There are further a number of
attractive organic investment
opportunities over the next c.2
years CIG should pursue

1.3 (1)

CIG will need an element of
operational cash headroom to
support the transition period,
particularly over the next year

0.3 (1)

0.6 (3)

0.3
Indicative
operational
cash flow
(1)
(2)
(3)

Fairfax Loan Rights Offer
proceeds

Total capital Notes payable Reduction of
Indicative Indicative net Long-term
overdraft and maintenance finance cost investments
trade debt
capex

Residual
gross cash

Indicative management estimated numbers
Per re-negotiated note capital repayment profile
Refer to slide 13 for more detail
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1

2

Proposed Transaction alleviates short-term liquidity concerns
Recapitalisation may act as catalyst to unlock value inherent in the CIG share price

Key reasons for short-term liquidity

Indicative value to be unlocked

Critical for CIG to secure cash over the next quarter for immediate liquidity requirements
and to ensure that Conco operations are optimally turned and other business units carry
on as usual

CIG priced as a distressed asset due to concerns around its ability to continue operating
in the short to medium term

1

Meet immediate rationalisation costs
at Conco

2

Assist in covering on-going
maintenance capex across the group

117%
upside

4.47
0.40

3

4
Short-term
objectives

Sufficient liquidity and solvency to give
prospective contract customers the
necessary comfort

8.38

Sufficient liquidity and solvency to give
suppliers and insurers the necessary
comfort

5

Appease CIG funders w.r.t. the waiver
of covenants and debt standstill given

6

Provides headroom throughout the
transition period in which Conco is turn
around

7

12.85

Enables CIG to attract key personnel,
especially at Conco

7.98

3.68

Share price as Indicative NAV
at 7 May 2018
per share

Value
ZAR’m

722

2 519

Share no.
ZAR’m

196

196

(1)
(2)

Rights Offer price of ZAR4.00
Conversion price of ZAR5.20

Rights Offer
impact

+ 800

+ 200

(1)

Indicative NAV Conversion Indicative NAV
per share after Rights impact per share after
Rights Offer
Conversion
Rights
exercised

3 319

+ 300

Value
ZAR’m

396

+ 58 (2)

Share no.
ZAR’m
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3

4

Proposed Transaction sustainably capitalises CIG
Enables the pursuit of meaningful organic growth opportunities to create further value

Key solvency ratios (1)

Long-term annuity growth opportunities

The ZAR1.1bn capital injected will strengthen CIG’s balance sheet and rebalance the risk
profile of the equity investment shareholders are exposed to

Attractive near-term investment opportunities for CIG create significant shareholder value
by establishing businesses that generate annuity income

1

Current

Pro
Forma (2)
CIGenCo
pipeline
opportunities

Net debt : Equity

Description

Various renewable energy investment
opportunities through out the African
continent

Indicative
investment

c.ZAR0.4bn

Timing of
investment

2018 - 2020

50%
9%

Prospective
returns

20 – 25% USD return on equity

Description

Conlog leasing platform

Indicative
investment

ZAR0.2bn

Timing of
investment

2018 - 2019

2

Net tangible asset value
per share (cents)

833
635
Conlog
organic
growth
opportunities

EBITDA Interest cover

(7.8)

(1.9)

Prospective
returns
(1)
(2)

Indicative management estimated numbers
Pro Forma assumes Rights Offer and Fairfax loan converted at conversion price

20 – 25% USD return on equity

13

Overview of Fairfax and its interest in CIG

5

Strategically aligned cornerstone investor with a long-term perspective
About Fairfax

Fairfax rationale for the Proposed Transaction

USD700m

USD350m

Market cap

Total cash

1o

Fairfax is an Investment holding company listed on the
Toronto Stock Exchange (Ticker:FAH.U)

2o

Fairfax’s objective is to achieve long term capital growth
by investing in both private and public businesses in
Africa

3o

Fairfax’s controlling shareholder is Fairfax Financial
Holdings Limited (“Faifax Financial”) also listed on the
Toronto Stock Exchange with a market capitalisation of
c.USD15bn. (Ticker:FFH)

4o

Fairfax Financial was founded in 1985 and has
achieved a 30+ year track record of average book value
growth of c. 20%

5o

Fairfax Financial is very different from private equity
firms in that they are long term investors with a
permanent capital vehicle of a publicly-listed company

Supports
CIG’s vision of
building a
leading PanAfrican
infrastructure
platform

Management
team aligned
with Fairfax’s
vision and
values

Attractive,
diversified CIG
portfolio

Compelling
pipeline
opportunities

14

Approvals and way forward
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Proposed Transaction component terms and resolutions
Rights Offer of ZAR 800m and Fairfax Loan of ZAR 300m convertible into equity
Proposed Transaction shareholder approvals
Fairfax Loan - ZAR 300m

Rights Offer - ZAR 800m

1

Increase in authorised share capital – 75% of all shareholders

2

Issue of ordinary shares pursuant to the Rights Offer and Conversion Rights – 75% of all shareholders

•3 Waiver of Fairfax’s obligation to make a mandatory offer arising from the
underwriting of the Right Offer – 50% of independent shareholders

3

Approval of Conversion Rights (in accordance with the JSE Listing
Requirements) – 75% of independent shareholders

4

Waiver of an obligation to make a mandatory offer arising from the
Conversion in accordance with the Conversion Rights – 50% of
independent shareholders

Material Proposed Transaction suspensive conditions
The Rights Offer and conversion of Fairfax Loan are not inter-conditional

1

Approval of the above mentioned resolutions

2

Receipt of waiver of obligation to make mandatory offer (pursuant both Rights Offer and Conversion Rights

3

Competition Committee approval
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Indicative timetable
Announcement on 14 May. EGM on or about 6 August
2018

June

May

July

August

1. CIG SHAREHOLDER ENGAGEMENT AND AGREEMENT
CIG shareholder engagement
Shareholder engagement

Thu, 9 May

Fri, 11 May

Signing of irrevocable undertakings

Thu, 9 May

Fri, 11 May

Signing of Definitive Agreements and announcement of Proposed Transaction
Shareholder engagement

Fri, 11 May
Mon, 14 May

Transaction announcement on SENS

2. TRANSACTION DOCUMENTATION
EGM circular
Drafting of EGM circular

Fri, 6 Jul

Mon, 14 May

Mon, 9 Jul

Posting of EGM circular

Rights Offer circular
Initial drafting and 1st submission

Wed, 15 Aug

Fri, 15 Jun

Thu, 16 Aug

Further submissions and posting of circular

3. TRANSACTION APPROVAL AND IMPLEMENTATION

Shareholder approval
EGM

Shareholder approval
Rights Offer period
Issue of securities and closing

Mon, 6 Aug
Assuming
Competition
approval is
received

Tue, 7 Aug

Tue, 28 Aug
Tue, 28 Aug
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Disclaimer
Copyright of information contained in this document is owned by CIG. You may use this information and reproduce it in hard copy for your
own personal reference use only. The information may not otherwise be reproduced, distributed or transmitted to any other person or
incorporated in any way into another document or other material without the prior written permission of CIG.
Information in this document is given by us in good faith and has been taken from sources believed to be reliable. We make no
representations that the information contained in this document inaccurate, complete or fair and no reliance should be placed on it for any
purpose whatsoever.
The information contained herein is not intended to serve as financial or other advice. CIG shall not be liable for any loss or damage
suffered by any person or company using or relying on any information and/or opinions contained herein.
CIG does not make any representation regarding any other sources, which may be referenced in this document and accordingly accepts
no responsibility for the content or use of such sources or information contained therein. CIG shall not be liable to any party for any form
of loss or damage incurred as a result of any use or reliance on any information contained in such sources or any sources which can be
accessed through this document.
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