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INVESTMENT CASE
Reunert is a South African-based industrial group that manages
a portfolio of businesses in the fields of Electrical Engineering,
Information Communication Technologies (ICT) and
Applied Electronics.

R10 492 million
revenue

R1 542 million
operating profit

6 656

employees

10%

operating profit compound annual growth rate (CAGR)
(2015 to 2018)

20%

return on capital employed

4%

increase in total dividend

CORE COMPETITIVE ADVANTAGES
>> Strong market positions in our major South African

businesses
>> Well-known and respected brands
>> Strong operational capability and well-managed

operations
>> Ungeared balance sheet
>> A federal business model that promotes

an entrepreneurial spirit
>> Strong focus on shareholder value creation

GROWTH AREAS
Sub-Saharan Africa population and economic
growth rates
Renewables: wind and solar
Broadband connectivity
Unified communication
Last mile connectivity
Cloud services
Safe and smart mining
Defence spend in target export markets
Secure communications and encryption
Smart metering
Solar PV and storage

LEGEND
>3% real growth
1% – 3% real growth
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NAVIGATIONAL TOOLS
The following icons indicate our six strategic pillars and the
application of our strategy.

Diversification

Efficiency

Innovation

Our customers

Our people

Transformation

#

 he number in the icon refers to the supporting
T
King IVTM 1 principle

The following indicates the performance against key performance
indicators (KPIs):
Positive
Negative
Neutral
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SALIENT FEATURES
Our purpose: We are driven to enable our customers’ success.
MATERIAL RISKS

MATERIAL MATTERS1

Political and regulatory
environment
The South African
business environment
is characterised by
uncertainties in the
political, policy, regulatory,
labour and societal
spheres.

Concentration risk

Diversification

>> 70% of the group’s earnings are

Increasing foreign revenue (non-ZAR) by
expanding into niche export markets and
exporting more:

directly linked to the South African
economy, its currency and the
country’s socio-political environment

>> circuit breakers;
>> radars;

Slow top-line growth
>> Some of Reunert’s businesses

have products in the mature stage
of product life cycles
>> Inflation, increased competition and

Economy and markets

MATERIAL OPPORTUNITIES

low macro-economic growth lead
to margin pressure in local markets

>> fuzes; and
>> radios.

Expanding African markets and targeting
regional acquisitions:
>> Infrastructure (power and

telecommunications)
>> Information communication technologies

(total workspace and connectivity solutions)

There are growth
opportunities in our target
export and local markets.

Efficiency
>> Efficiency improvements through

technology and streamlined processes
including workspace digitalisation
>> Margin improvement through
cost reduction

Technology
Technological advances
provide new opportunities
and disrupt existing
business.

People
Our employees’
skills, experience and
commitment to our group
values underpin our
high-performance, diverse
and innovative culture.

Technology
>> Disruption and changing

business models
>> Escalation of large-scale

cyberattacks and data fraud
>> Increased automation of
production lines
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>> Renewable energy
>> Secure communications
>> Broadband connectivity
>> Mining safety

People

Talent development

>> Retaining skilled and experienced

>> Invest in employee development through

structured individual development plans

technical employees
>> Acquiring and developing the

>> Manage talent, including succession

planning, to ensure continuity and
developing employees to meet business
requirements

necessary skills to deliver the
future business models in an age
of disruptive technology

Diversity and transformation

Position to participate

>> 	Not achieving appropriate BBBEE3

>> Transform and reposition Reunert to

scores impacts Reunert’s
South African revenue

1

Innovative product and solutions offerings
through technology

align with South Africa’s transformation
objectives
>> Transform business model to adapt
to evolving customer needs, business
requirements and technology
environments

Key factors that influence our ability to create value over the short, medium and long term.
See page 19.
Broad-Based Black Economic Empowerment.

1

We invest in our people, acquisitions, new products and services and capacity to ensure a sustainable business. The table below
provides an integrated view of the key features of our business.

STRATEGIC PILLARS2

STRATEGIC OBJECTIVES2

Diversify and increase earnings
through a combination of:

Diversification

>> geographic expansion into
target markets;
>> new products and services;
>> new and enhanced solution
offerings; and

KEY PERFORMANCE
INDICATORS (KPIs)
>> 	Change in revenue mix:
–– Non-ZAR revenues (%)
–– Geographical split in
revenues (%)

2018 PERFORMANCE

>> 13% increase in
non-ZAR revenue to 30%
of total revenue
>> 5% increase in ZAR revenue

>> Operating profit contribution
from acquisitions

>> R19 million

>> Total shareholder return (TSR)
>> Normalised headline earnings
per share (NHEPS) growth
>> Return on equity (ROE)
>> Operating profit margins

>> 20% TSR
>> 1% decline in NHEPS

>> early life cycle businesses.
Ensure best-in-class
operational efficiency and
improved capital efficiency

>> Return on capital employed
(ROCE)

Innovation

Develop new products and
services and reduce costs
through innovation, research
and development

>> The revenue from new
products released per year

>> Major new product
innovations and costreduction programmes
are covered in segmental
performance reviews

Provide customer-centred
products, services and
solutions

>> A variety of customer-related
key performance indicators
KPIs at business unit level,
measuring:

>> Performance against
customer-related metrics,
renewal of long-term
contracts, uptake of new
products, services and
solutions, etc are covered in
the segmental performance
reviews

–– customer loyalty;

Our customers

–– customer service levels;
–– customer retention; and
–– market share.
Develop a high-performance
culture focusing on effective
employee engagement

Our people

Transform our businesses to
effectively participate in the
markets we serve

Transformation

>> 15% ROE
>> 14,7% (2017: 15,3%)
operating profit margin
>> 20% ROCE

>> Values-based organisation

>> 96% of employees are aware
of Reunert’s new group values

>> Succession plans for
critical roles

>> 36% of identified successors
are on development plans

>> Retention of critical skills

>> 29% of critical roles have
successors

>> Health and safety: Number
of fatalities

>> Zero fatalities

>> Employment equity for South
African management (%)

>> 	2% improvement in
employment equity
representation at top and
senior management levels

>> BBBEE Codes of Good
Practice (BBBEE Codes) level
for the group and per
business unit

>> Reunert Limited BBBEE
Level 4
>> All material business units
maintained or improved their
BBBEE Code levels
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Efficiency
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REPORT OVERVIEW

Reunert Limited (Reunert or the group1) is pleased
to present its integrated report (report) for the
period 1 October 2017 to 30 September 20182.

This report gives providers of financial capital and other stakeholders
insight into how the group creates sustainable value. It does not distinguish
between the activities of the group and the activities of the group’s legal
entities – it presents group performance holistically.

‘Segment’ refers to one of the three operating
segments of Reunert – Electrical Engineering,
Information Communication Technologies (ICT)
or Applied Electronics. ‘Business unit’ refers to
a company or entity that forms part of a segment.
‘Cluster’ refers to business units operating in
similar markets or vertically integrated businesses.

RELIABILITY OF INFORMATION

Refer to the About this report appendix on page 122 for more information
on the preparation of this report, including our scope and boundary,
reporting suite, and assurance and data measurement.
5
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The following are key contributors to the reliability of information in this report:

REUNERT LIMITED

>> Reunert has transparent and sound business processes, underpinned by an ethical culture.
>> The Board of directors (Board) sets our Delegation of Authority (DoA) framework and delegates responsibility to executive
management to appropriately oversee the businesses.
>> Reunert’s business units, including new business units, have simple funding structures.
>> Our federal model ensures appropriate accountability in each business unit, and that no director has unfettered powers
of decision-making.
>> Each business unit’s executives take responsibility for and approve their business unit’s financial statements.
>> The annual financial statements of all material business units are subject to company-level external audit, and the external
audit firm, Deloitte & Touche (Deloitte) is the appointed auditor to all these business units.
>> The Board assesses key employees, including the performance and competence of executive directors (via the Nomination
and Governance Committee); and the performance of the group chief financial officer (CFO), group finance function and
internal and external audit (via the Audit Committee).
>> The Audit Committee, assisted by other Board subcommittees, oversee the preparation of the integrated report and annual
financial statements, and has unfettered access to internal and external auditors.

FORWARD-LOOKING STATEMENTS
This report contains certain forward-looking statements with respect to Reunert’s anticipated performance and prospects,
results, and operations. Although these statements represent our future expectations and judgements, the opinions are
subject to known and unknown risks and uncertainties that could adversely impact our business and financial performance.
Undue reliance should not be placed on such opinions, forecasts or data. Forward-looking statements apply only as of the
date on which they are made. Reunert does not undertake any obligation to publicly update or revise any of its opinions or
forward-looking statements, whether to reflect new data or future events or circumstances.
The financial information on which the forward-looking statements are based was not audited or reported on by Deloitte,
Reunert’s independent external auditors.

1
2

The group includes Reunert Limited, its subsidiaries, associate and joint ventures, and their operations.
‘The year’ or ‘2018’ or ‘the reporting period’.
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The Board and Audit Committee, assisted by other Board
subcommittees, oversee the integrity and completeness
of this report. The Board applied its collective mind to the
preparation and presentation of the report and concluded
that it presents a fair and balanced view of the group’s
integrated value creation.
The Board approved the frameworks that guided the
preparation of this report, and the process followed to
determine the group’s material matters. In line with the
group’s combined assurance process, the Board considered
the reliability of the data and information. The Board further
believes that the report complies with the International
Integrated Reporting Council’s (IIRC’s) Integrated Reporting
<IR> Framework.
The Board approved the 2018 integrated report on
19 November 2018.

GROUP CHIEF
FINANCIAL
OFFICER
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REUNERT OVERVIEW

WHO WE ARE AND WHERE WE OPERATE
Reunert is a South African-based industrial group that
manages a portfolio of businesses in its segments of
Electrical Engineering, Information Communication
Technologies (ICT) and Applied Electronics.1

We are driven to enable
our customers’ success

Reunert was established in 1888 and listed on the JSE in 1948. Reunert is included in the JSE industrial goods and services
(electronic and electrical equipment) sector and is a constituent of the FTSE/JSE Responsible Investment Index.

Our moral compass

We create a values-based organisation by:

Our values have the customer at the centre:

Placing our customers in the centre of our
engagement model

Creating technology solutions that enable
our chosen customer’s purpose

We deliver customer satisfaction by
continually improving our status quo

ACCOUNTABILITY

We act with integrity and take
ownership for our actions

PEOPLE

We promote a fair workplace for all

TEAMWORK

Together everyone achieves more

RESPECT

We treat everyone with dignity

I N T E G R AT E D R E P O R T 2 0 1 8

Promoting strong ethics and cultivating a
high-performance culture

EXCELLENCE

Our key products and solutions
Electrical Engineering

ICT

Applied Electronics

> Power cables

> Office automation

> Secure communication

> Telecom cables

> Business communication

> Fuzes

> Circuit breakers

> Asset-backed finance2

> Radars
> Solutions
> Renewable energy

Reunert primarily operates in South Africa and has a footprint in Australia, Lesotho, Sweden, the USA, Zambia and
Zimbabwe. The group’s head office is in Woodmead, Johannesburg, South Africa.

Revenue by market sector (%)

Revenue by region (%)5
2018

2018

2017
2017

2016
2015

2016

2014
20

0
Public3
1

2
3

Private4

40

60

80

100

0

Refer to page 102 for Annexures A and B of the annual financial
statements for Reunert’s subsidiaries and joint ventures.
Includes references to loan book in this report.
Public sector includes all revenues from national and provincial
government customers (local and international), local metros and

20
South Africa

Defence

4
5

40
Africa

60

80

100

Rest of the world

municipalities. It includes state institutions that are not listed (i.e. it
excludes Telkom) and excludes defence, which is shown separately.
Private sector includes all customers not classified as public sector.
Excludes the joint venture.

6
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HOW WE ARE STRUCTURED AND INTEGRATED
The group’s federal business model promotes an entrepreneurial spirit by
assigning the responsibility for performance and strategy execution to the
segments and then to the business units.

The Board approves the group’s strategic direction.
The Group Executive Committee (Exco) formulates
and monitors the long-term strategic implementation
plans, risks and performance.

The Board approves all significant projects and
acquisitions. Exco manages the financial capital
allocation process (page 17), and the Group
Transformation Committee guides and monitors
group-level transformation.

Board and Board committee oversight

Group integrators

REUNERT LIMITED

Strategy

Board

The Board approves and oversees the group’s
strategy, goals and values, annual budget, material
acquisitions and capital allocation

Company secretariat
Company secretarial, compliance and DoA

Finance and internal audit
Investment Committee

DoA, financial, internal audit, information and
technology policies, tax and treasury management,
financial capital allocation, investment evaluations,
financial controls and reporting

Risk Committee

Risk management

Audit Committee

Risk management framework, risk management
and combined assurance

Nominations and Governance
Committee

Remuneration Committee

Social, Ethics and Transformation
Committee

Governance and succession planning

Remuneration policies and implementation

Transformation and group communication
HR, transformation management, stakeholder
engagement, communications and integration of
sustainability practices

REUNERT OVERVIEW
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Reunert’s Board-approved Delegation of Authority (DoA) framework determines the levels and limits of group executive directors’
authority and responsibilities. The Board is satisfied that the DoA framework is fit for these purposes. All decisions outside the
delegated limits of authority are reserved to the Board and its various committees.

The group chief executive officer (CEO),
group chief financial officer (CFO) and
segment heads use defined KPIs (page 22)
to assess the performance of business
units and clusters.

The business units make operating decisions and execute
the group strategy. Each business unit drives its own sales
and marketing strategy, customer programmes, supply chain
management, efficiency improvements, product and service
innovations, among others. The business units execute the
transformation strategy, including human resources
(HR) management.

Reunert business segments1

ICT

(page 34)

Applied Electronics

(page 38)

(page 43)

> Power cables

> Office automation

> Secure communication

> Telecom cables

> Business communication

> Fuzes

> Circuit breakers

> Asset-backed finance

> Radars
> Solutions
> Renewable energy

Revenue
contribution

Operating profit
contribution

Core operating
profit margin4

Employees

48%

32%

(2017: 51%)

(2017: 32%)

29%

51%

(2017: 45%)

(2017: 41%)

9%

21%

(2017: 13%)

2 863

3

(2017: 2 952)

29%

non-ZAR revenue
(2017: 28%)

1
2
3
4

Excludes the ‘Other’ segment.
Includes contribution from Telecom Cables joint venture.
Includes 50% of the joint venture’s employees.
Excludes HEPS and NHEPS adjustments to ICT and Applied Electronics.

20%

(2017: 17%)

25%

(2017: 18%)

16%

(2017: 19%)

(2017: 16%)

1 704

2 027

(2017: 1 707)

(2017: 1 873)

56%

non-ZAR revenue
(2017: 49%)

I N T E G R AT E D R E P O R T 2 0 1 8

Electrical Engineering2
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HOW WE CREATE VALUE
Reunert creates shared value through partnerships and collaboration.
Reunert is cognisant of and considers the six capitals as defined by the International Integrated Reporting Council’s (IIRC’s)
Integrated Reporting <IR> Framework, to create value and achieve the group’s strategic objectives (page 16).

VALUE CREATION MODEL
Creating shared value with:

Customers

Channel partners

Providers of
financial capital

Inputs1
We draw on these
resources and
relationships to perform
our business activities.

>> Understanding the
>> Networks of franchisees,
requirements of and drivers
agents, distributors,
for our chosen markets and
resellers, wholesalers
customers
and branches
>> Exploring new market
opportunities

>> Reinvesting profits
influenced by shareholder
expectations and feedback
>> External funding, including
lines of credit

REUNERT LIMITED

>> Continuous investment in
product research and
development, technologies
and manufacturing
techniques

Business
activities

Electrical Engineering

ICT

Applied Electronics

(Page 34)

(Page 38)

(Page 43)

Our business units are
structured in three
segments with diverse
business drivers and
markets.

Manufactures and sells
a comprehensive range
of power and
telecommunications cables
and low-voltage circuit
breakers

Offers a range of office
automation, business
communication,
connectivity and assetbacked finance products
and services

Develops, supplies and
maintains high-precision
electronic products for
defence, commercial
applications and renewable
energy solutions

Outcomes1

Customers

Channel partners

Providers of
financial capital

Internal and external
consequences because
of our business activities
and outputs.

>> Brand awareness and
market share

>> Increased footprint and
distribution channels

>> A number of new products
and services released and
a pipeline of new products
and services

o SkyWire channel

>> R166 million invested in
research and development
(2017: R163 million)

o	300+ network dealers

>> Intellectual property
and trademarks

o	Strategic partnerships in
Applied Electronics
o	38 franchisees
o	Wholesalers
o	Agents

>> R162 million capital
expenditure
(2017: R143 million)
>> Acquisitions to the value
of R233 million
(2017: R241 million)
>> Share buyback programme
R115 million
(2017: R203 million)
>> Net dividends paid
including non-controlling
interests R781 million
(2017: R745 million)
>> Total dividend of 493 cents
per share (2017: 474 cents
per share)
>> Total shareholder return
of 20% (2017: 19%)

1
2
3

We categorise inputs and outcomes according to the stakeholder group who has a significant impact.
South African permanent employees.
Total permanent employees.
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REUNERT OVERVIEW

To create value and deliver on our strategy, we:
>> partner with suppliers, franchisees, agents and distributors to advance the group’s footprint;
>> collaborate with customers to develop new technologies and improve service delivery; and
>> build long-term partnerships with employees.
Different business models drive the group’s diverse portfolio of business interests. We present our value creation around our key
stakeholder groups (page 59).

Employees

>> Our values guide employee
conduct and behaviour
(page 5)
>> A large proportion of our
6 656 employees are highly
technically skilled
Employees benefit from
ongoing development

Suppliers and
service providers

Regulators and
government

>> More than 5 500 suppliers
>> Regulatory and government
supplying local and imported
policies
components, products and
>> Legal licence to operate
equipment
>> Government-business
>> Raw materials and overall
initiatives
cost control
>> Local and national
>> Relationships with original
equipment manufacturers
(OEMs)

government enterprises
as customers

Internal resources

>> Manufacturing and
assembly plants, testing
laboratories, warehouses,
distribution centres, etc.

>> Marketing collateral
>> Policies, procedures and
standards and international
certifications where
required

Other

Outputs

Exco drives the strategy
and integration areas that
support our segments.

Products, services, by-products and waste

Employees
>> R2,2 billion paid as
employee remuneration
(2017: R2,1 billion)
>> 66% black employees2
(2017: 65%)
>> 	39% female employees3
(2017: 39%)
>> Zero fatalities (2017: 0)
>> 340 learnerships across
the group (2017: 327)
>> R57 million invested in
employee development
(2017: R52 million)

Our key products and services are discussed in the segment performance reviews.
For a more comprehensive overview, refer to the fact sheet at
www.reunert.co.za/downloads/reports/supplementary/
We take responsibility for our outputs and place strong emphasis on customer centricity
and on enhancing our efficiencies.

Suppliers and service
providers

Regulators and
government

>> R6,3 billion paid to suppliers
(2017: R5,7 billion)

>> R946 million in government
taxes paid (2017: R1,1 billion)

>> R41 million invested in
enterprise and supplier
development
(2017: R36 million)

>> Legal and statutory
compliance

>> Partnerships and
relationships with suppliers
for mutual benefit

>> No significant or recurring
fines received

Financial wealth
distribution
100

80

60

40

20

0

2017

2018

Socio-economic development
Retained in the group to
develop future growth
Providers of debt
Providers of capital
Payments to government
Employees

I N T E G R AT E D R E P O R T 2 0 1 8

>> Infrastructure enablers such
as water, electricity, data
networks and transport
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OUR MATERIAL MATTERS
Reunert’s materiality determination process considers stakeholders’ interests; Board discussions, particularly around strategy;
benchmarking and desk research; our various operating environments; and the inputs and outputs of our risk management
processes.

Stakeholder engagement (page 60)
Effectively engaging with our stakeholders is a key component of the group’s strategy, governance principles and
sustainable business practices. It assists us to identify and respond to our stakeholders’ interests and the related risks
and opportunities. The following key themes emerged from stakeholder engagements during the year:
Inclusive
economic
growth and
development

Reunert’s
growth and
long-term
sustainability

Innovation
and agility

Remuneration
and rewards

Employee
relations

Competitive
pricing and
service
excellence

Compliance

Key external business drivers (page 13)

REUNERT LIMITED

Various external elements could potentially influence our value creation. Their impact varies depending on each business
unit’s circumstances, and we cannot always control them.

South African
economy

Infrastructure
development

Security
demand

Commodity
cycles

Competitive
environment

Technology
and
innovation

Government
policy

Exchange
rates

Risk management (page 80)
Risk management is a vital business principle that assists us to balance risk and reward; and protect the group against
risks and uncertainties that could negatively impact our strategic and operational objectives. Our key risks are:

Concentration risk

Slow top-line
growth

Not achieving
appropriate
diversity and
transformation

Deterioration
of local
infrastructure

Escalation in
large-scale
cyberattacks and
data fraud

Non-compliance
with legislation
and unethical
business conduct

Strategic pillars (page 19)
Reunert’s group strategy considers the operating environment, material matters, risks and opportunities and input from
all material business units. Our strategy addresses our material matters, key stakeholder themes and key risks, and
leverages our key external business drivers.

Our customers

Our people

Efficiency

Diversification

Innovation

Transformation
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The Audit Committee approved the material matters, which remained relevant and the same as the previous two reporting
periods. Our approach to each material matter is discussed throughout this report. Our salient features (page 1) provide an
overview of Reunert’s material matters; key risks and opportunities, together with the related strategic pillars and objectives;
and the KPIs and the group’s performance against them.

Reunert’s material matters
Our material matters are the matters or themes that most impact our ability to create value. We consider material
matters that directly or indirectly impact our ability to preserve financial, economic, environmental and social value
for the group and our stakeholders. Our material matters are:

Political and
regulatory environment

Economy
and markets

L

Technology

M
M

L

H

We are cognisant of the
external developments in
our current and target
markets, and consider
various scenarios into our
mitigation strategies.

M
H

There are growth
opportunities in our target
export and local markets.
Reunert’s current macroeconomic and market
trends are inextricably
linked to the South African
environment, with
infrastructure and state
institutions facing a variety
of headwinds.

L

M
H

Technological advances
provide new opportunities
and disrupt existing
business.
Technology influences our
customers’ business
processes and the products
and service offerings they
require. Business disruption
can happen due to
innovation by competitors.
Our focus on innovation
and our investments in
relevant technologies are
strong drivers of growth,
which leverage our existing
intellectual property.

Legend
L

M

H

Low level of control
Medium level of control
High level of control

L

H

Our employees’ skills,
experience and
commitment to our group
values underpin our
high-performance, diverse
and innovative culture.
Equitable representation,
especially at management
levels, is a business
imperative.
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The South African business
environment is characterised
by uncertainties in the
political, policy, regulatory,
labour and societal spheres.

People

12
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Key external business drivers
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KEY EXTERNAL BUSINESS DRIVERS
Reunert’s three segments each operate in multiple market sectors and are
influenced by diverse business drivers. This section outlines opportunities
and risks associated with our key external business drivers. We discuss these
business drivers further in the segment performance reviews starting on page 34.
Our strategy aims to capitalise on these opportunities and mitigate the risks.
South African economy

Infrastructure development

Customers’ spending patterns are influenced by
economic activity, government expenditure, interest
rates, exchange rates, consumer and business
confidence, growth in gross domestic product (GDP)
and gross domestic fixed investment (GDFI). Despite
the change in political leadership in December 2017, the
South African growth rates remain subdued. South
Africa’s new leadership continues to implement
initiatives to drive ethical behaviour and growth.

The group’s involvement in energy projects (including
renewables), and maintenance and replacement
programmes for public and commercial infrastructure
significantly contribute to revenue.

Risks

>> Improved sentiment and
confidence will drive
corporate and consumer
spending and investment
>> Other identified
geographies offer us
opportunities for growth
>> Government-led stimulus
package and commitment
to infrastructure

>> The low domestic
economic growth
environment and
the fractious political
environment are
damaging business
and investor confidence
>> Based on economic
forecasts, no significant
growth is expected in
South Africa over the
next three years

Risks

>> Electricity demand
in Africa
>> Telecommunications
demand in South Africa
>> Foreign development
investment in
Sub‑Saharan Africa
>> The South African
government’s
commitment to
a R400 billion
infrastructure‑led
investment programme

>> Key political events such
as the South African
2019 general election and
rebuilding South Africa’s
moral fibre will take time,
despite the positive initial
steps taken by President
Ramaphosa
>> The public sector’s ability
to raise funding
>> Economic pressure may
result in reduced state
institution and
municipalities’
expenditure, resulting in
lower demand for our
products and services
>> Decline in World Bank and
IMF-funded infrastructure
projects in Africa

Real GDP growth rate (%) in major operating territories

Real GDP growth rate (%) in major operating territories1
10

8
India
East Asia
and Pacific

6 Sub-Saharan
Africa

4
Australia

2

USA
South Africa

2
0

1
2

2014

2015

2016

2017

2018 forecast

Source: IMF, World Economic Outlook, October 2018, World Bank, Global Economic Prospects.
South African Medium Term Budget Policy Statement, 24 October 2018.

2019 forecast

2020 forecast
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Opportunities

Opportunities
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Key external business drivers continued

Security demand

Commodity cycles

Sales volumes of security and defence-related products
depend on South Africa’s security and defence budgets,
and on global demand due to geopolitical tensions.

Commodity cycles influence the demand for mining
production input and new project development. Some
target markets derive their earnings from oil, and they
curb expenditure when oil prices are under pressure.

Opportunities

Risks

Opportunities

Risks

>> The Middle East, South
and Southeast Asia
are growth markets
>> Applied Electronics
continues to be a key
supplier to the South
African National Defence
Force (SANDF)
>> Export markets for
products developed either
through co-funding with
the South African
government or through
internally funded research
and development

>> Demand is not constant,
as orders are typically
linked to either new
projects or replenishment

>> Higher demand for
commodities leading to
capital investment by the
mining sector

>> Complex and protracted
negotiations

>> Increased emphasis
worldwide on products
that safeguard people
and assets

>> Lower demand and lower
commodity prices impact
expansion projects and
maintenance and
replacement cycles

>> Change in political
priorities can delay
contracts

>> Rising oil prices will boost
regional growth in certain
target markets

>> Pressure to participate
in unethical business
conduct
>> Indigenisation policies

Major commodities impacting Reunert1
Unit

2014

2015

2016

2017

2018
Forecast

2019
Forecast

2020
Forecast

INDIRECT IMPACT
ON MARKETS
Crude oil, average

US$/bbl

96

51

43

53

72

74

69

Coal, Australia

US$/mt

70

58

66

89

108

100

90

Gold

US$/toz

1 266

1 161

1 249

1 258

1 259

1 245

1 231

Copper

US$/mt

6 863

5 510

4 868

6 170

6 500

6 540

6 581

Aluminium

US$/mt

1 867

1 665

1 604

1 968

2 122

2 129

2 135

DIRECT IMPACT
ON INPUTS

bbl = barrel, 159 litres
mt = megatonne
toz = troy ounce

1

The World Bank, Commodity Markets Outlook, October 2018.
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Competitive environment

Technology and innovation

Volumes, pricing and margins are influenced by local
and international competition. Favourable growth rates
in some geographies are under pressure and global
trade tensions are rising.

Adapting to technology convergence, product-agnostic
platforms and disruptive technologies, and shorter
system life cycles is increasingly becoming the norm.

Opportunities

Risks

GOVERNMENT POLICY
Uncertainty and/or changing government policy can
impact how Reunert does business, and has possible
cost implications.

Opportunities

Risks

>> Driving localisation and
assisting small, medium
and micro-sized
enterprises (SMMEs)
as part of inclusive
growth initiatives
>> Alternative growth
markets supported by
attractive policy incentives

>> Not meeting the changing
local procurement
requirements could result
in loss of contracts or
lower-volume orders
>> Requirements for
subcontracting
necessitating changes in
production methods, with
potential impacts on
margins and length of
supply chain

Risks

>> Technology providing
>> The wave of technology
internal efficiency gains
change leading to obsolete
products and technologies
>> Research and development
funding enabling product
>> Growing threat of
innovation
cyberattacks impacting
business continuity
>> Adapting and
commercialising defence
technologies for other
markets
>> Secure communication,
cloud and other evolving
technologies
>> Growth of green
technology products

EXCHANGE RATES
Exchange rate volatility influences the demand and
pricing for imported materials, export revenues, margins
and competitor pricing. The major currencies for imports
are Euros and US Dollars, and exports are in US Dollars.

Opportunities

Risks

>> Optimise financial
management
>> A weaker Rand benefits
export margins

>> A volatile Rand makes it
more difficult to tender for
and secure acceptable
margins, due to its impact
on the price and volume of
imports and exports
>> Zambia country risk could
result in continued
liquidity constraints and
further depreciation of
the Kwacha
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>> Tighter international
monetary policies and
the possibility of
escalating and sustained
>> Increasing international
trade actions weaken
interest in our radars and
global growth
tactical communications
>
>
Increased local competition
offerings
from Chinese entities in
>> Demand in Australia,
the telecommunications
China and the USA
and power cable markets
for circuit breakers in
influence industry
renewable energy and
dynamics
telecommunication
>> Increased inflationary
products
pressures on input costs
(labour, electricity,
>> Build, operate and
services and other) reduce
co-financing of
local competitiveness
commercial-scale
against imports and our
renewable energy projects
ability to export
in Africa
>> Demand for participative
technology and production
sharing in export markets

Opportunities
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STRATEGY OVERVIEW
Reunert’s strategy focuses on delivering sustainable growth rates and reducing
our concentration in the South African economy.

We developed our strategy in 2014. It was
approved by the Board in March 2015. The
strategy addresses Reunert’s material matters
and consists of six pillars: customers, people,
efficiency, diversification, innovation
and transformation.

REUNERT LIMITED

More detail on our pillars and our performance
against our strategic objectives is provided on
page 19.
Acquisitions are key to our strategic objectives.
However, we limit acquisitions to those that
align clearly within our existing three segments,
where we have a good understanding of our
core competencies and operating context.

Our customers

Efficiency

Our people

Diversification

Innovation

Optimisation

Transformation

The Reunert strategy process
Analysis

Strategy development

Annual review

Thorough internally
evaluating Reunert’s
strengths, weaknesses,
opportunities, threats,
resources and capabilities
(base year: 2014), as well as
an external analysis of the
future competitive
environment

Together with business unit
management, the Group
Executive Committee (Exco)
develop the group strategy
for Board approval. Strategic
KPIs are identified during the
annual budget process and
incorporated in remuneration
incentive targets.

Business unit executives
review and validate strategies
annually. They identify any
changes or initiatives required
to drive the business
strategy.
Three-year forecasts are
updated with new plans and
initiatives and remuneration
incentive targets are aligned
with the strategic imperatives.

Board oversight
Year 1: The Board approved
the strategy in March 2015.
Year 2: The Board reviewed
the strategy’s implementation
(2016).
Year 3: The Board approved
modifications to the strategy
and interrogated the strategy
implementation (2017).
Year 4: The Board reviewed
strategy implementation
(2018).
In 2019, the Board will
evaluate the full strategy
again.

EXTERNAL ENVIRONMENT AND STRATEGY
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FINANCIAL CAPITAL ALLOCATION
We follow a disciplined and structured approach in allocating our financial capital. We focus on driving future growth and acceptable
rates of return to shareholders. We consider organic and inorganic growth opportunities within our three operating segments, and
our robust reviews follow the processes and predetermined authorisation levels in our Delegation of Authority (DoA).

SOURCES OF FINANCIAL CAPITAL

Cash flow from operations

Cash on hand

Future capital raising

We strive to ensure that the increase
in working capital is in line with our
increase in revenue and that cash from
operations is greater than 60% of
operating profit.

The group strives to keep sufficient
cash resources on hand to meet
dividend payments when due and to
cover any short-term (<3 months)
liquidity constraints in the financial
markets.

As we deploy our existing cash
reserves, we have plans to ensure we
have sufficient short, medium and
long-term tenure bank funding to
continue capitalising on opportunities
as they arise.

FINANCIAL CAPITAL ALLOCATION

Share buyback programme

Investments

In approving the interim and final
dividend to shareholders the Board
considers, inter alia:

The share buyback programme was
introduced in September 2016 as an
additional way to return excess cash
to shareholders. Reunert acquires the
shares in line with JSE Listings
Requirements at a price not
exceeding 10% above the preceding
five-day weighted average price.

Acquisitions are typically small to
mid-sized businesses following bolt-on
logic. These acquisitions contribute to
increasing geographic and product
diversification, and earlier life cycle
businesses into our portfolio.

>> 	the available cash resources of
the group;
>> 	the free cash generated in the period
or year to which the dividend relates;
>> 	the expected future economic
circumstances of the major markets
in which the group trades;
>> 	the approved budget for the
ensuing year;

Since 2016, 5 million shares,
representing 2,7% of the issued
shares, were repurchased at an
average price of R68 per share.

>> 	the anticipated capital expenditure;

We identified a number of strategic
projects1 which form part of investing
in future business requirements.

>> 	any other committed cash demands,
which should be taken into
consideration in evaluating the level
of dividend to be paid.

Organic growth is funded where it
promises an appropriate return on
capital employed.

Financial capital allocation

R143 million
11%

R162 million
13%
R233 million
18%

R241 million
18%

2017

2018

R115 million
9%

R203 million
15%
R745 million
56%

1

Research and development
funding is committed to products
and services in growth areas such as
mining safety, circuit breakers, tactical
communications and renewable
energy. Customer-funded research and
development are of strategic importance.

R781 million
60%

Net dividends paid including non-controlling interests

Investment in acquisitions

Share buyback programme

Investment in capital expenditure

Due to their strategic and competitive nature, these projects are not disclosed.

I N T E G R AT E D R E P O R T 2 0 1 8

Dividend philosophy
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Strategy overview continued
Recent acquisitions
Since 2015, the group has invested a cumulative R639 million into acquisitions. These acquisitions contributed R1 718 million in
revenue in 2018.1

SEGMENT

CLUSTER

ENTITY AND
EFFECTIVE DATE

EQUITY
INVESTMENT AND
SHAREHOLDING2

>> Regional diversification

August 2016

Electrical
Engineering

R153 million
75%

Cables

STRATEGIC RATIONALE

>> Vertical integration

(copper rod)
>> New customers and markets
>> Access to COMESA3

>> Early life cycle business with

March 2018

ICT

strong growth rates

R221 million
100%

Business
communication

>> Adding last mile and broadband

connectivity
>> New customers
>> Broadening the suite of products

sold through ICT channel
REUNERT LIMITED

>> Scalability
>> Integral part of the cluster

December 2015

R22 million
100%
Secure
communications

>> Vertical integration
>> New customers and markets
>> Manufacturing capability of

military-grade, highly complex
printed circuit boards
>> Integral part of the cluster

October 2016

>> Vertical integration, providing

R95 million
100%

cryptographic solutions needed
for secure communications
>> New customers and markets
>> New technology
>> Early life cycle business

Applied
Electronics

March 2017
Renewable
energy

R106 million
54,4%
(2017: 51%)

renewable energy market
>> Early life cycle business
>> Annuity revenue streams
>> Early life cycle business

March 2017

R22 million
100%

Solutions

>> Entering the rapidly growing

(2017: 74,9%)

in robotics
>> Entering new market sector
>> Employee skill set
>> Complementary Reutech

production line
>> Augments fuze and power cell

March 2018
Fuzes

dopptech

DOPPLER TECHNOLOGIES

R20 million
100%

product range
>> New technology
>> Additional markets
>> Provides scale

1
2
3

Actual 2018 revenue contributed by acquisitions made under the strategy since 2014.
Excludes working capital loans.
Common Market for Eastern and Southern Africa.
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2018 STRATEGIC REVIEW
In March 2018, the Board reviewed the group strategy’s implementation during the 2017 financial year, including key changes in
the competitive environment, and concluded that it showed good progress.
Cyril Ramaphosa’s election as leader of South Africa’s ruling party in December 2017 and as President of the country in
February 2018 contributed to a more optimistic country outlook. Although this bodes well for medium-term growth, short-term
growth rates are still under strain, as they deteriorated after the first quarter. The economic recovery remains uncertain, as a
number of structural impediments need to be addressed. We welcome the stimulus plan announced in September 2018, the
outcomes of the Jobs Summit and the Presidential Investment Conference in October 2018. Reunert remains well-positioned to
benefit from improvements in South Africa’s economic activity, particularly if infrastructure improvement/development is used
as a key stimulus lever.
Our key focus areas during 2018 were:
>> maximising our operating efficiencies as the South African economy remained under pressure;
>> continued focus on penetrating our international target markets; and
>> acquisitions of and entering early life cycle businesses, recognising that the improving country risk should lead to increased
opportunities in South Africa

Group strategic pillars and objectives

STRATEGIC PILLAR
AND OBJECTIVES

Customer centricity focuses on enhancing
the customer value offering. The key
objective is to establish strong customer
relationships. In turn, this maximises our
share of a customer’s overall spend.

Provide customer-centred
products, services and
solutions

Our people

Develop a high-performance
culture focusing on effective
employee engagement
(page 49)

SIGNIFICANT ACTIVITIES
AND OUTCOMES IN 2018
>> Expanded circuit breaker customer base
in USA, Europe, Middle East and Asia
>> The SkyWire acquisition allowed ICT to
expand its customer base and introduce
broadband connectivity solutions to
existing customers
>> Good progress from Applied Electronics
in developing in-country presence,
bringing us closer to our international
customer base

Reunert promotes a values-based culture in
a high-performance environment to support
our growth strategy. We actively engage
with all employees in a meaningful manner,
and motivate and recognise excellence.
While we actively invest in our people,
employees are responsible for ensuring they
adopt our high-performance culture.

>> Embedded Reunert’s values throughout
the group

Innovation is an important skill in many of
our businesses. Retaining key employees
and those with scarce and critical skills,
is vital.

>> Reviewed the BBBEE strategy and
key metrics

>> Revised our HR strategy to ensure that
our people development, recruitment and
retention focus aligns with our future
expected skills requirement and our ability
to participate in South African business
opportunities
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Our customers

DESCRIPTION

20
Strategy overview continued

STRATEGIC PILLAR
AND OBJECTIVES

Efficiency

Ensure best-in-class
operational efficiency and
improved capital efficiency
Focus areas
To optimise our existing
efficiencies and deliver
strong cash flows

REUNERT LIMITED

Diversification

Diversify and increase
earnings through a
combination of:
>> geographic expansion
into target markets;
>> new products and
services;
>> new and enhanced
solution offerings; and
>> early life cycle
businesses.

DESCRIPTION

SIGNIFICANT ACTIVITIES
AND OUTCOMES IN 2018

Reunert focuses on managing and
optimising existing assets. These assets are
expected to deliver organic growth, in line
with GDP and GDFI, and generate sufficient
free cash flows to implement the group’s
diversification and innovation strategies.
Cost control and the continued drive for
business efficiencies are key contributors
to good financial returns.

>> Continued emphasis on cost efficiencies
with a careful approach to balance
anticipated growth and current level of
business activities

We devote ourselves to managing working
capital and optimising capital expenditure to
maximise the cash generation from existing
businesses. We also focus on supply chain
efficiency to reduce costs.

>> Total overhead costs excluding net foreign
exchange gains and losses remained at
4% (2017: 4%)

>> Geography: Through acquisitive and
organic growth, the group can expand the
existing value offerings into carefully
selected geographies. International
developments determine our choice of
markets and the speed of geographical
diversification.

>> The ICT segment made significant strides
in expanding its product offering and
transforming its business model into a
total workspace provider

>> New products and services: We
leverage our strong brands to offer
additional products and services to
customers in South Africa. Cross-selling
opportunities can provide organic growth
opportunities.

>> Significant traction on in-country presence
in targeted geographies; new resources
accelerated the progress

>> Improved solutions offering: We
continuously introduce solutions that
improve margins and help retain
customers. We pursue moving up the
value chain through acquisitions.

>> Cash generation as a percentage of
operating profit due to significant sales,
particularly in Applied Electronics, in the
last quarter. This impacted working capital
investment

>> The SkyWire acquisition broadened
connectivity solutions in the ICT
communications cluster

>> Export activity and order books in
Applied Electronics segment are strong.
>> DoppTech expanded Applied Electronics’
customer relationships in key geographic
regions that the group could not
previously access

EXTERNAL ENVIRONMENT AND STRATEGY

STRATEGIC PILLAR
AND OBJECTIVES

Innovation

Develop new products and
services and reduce costs
through innovation, research
and development

DESCRIPTION

Through a group-wide focus on innovation,
we drive the product, service and solution
pipeline that supports sustainable growth.
By harnessing technology, we become more
efficient in delivering our products and
services, thereby growing our revenue.
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SIGNIFICANT ACTIVITIES
AND OUTCOMES IN 2018
>> Continued identifying opportunities
for new products and services
>> Terra Firma entered the build-own-operate
model as part of its expansion strategy
>> Secured local production orders for
recently developed radars, tactical radios
and stabilised remote platforms

Focus areas
>> Product innovation and services diversification
>> Leveraging our existing brands and distribution channels to introduce
new products and services

Transform our businesses
to effectively participate in
the markets we serve

>> Through economic and people
transformation (page 47), we capitalise on
our opportunity to participate in
South African revenue streams by aligning
our transformation objectives to national
trends and standards.
>> We are transforming our business
models to deliver value-added services
and solutions, strengthening our position
in the value chain. This business
transformation is interlinked with our
diversification, innovation and efficiency
strategies.

>> Extended our group ownership
partnership with Peotona and the
Rebatona Educational Trust
>> Increased BEE equity ownership in
Electrical Engineering cables to over 51%
>> A new commercial engagement model
was introduced in Applied Electronics,
including 30% SMME subcontractors
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Transformation

Transforming Reunert focuses on our human
resources and business models.
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Strategy overview continued

REUNERT STRATEGIC PERFORMANCE SCORECARD
STRATEGIC PILLARS

Our customers
M
L

H

Our people
M
L

H

KPIs

2018
PERFORMANCE

REUNERT LIMITED

2017

2016

A variety of customer-related KPIs at
business unit level measure:
Refer to segmental
performance reviews starting
on page 34.

>> customer loyalty;
>> customer service levels;
>> customer retention; and
>> market share.
Succession plans: % of identified successors
on development plans

36

36

84

Retention of critical skills: % succession
plans for critical roles

29

39

26

0

0

1

19,5

18,6

7,4

NHEPS growth (% change)

(1)

5

17

Return on equity (ROE) (%)

15,2

16,1

16,0

Return on capital employed (ROCE) (%)

19,5

19,8

18,2

Operating profit margins (%)

14,7

15,3

15,5

Free cash flow as a % of profit after tax

56

101

80

Change in revenue mix: non-ZAR revenues
(R billion)

3,1

2,8

2,1

19

150

44

1

Health and safety: fatalities
TSR (%)

Efficiency

2018

1

H
L

M

Diversification
M
L

H

Innovation
M
L

The revenue from new products released
per year

N/A

Long lead times of customer
acceptance of new products
makes reporting this KPI
inappropriate at this stage.

H

Transformation
H
L

Inorganic growth: operating profit
contribution from acquisitions (R million)

% improvement in employment equity
representation at top and senior
management

5

11

18

Reunert Limited BBBEE Codes level3

4

4

N/A

M

The level of progress since 2016
L

M

1
2
3

H

Limited
Moderate
Significant

Includes top, senior and middle management.
Includes top and senior management.
Refer to the BBBEE rating per business unit fact sheet available at www.reunert.co.za/downloads/reports/supplementary/
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PERFORMANCE SNAPSHOT
FINANCIAL

R8 774 million

7%
3%

Revenue growth

Organic revenue

Improvement in
operating profit

R1 523 million

4%

Organic operating profit

Improvement in headline
earnings per share (HEPS)

R1 718 million

3%

Total shares repurchased
since 2016

Acquisitive revenue

4%

R19 million

Increase in total
dividend to 493 cents per share

Acquisitive operating profit

STRATEGIC

DIVERSIFICATION
>> Acquisitions:

100%

of SkyWire,
effective 1 March 2018

100%

of DoppTech,
effective 1 March 2018

>> Geographic

diversification:

BUSINESS MODEL
INNOVATION
>> ICT segment evolution

gains traction
>> Improve annuity income

streams with renewable
energy build-ownoperate contracts

TRANSFORMATION

>89% of all

external
management
placements were
employment equity
candidates

SUSTAINABILITY

PEOPLE

>> Group sustainability

>> Strong focus

strategy approved

on developing a
values-based
culture throughout
the group

>> Power cables

increased BEE
ownership to
above 51%

30%

of revenue derived from
outside South Africa
R3 141 million
(2017: R2 769 million)

LEADERSHIP REVIEWS
Performance snapshot
Chair’s report
Executive review
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CHAIR’S REPORT
FINANCIAL PERFORMANCE
The group’s underlying performance has built on the solid
platform we have created through steadily implementing
our strategy that was approved in 2015, and the regular
reviews held since then.
Pleasingly, the performance in the Information
Communication Technologies (ICT) and Applied
Electronics segments were strongly ahead of last year.
However, our Electrical Engineering segment experienced
weak local infrastructure spend, because of the
precarious financial position of certain key state
institutions, and a deterioration in Zambia’s liquidity and
the devaluation of its currency. These factors led to a
significant decline in the segment’s profitability.

REUNERT LIMITED

The group’s operating profit was 3% higher than in the
prior year. This result again provides a return well above
the group’s cost of capital.
The implementation of our
strategy has ensured we
diversify our revenue streams.
We remain well positioned to
benefit from an improvement
in the South African economy
and in particular from the
government’s recently
announced fiscal stimulus plan
which has infrastructure
development as a key lever.
We continue to improve our
local market positioning and
recently concluded a further
empowerment transaction in
our cable businesses resulting
in the cables cluster being
more than 51% black-owned.
We were also pleased to extend the tenure of the
Bargenel empowerment relationship for a further four
years. We value our relationship with Peotona Group
Holdings and the Rebatona Educational Trust.
Our balance sheet remains largely ungeared, allowing us
to continue providing our shareholders with a good
dividend yield and to conclude appropriate acquisitions,
which add to our value offering and provide growth and
diversification opportunities.
Further detailed insights into Reunert’s financial
performance can be found in the executive review
written by group CEO, Alan Dickson, and group CFO,
Nick Thomson on page 27.

COUNTRY CHALLENGES
AND OPPORTUNITIES
At the time of writing last year’s report, our country
was anxiously awaiting the ANC’s December 2017
elective conference. The country had become
disillusioned with the corrupt ways of the ruling party’s
leadership. South Africans had realised that our fledgling
democracy was inexplicably, albeit obviously, in the

Our balance sheet remains largely
ungeared, allowing us to continue
providing our shareholders with a
good dividend yield and to conclude
appropriate acquisitions, which add
to our value offering and provide
growth and diversification
opportunities.
debilitating grip of a criminallyconspired state-capture
process, led by a cabal of the
ruling administration and
various rogue elements.
Although admiration for and
reliance on our judiciary was
intact, our despair was
deepened by a realisation
that certain of our law
enforcement agencies were
either incompetent, captured,
or both.
Fortunately, the highly
respected Cyril Ramaphosa
became President of the
African National Congress
(ANC) in a closely contested
election, although some National Executive Committee
(NEC) members who were elected were apparently not
united behind him. This lack of unity and the divisive ways
of some NEC members in the months ahead were to
periodically challenge the effectiveness of Ramaphosa,
as well as the unity of the NEC and the efficacy of its
decisions.
Thankfully, the ANC withdrew Jacob Zuma following the
early euphoria triggered by Ramaphosa’ s success and
Ramaphosa assumed the presidency. Dubbed
‘Ramaphoria’ by the media, the country’s spirits lifted,
and the rising confidence of South Africans brought a
new dawn after the damaging, depressing and draining
years of the Zuma administration.
Regrettably, this euphoria began to dissipate in the face
of many challenges emerging in the following months.
As is evident from Judge Nugent’s and Judge Zondo’s
judicial reviews into the South African Revenue Service
(SARS) and State Capture respectively, and confirmed by
various leading political commentators, the depth and
extent of the corruption and rot of the Zuma years has
become increasingly apparent this year, which makes the
President’s task more onerous.

LEADERSHIP REVIEWS

President Ramaphosa cleared his cabinet of several
incompetent ministers although, apparently influenced by a
desire to protect ANC unity, he retained others who should
also have been removed from office. One anticipates them
being removed in due course or resigning.
Esteemed ministers who had fallen victim to Zuma’s cabinet
reshuffles, such as Messrs Pravin Gordhan and Nhlanhla
Nene, were reappointed by President Ramaphosa to key
positions in the cabinet.
Minister Gordhan displayed his typical principled stance,
courage and resolve when he began to address the deep
problems and corrupted structures in various state-owned
institutions. Citizens and markets alike welcomed Minister
Nene, who later resigned after the Judge Zondo inquiry shed
light on past meetings he had held with the Gupta brothers.
The president speedily appointed the highly rated Tito
Mboweni in Nene’s stead, which typifies his commitment to
strong and ethical leadership.

The President also placed himself at the centre of calls and
arrangements for job summits, investment seminars and
related interventions. His vision is clearly principle-driven and
is admired and respected. He is also known to be an
arch-strategist, and he has the backing of the business
community.
However, it is going to take widespread policy certainty, new
and enlightened policies in various instances, socio-political
stability and an energised confidence in the future of our
country that is freed of the calamitous path of the past nine
years, for South Africa to rise from the malaise in which it
finds itself. Our foremost need is jobs. And creating jobs
requires investment, whether domestic or foreign. In turn,
investments require policy certainty and an investmentfriendly environment.
The recent first-ever South African Investment conference
organised by President Ramaphosa was a resounding
success. In his opening speech he stated that the conference
was “an expression of shared hope and renewed confidence”
and “an unequivocal statement that we are prepared to put
behind us the period of uncertainty and discord and embrace
a future of cooperation and partnership”. We compliment him
on this strong message of hope and enthusiastically concur
with him. The pledges of billions of Rand for investment are
obviously encouraging, although the funds are likely to be
finally committed only if the above-mentioned requirements
are in place. Our government should focus diligently and
urgently on high-priority solutions.

We continue to invest in
South Africa both in our businesses
and new products, and in developing
our human capital.
A recovery is also going to require many leaders in the ruling
party throughout the country to shed corrupt practices, which
sadly have become deeply embedded into it over recent
years. Obviously, the private sector must play its part in this
essential national resurgence of integrity, especially after
various embarrassing incidents in the past year. Reunert
remains fully committed to playing its part through adherence
to our principles of ethical leadership which we have
entrenched through our values.
We continue to invest in South Africa both in our businesses
and new products, and in developing our human capital.
We also reconfirm that we accept co-responsibility for the
creation of a better future. Alan also actively participates
in the CEO Initiative and we support Business Leadership
South Africa.
We thank those members of the ruling and other political
parties as well as various non-governmental organisations
who are courageously fighting back to recover the reputation
and integrity of our country. While noting the recent reports
that shame the Sunday Times for its poor reporting on various
key matters over past years, albeit with a courageous apology
that followed from its current editor, we also again thank
members of the media for their tireless coverage and
exposure of the wrongs in our politics and society in general.
They are unsung heroes.

STRATEGY
Last year, I advised that in our strategy review the Board
revisits and updates the strategy one year and reviews its
implementation the next. This year’s strategy review session
focused on implementation. We are satisfied that it is being
rigorously pursued and that the required resources are both
available and being applied.
The strategy itself was again endorsed. Its key pillars are:
>> to diversify and thereby to reduce concentration risk with
respect, for example, to geographies, currency, and
products in mature life cycles;
>> to be efficient in managing our existing assets and cash
flows; and
>> to innovate by developing new products and services in
our businesses.
Our key strategic enablers are to transform our businesses
(comply with the BBBEE Codes, or exceed requirements
where appropriate, and strengthen black ownership) and to
be a customer-centric and values-driven organisation.
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Having suddenly lost the cudgel of a compromised and
discredited Zuma, opposition political parties looked for a
new political weapon, and the issue of expropriation of land
without compensation soon took pole position in our political
discourse. The President tactically wrenched the issue from
the hands of the opposition and placed himself personally at
the centre of this emotional and contested matter. We fully
support that sustainable land-solutions must be found to
ensure the future socio-economic stability of our country.
However, only time will tell how this matter will be
satisfactorily resolved because of the disparate views that
abound. Cleverly, President Ramaphosa has appointed a panel
of experts with varying interests in and knowledge of the land
matter to advise him.
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BOARD MATTERS AND GOVERNANCE
Through a challenging year, the Board focused on its duties
to the company and all stakeholders. The Board and each of our
committees discharged their respective mandates as written
into our annually reviewed terms of reference. The Board and
committee performance evaluations were successfully
completed and, while various areas for improvement were
noted and will be addressed, generally the Board and each
committee scored highly against the many questions posed.
Membership of the Board and each committee was also
reviewed to ensure that the required balance of demographic
and gender-representation, skills, knowledge, and experience,
are in place.

REUNERT LIMITED

During the year, Tumeka Matshoba-Ramuedzisi and
John Hulley were appointed directors after due process.
Both have appropriate, albeit different, skills and experience
and will add value to the Board. We welcome them.
Our succession management process for the board is crucial
and must deliver. However, our search for suitable candidates
this past year has been challenging. A large proportion of
candidates submitted by reputable recruitment agencies were
relatively young and inexperienced. A fine candidate could
regrettably not be appointed towards the end of our financial
year because of a conflict of interest that emerged in our
governance and candidate-checking process. In the case of
more experienced candidates, many already carry many
directorships, executive and other responsibilities, thereby
signalling that time and attendance problems might arise.
These are important considerations. As a result, the Board
requested Audit Committee chair, Rynhardt van Rooyen, and
Risk Committee chair, Brand Pretorius, to consider serving
one more year before retiring. We are pleased that they have
both agreed to serve this additional year, which will ensure
proper succession and hand-over of responsibilities in the
year ahead.
We are pleased with our meeting attendance record. Our Board
meeting attendance for the year was 100%. With respect to
attendance at scheduled committee meetings (the Investment
Committee meetings are unscheduled and often called at short
notice), and excluding John Hulley understandably not being able
to attend his first Risk Committee meeting soon after his
appointment because of an unchangeable prior commitment,
we also achieved a 100% attendance record in every committee.

This year commemorates the 70th
year of Reunert being listed on the
Johannesburg Stock Exchange. We
thank the JSE for our constructive
relationship through all these years.
APPRECIATION
Guided by the Board and under the fine executive leadership
of Alan and his team, Reunert has enhanced its investment
case in the past year in challenging business conditions.
Notwithstanding the increasingly bearish equity market of
recent months, with Reunert’s share price also being
adversely affected, we have been encouraged by the
complimentary reports emanating from respected sectors
of the investing community. We thank our shareholders.
This year commemorates the 70th year of Reunert being
listed on the Johannesburg Stock Exchange. We thank the
JSE for our constructive relationship through all these years.
I continue to be impressed with and appreciative of the
Board members’ commitment to their responsibilities, and
to their individual and collective intent to ensure that Reunert
is a successful company of which we are all proud. They
make my job easier and I salute them.
On their behalf we thank Alan and our executive team, our
managers, supervisors and employees for their continuing
dedication. As I say each year, they represent the true value
of Reunert.
And, on their collective behalf I thank our customers, suppliers,
empowerment partners, technology and other associates,
trade unions and other business partners, for their relationships
with us. We value and appreciate them.

Trevor Munday
Chair
19 November 2018
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EXECUTIVE REVIEW
SUMMARY OF THE YEAR UNDER REVIEW
Group revenue increased by 7% to R10 492 million
(2017: R9 773 million). Pleasingly, operating profit grew by
3% from R1 497 million to R1 542 million. The improvement
in profitability, combined with the reduction in the number of
shares due to the continued share buyback programme,
resulted in headline earnings per share growing by 4%.
A total cash dividend of 493 cents per share out of the profit
was declared for the year.
The Board reconfirmed the Reunert strategy in March 2018.
In line with our strategic intent to pursue further diversification,
we acquired SkyWire and DoppTech effective 1 March 2018.
SkyWire gives us access to the rapidly growing broadband
connectivity market, and DoppTech both broadens our fuze
offering and provides access to new international geographies.

Reunert delivered operating profit
growth in the 2018 financial year
driven by strong earnings growth
in both the ICT and Applied
Electronics segments.
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We welcome the new President’s commitment to ethical
behaviour and accelerating inclusive growth by building
partnerships. We acknowledge the challenge the country’s
leadership faces in rectifying the failures of the recent past.
While we recognise that positive initial steps have been
taken, there is still much to be completed to achieve inclusive
economic growth and address unemployment, poverty and
inequality.

We acquired SkyWire, a company providing broadband
connectivity to business customers. This acquisition gives
the ICT segment access to the rapidly growing broadband
connectivity market. Of strategic importance is that the
connectivity provides the customer with critical access
points through which the segment’s voice, data and
future total workspace solutions will be provided.

Positively, the recently announced fiscal stimulus package
and Presidential Investment Summit, with the emphasis on
infrastructure development and the promised recapitalisation
of key state institutions, should see a return to the normal levels
of demand from Eskom and the municipalities serviced by our
Electrical Engineering segment and Denel in our defence
business units. Reunert remains committed to South Africa’s
ambition to drive inclusive growth, and we are well positioned
to benefit from the improvement in local economic activity.

The liquidity challenges in Zambia hampered the Electrical
Engineering segment’s geographic expansion ambitions
into Africa. We are hopeful that as Zambia’s economic
conditions improve, our geographic expansion will increase
momentum. These challenging conditions have, however,
negatively impacted the segment’s progress in this regard
during 2018.

STRATEGY
During the year the group continued to drive strategy
execution.

Business transformation
The ICT segment continued to make significant strides in its
transformation towards a modern ICT business. Nashua office
automation continued to expand its total workspace offering
with revenue from new services increasing by 7% to
R251 million (2017: R232 million).

Geographic expansion

The Applied Electronics segment continued the strategic
actions to secure our key South and Southeast Asian
markets, and this enabled new tenders to be submitted for
critical long-term export contracts. The segment also
acquired DoppTech, a fuze business, which augments our
product offering into our current geographies and enables
access into two new geographies.
Overall the group increased its non-South African revenues
to 30% (2017: 28%) of total group revenue.
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We made significant progress on our transformation strategy.
We are especially pleased that a second empowerment
transaction at our local power cable business unit has grown
our direct black ownership above 51% (including the
flow-through from Reunert Limited). This development is in
keeping with the requirements of the business unit’s key
customers and should enable a continuation of our market
access as the government’s infrastructure expenditure
increases. The non-cash IFRS 2: Share-based Payment charge
resulting from this transaction was R32 million before
professional costs.
Reunert also exercised its option to extend the tenure of the
Bargenel empowerment arrangement for a further four years.
There are 18,5 million Reunert Limited shares held in this
structure which, for accounting purposes, are considered
treasury shares until the associated financing arrangement
has been settled and the risks and rewards of ownership fully
transferred. No IFRS 2 charge resulted from this extension,
as the option value was incorporated in the initial value of
the IFRS 2 charge provided for at the inception of the
arrangement 10 years ago.

REUNERT LIMITED

FINANCIAL PERFORMANCE
Group results
Group revenue increased by 7% to R10 492 million
(2017: R9 773 million), and operating profit increased by
3% to R1 542 million.

We achieved this growth in a volatile Rand environment and
recessionary pressures in the key infrastructure markets
serviced by our Electrical Engineering segment. Its
profitability declined sharply. This was primarily due to
reduced demand at key state institutions and poor results at
Zamefa, as a consequence of Zambia’s liquidity constraints
and the 27% devaluation in the Zambian currency to the
US Dollar.
The ICT and Applied Electronics segments performed well,
particularly in the second half. The ICT segment improved
sales in high category multi-functional printers (MFPs) and
saw good growth in new total workspace solution sets. The
Applied Electronics segment’s growth was driven by record
export orders, the benefit of a weakening Rand in the second
half, and the rapid expansion of the renewable energy
Year-on-year printer device in field vs total document volume
business.
(TDV)

Key earnings metrics
750

+5%

+4%

Earnings per
share

Headline earnings
per share

-1%

700

cents

Empowerment

650

600

2017

Normalised headline
earnings per share

2018

2018
Rm

2017
Rm

%
Change

10 492
1 699
(157)

9 773
1 635
(138)

7
4
14

Operating profit (before net interest income, dividends
and empowerment transactions)
Net interest income and dividends received

1 542

1 497

3

11

65

(83)

Profit before empowerment transactions
Empowerment transactions

1 553
(42)

1 562
(20)

(1)

Profit before taxation
Taxation

1 511
(358)

1 542
(437)

(2)
(18)

Profit after taxation
Share of joint ventures’ and associate’s (loss)/profit

1 153
(1)

1 105
37

4

Profit for the year

1 152

1 142

1

Summarised consolidated statement of profit or loss
Revenue
EBITDA1
Depreciation and amortisation

Taxation
During the year, Reunert was successful in a tax appeal in the Supreme Court of Appeal in Bloemfontein. The favourable ruling
allowed the group to release a provision for normal taxation of R42 million which, together with the non-taxable fair value gains,
resulted in the effective rate of normal tax incurred for the year of 24%.

1

Earnings before net interest income and dividends, taxation, depreciation and amortisation, and empowerment transactions.
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2018
Rm

2017
Rm

Property, plant and equipment, investment properties and intangible assets
Goodwill
Other long-term assets

1 297
1 053
2 355

1 095
921
2 001

Non-current assets

4 705

4 017

Inventory
Receivables
Cash and cash equivalents and money market instruments

1 461
3 522
765

1 439
2 981
1 652

Current assets

5 748

6 072

Accounts payable
Bank overdraft,short-term loans and current portion of long-term borrowings

2 335
211

2 332
208

Current liabilities

2 546

2 540

Net current assets

3 202

3 532

Net assets

7 907

7 549

Equity and put options
Deferred tax
Long-term borrowings

7 669
156
82

7 364
112
73

Equity and long-term funding

7 907

7 549

Summarised consolidated statement of financial position

Capital expenditure on replacement assets across the group amounted to R56 million (2017: R45 million) and on expansionary
capital R106 million (2017: R98 million). This expenditure was all funded from internal cash resources and represented
23% (2017:12%) of free cash flow before capital expenditure.

Capital expenditure
300
(36%)

250

12%

The increased expenditure under the Other segment
relates to the replacement of the group’s end-of-life
financial consolidation system at a cost of R10 million.
The balance of the capital expenditure was on the group’s
property portfolio.

cents

200
150
100
50
0

2016

2017

Electrical Engineering

ICT

Applied Electronics

Other

2018

Group cash resources
At year-end the group had net money market deposits and other liquid resources totalling R572 million (2017: R1 455 million).
This, together with existing short-term facilities, provide the funds required to continue executing our strategy. As our
current banking facilities generally have a tenure of one year (before requiring renewal) we have started the process of
arranging a longer-term syndicated loan facility for R2 500 million, comprising facilities with a blend of three to five years and
seven-year tenures. The reduction in cash on hand reflects the working capital increase resulting from the substantial revenue
generation in the last quarter, which will convert into cash during the first half in 2019.

Share buyback programme
The share buyback programme was continued, increasing the number of shares purchased from 3,4 million in 2017 to a total of
5 million shares by the end of September 2018. A further R115 million (2017: R203 million) was returned to shareholders through
this process.
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Movement in cash flow (Rm)

Movement in cash flow
2000

1500

(498)

Rm

20
1000

(445)

1 620

(56)
(106)

500
641

(565)
(85)

0
Cash generated
from operations
before working
capital movements

Working
capital

Net
interest

Tax
paid

Capex
replacement

Free
cash flow

Capex
expansion

Investing
activities

(115)

Financing
activities

Total
cash
utilised

Currency hedging

REUNERT LIMITED

Historically, Reunert entered into hedging contracts only once the underlying transaction had occurred and the related asset
(sales receivables) or liability (purchase payables) had been recognised. Accordingly, when underlying assets or liabilities were
remeasured to spot at the reporting dates, their consequent translation gains or losses were matched by those on the
mark-to-market of the related hedging instrument.
This year, due to the extreme volatility of the Rand against the main trading currencies in which Reunert contracts, we extended
our scope of hedging to lock in the Rand value of large export contracts (either purchase or sale) before they are executed. This
secures our trading margin by fixing both the selling price in Rand and the cost of imported inventory used in delivering into our
sales contracts.
However, as the hedging instrument will only be matched by an underlying asset or liability on the execution of the related
contract, the group will be exposed to mark-to-market gains or losses until the underlying transaction occurs and is recognised
in our financial records. The impact of this risk management philosophy was an overall hedge gain of R0,8 million in the
current year.

New accounting standards
We undertook a significant exercise to evaluate the impact of, and to prepare for, the introduction of two new accounting
standards, being IFRS 9: Financial Instruments and IFRS 15: Revenue from Contracts with Customers. Both standards will be
effective for the group from the 2019 financial year and will be applied from 1 October 2018. The cumulative impact will be
reflected as an adjustment to opening retained income in the 2019 financial year. The table below reflects the maximum
expected potential transitional adjustment.

Gross
impact
Rm

Tax
effect
Rm

Effect on
opening
retained
income
Rm

Increase in impairment provision for uncollectible receivables (IFRS 9)
Difference arising from applying different revenue recognition criteria (IFRS 15)

35
105

(10)
(30)

25
75

Total reduction in opening retained income

140

(40)

100
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SEGMENT RESULTS
Refer to the detailed review of our segmental performance, starting on page 34.

Electrical Engineering

ICT

2%i

Applied Electronics

4%h

28%h

Revenue

Revenue

Revenue

R5 139 million

R3 443 million

R2 198 million

2017: R5 247 million

2017: R3 307 million

2017: R1 720 million

28%h

13%h

37%i

Operating profit

Core1 operating profit

Core1 operating profit

R440 million

R715 million

R352 million
2017: R276 million

2017: R635 million

2017: R696
million
Core segmental
operating
profit analysis

Core segmental operating profit analysis
(7%)

Rm

256

1 556

1 443
80

20172

(37%)

13%

28%

(25%)

Electrical
Engineering

ICT

Applied
Electronics

Other

2018

Earnings adjustments impacting operating profit

Electrical Engineering

Earnings adjustments impacting operating profit
1 539

Segment profit

(28)

Profit on sale of assets

Rm

Following a record financial year in 2017, Electrical Engineering
encountered strong headwinds during 2018. The segment’s
revenue was down 2% at R5 139 million and operating profit
decreased by 37% to R440 million.

(77)

Remeasurement gain

Acquisition costs

9

Core segment profit

1 443

The local cable factories experienced a significant reduction
in demand from Eskom, municipalities and Telkom. The power
cable factory maintained capacity utilisation by securing
additional orders, but the change in product mix and alternate
market segments led to reduced margins.
The reduction in Telkom volumes led to a reduction in capacity
utilisation at the CBI Telecoms joint venture, which returned a
loss for the year.
Zamefa experienced serious challenges as liquidity in Zambia
came under further pressure. Key state institutions materially
extended the time to settle amounts due to Zamefa, resulting
in a rapid escalation of Zamefa’s working capital that brought
its available credit facilities under pressure. The Zamefa board
accordingly took a decision to reduce throughput to reduce this
working capital burden. This reduction in activity, together with
the 27% devaluation of the Zambian Kwacha against the
US Dollar, mostly during September 2018, and the resulting
foreign exchange losses in Zamefa, caused a substantial loss
at this business unit.

1
2

Core operating profit excludes HEPS and NHEPS adjustments.
2017 core segmental operating profit includes net R8 million of
HEPS and NHEPS adjustments.
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We are pleased to note that the Zambian government will
replace value added tax (VAT) with general sales tax (GST).
This should allow Zamefa to substantially increase its
throughput, returning the business unit to profitability once
the new GST legislation comes into effect. Based on
speeches delivered by the Zambian Minister of Finance, we
expect that the GST regime should be in place by 1 April
2019. Cash flow projections based on this development are
robust, and we do not consider an impairment of Reunert’s
investment in Zamefa necessary at this time.
All three cable business units completed restructuring
exercises during the year that aligned their cost bases to the
expected medium-term volumes.

REUNERT LIMITED

Our circuit breaker business increased export revenue despite
the stronger Rand in the first half of the year negatively
impacting export revenue and profit. The local market
remained under pressure due to the general economic
environment and fewer projects being executed.
We expect that the negative factors, that impacted the 2018
segment results, will reduce during the 2019 financial year
if: state institutions and municipalities are successfully
recapitalised; confidence in procurement processes and
financial discipline are restored; and the President’s fiscal
stimulus package bears fruit. We also expect the mining
project environment to improve with the certainty provided
by the promulgation of the new mining charter.

ICT
The ICT segment had another pleasing year as it
continues to implement its strategy. Revenue increased
by 4% to R3 443 million, and operating profit increased by
25% to R792 million, including a fair value remeasurement
gain of R77 million as a result of the SkyWire contingent
purchase consideration. Excluding the fair value
remeasurement, the operating profit increased by 13% to
R715 million. The remeasurement arose from the finalisation
of the achievement of the earn-out threshold in the purchase
agreement.
The office automation cluster continued strong product sales
and increased market share in the higher-margin colour and
MFPs sector. The stronger Rand and operational efficiencies
improved the margins in the traditional business. The new
total workspace products and services continued to increase
and generated 13% of total revenue. The franchise channel
performed strongly and the adoption rate of the new total
workspace products and services continues to increase.
The communications cluster performed well as ECN’s
increased voice traffic translated into improved operating
profit. Going forward, SkyWire should underpin continued
growth in the cluster despite further regulated interconnect
rate decreases and increased pressure on voice minute
volumes being expected in 2019.
The loan book increased in line with the improved sales
of office automation and the franchise channel. The loan book
closed at R2 689 million (2017: R2 375 million) and delivered
another good performance as bad debt remained at low levels.

Applied Electronics
Revenue in Applied Electronics increased by 28% to
R2 198 million and operating profit increased by 38%
to R380 million. This included a R28 million capital profit
generated on the sale of a property no longer required by
the segment. Excluding this capital profit, the segment grew
by 28% to R352 million.
Revenue and operating profit increased considerably at the
export-oriented fuze factory and at our renewable energy
solution provider on the back of their delivery into substantial
contracts. The balance of the business units in this segment
generally had results in line with the prior year.
Our pipeline of contracts remains positive. The fuze factory
has a near-full order book for 2019, albeit at lower margins
than the 2018 financial year. In August 2018, our secure
communication cluster successfully concluded contracts for
the next multi-year roll-out of digital tactical communication
systems into the SANDF. This will ensure a strong baseload
over the next 18 months. We foresee good export orders as
our new digital platforms continue to gain acceptance in
export markets.
The pipeline for local and export defence radars is considerably
stronger than the past few years, supported by the recent
conclusion of a combined radar, communications and dynamic
control platform order for the Navy’s new frigates.

PROSPECTS
The recent government commitments to increased
infrastructure investment bode well for a recovery in the
Electrical Engineering segment.
The ICT segment is anticipated to continue to deliver a good
performance as the strategy execution continues and the
SkyWire acquisition bolsters the growth of the segment.
The Applied Electronics segment has solid order books in
most business units and we continue to anticipate good
growth in our renewable energy business. The fuze factory’s
profitability will reduce in financial year 2019 due to the
product mix in its export contracts.
Subject to no significant changes in local socio-economic
conditions, the implementation of GST in Zambia and
moderate currency volatility, the group should deliver another
solid performance in the 2019 financial year.

APPRECIATION
We owe our performance to the dedication and driven teams
at each of our business units and thank our employees for
their sterling efforts. To all our customers and suppliers, we
value your continued support. To the Board, thank you for your
wise counsel and support.

Alan Dickson
Group CEO
19 November 2018

Nick Thomson
Group CFO
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Our group profile fact sheet
(www.reunert.co.za/downloads/
reports/supplementary/) comprises
more information on our business
units, their products and services,
distribution channels, market sectors
and intellectual property.
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ELECTRICAL ENGINEERING
The Electrical Engineering segment
comprises business units with a
significant footprint across the
electrical and telecommunications
infrastructure industries.

ALAN
DICKSON

REUNERT LIMITED

ELECTRICAL ENGINEERING AT A GLANCE1

Drivers for growth

Value offerings

>> Sub-Saharan Africa economic, population and
urbanisation growth
>> Infrastructure development
oo Demand for electricity in Africa (new
generation capacity, electrification for
domestic, commercial and industrial users,
and increase in off-grid solutions)
oo Renewable energy
>> Broadband connectivity
>> Key market verticals for circuit breakers in China,
Australia, USA and Europe in telecommunication,
rail and solar applications

>> A leading Sub-Saharan African electrical
infrastructure supplier:
oo Manufacture a complete range of underground
and overhead power cable products
oo Provide turnkey high-voltage power systems
oo Manufacture a comprehensive range of
telecommunication cables (optical fibre,
copper and industrial)
>> Manufacture and supply low-voltage electrical
distribution, protection and control equipment

Competitive advantages
>> Base load production underpinned by

long-term supply contracts
>> The largest power cable market share in

sub-equatorial Africa
>> Market-leading BBBEE credentials
>> Good geographic spread and a diverse

Customer segments
>> Utilities (transmission, generation and
distribution)
>> Renewable energy
>> Mining and industrial
>> Telecommunications network operators
>> Original equipment manufacturers (OEMs)
>> Residential and commercial circuit breakers
>> Rail

production base

Achievements

Outlook and focus areas

>> New customer verticals in the four key circuit
breaker export markets gained traction
>> Increased circuit breaker export revenue
>> Increased BBBEE ownership in the cables cluster
to over 51%, providing a beneficial marketleading position

>> External drivers:
oo Anticipated improved liquidity at Zamefa, including
the replacement of VAT by the introduction of a
general sales tax GST system
oo Anticipated partial recovery in the local cables
market with expected volume growth, including the
recovery of Telkom orders
oo Higher demand for cables and circuit breakers
resulting from renewable energy projects
>> Internal drivers:
oo Continue the international drive in Low Voltage and
develop the new products that customers require
oo Increase the export capability of Telecom Cables to
augment the local demand
oo Improve Zamefa’s working capital requirement
oo Continue the efficiency focus including optimising
material management
oo Improve cash generation and operating sales
margins in the cables cluster

Challenges
>> South African macro-economic situation
>> Significantly reduced demand from state institutions

and municipalities, leading to capacity underutilisation
at some plant product lines
>> Low demand for copper telecom and fibre-optic
cables from Telkom as they rightsized their inventory
holding
>> Rightsizing operations to lower demand and
consequent retrenchments
>> Zambian liquidity crisis

1

Revenue, operating profit, total assets and capital expenditure including contributions from the joint venture.
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Revenue (Rm)

Total assets (Rm)

Core operating profit (Rm)

Capital expenditure (Rm)

6 000

900

3 600

36

5 000

750

3 000

30

4 000

600

2 400

24

3 000

450

1 800

18

2 000

300

1 200

12

1 000

150

600

6

0

2016

2017

0

2018

2016

2017

0

2018

OPERATIONAL PERFORMANCE REVIEW

Electrical Engineering’s revenue decreased by 2% to
R5 139 million (2017: R5 247 million) and operating profit
decreased by 37% to R440 million (2017: R696 million).

2017

0

2018

2016

Subdued macro-economic conditions restricted our expansion
into Sub-Saharan Africa infrastructure (power and
telecommunications). We are re-assessing the returns we can
expect if we expand our heavy manufacturing activities, and
we did not make any further acquisitions.
All business units’ performance improved during the second
half of the year due to a slight recovery in order volumes, the
benefits of export sales coupled with the weaker Rand, and
the lower cost base following the rightsizing of operations.
Government’s recent commitment to invest R400 billion into
infrastructure should have a positive impact on the segment’s
performance over the medium term.

Factory capacity utilisation (%)
80

70

60

%

50

40

30

20

10

African Cables

Mar 2016
Zamefa

Sept 2016

2018

The Zamefa utilisation decreased due to the decision to limit
output to 50% of capacity until liquidity issues are resolved.
Circuit breaker production remained resilient.

In 2018, all cable factories had sub-optimal factory capacity
utilisation levels, and the resulting lower production volumes
negatively impacted efficiency levels in the cables cluster.
Factory capacity utilisation

Sept 2015

2017

Mar 2017

Low Voltage (circuit breakers)

Sept 2017
Copper telecom cables

Mar 2018
Fibre telecom cables

Sept 2018
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Electrical Engineering’s performance
was characterised by significant lower
demand from major municipalities, state
institutions and Telkom. The prevailing
negative macro-economic conditions,
contributed significantly to the
segment’s reduced financial
performance.

2016
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Electrical Engineering continued
Operational measures
Performance

2018

2017

2016

FACTORY CAPACITY UTILISATION
Power cables (African Cables)

%

72

71

71

Power cables (Zamefa)

%

36

45

40

Circuit breakers (Low Voltage)

%

72

70

70

Telecom: Copper cables

%

53

45

38

Telecom: Fibre cables

%

50

80

74

NATURAL CAPITAL1 (page 64)
51 837

60 485

37 341

Water consumption2

Ml

211

187

170

CO2e

Kt

45

39

42

2 863

2 952

2 975

Electricity consumption2

MWh

3

HUMAN CAPITAL1 (page 49)
Employees at year-end

Number

Work-related fatalities

Number

0

0

1

Rm

24

28

20

Training spend
SOCIAL AND RELATIONSHIP CAPITAL1 (page 56)
Community investments

Rm

6

5

6

Enterprise and supplier development spend

Rm

16

13

16

The mining sector, Eskom and municipalities substantially
decreased their order volumes due to fiscal constraints and
reduced infrastructure expenditure budgets. In response,
we succeeded in a comprehensive strategy of increasing
sales to the general market. We produced volumes that were
largely in line with the prior year, however, the change in
product mix resulted in lower margins.
Eskom orders traditionally comprise 10% of Electrical
Engineering’s revenue. Eskom’s demand was lower this year,
and we expect fiscal constraints to keep demand at these
levels in the short term.
To comply with state institutions’ preferential procurement
requirements, we concluded a BBBEE ownership transaction
in September 2018, which increased the cables cluster’s black
ownership to over 51%.
Metal fabricators of Zambia Plc’s (Zamefa’s) key markets
remained volatile as Zambia’s liquidity constraints kept its
economy underserviced. The Zambian Revenue Authority has
taken up to 270 days to pay VAT refunds, despite being legally
required to do so in 90. This, coupled with late payments from
Zambian Electricity Supply Commission (Zesco), strained
Zamefa’s liquidity. The business unit responded by reducing
production to manage cash flow and by engaging with the
Zambian government to implement zero-rated copper tax.
The Zambian government decided to replace VAT with GST
from April 2019 which should benefit Zamefa. It will improve
Zamefa’s ability to trade copper rod, normalising exports, and
should reduce working capital, allowing the business unit to
return to profitability.
Medium-term prospects are more positive, and we are
well-positioned to capitalise on new build generation plants.

The continuation of the fourth window of the delayed
Renewable Energy Independent Power Producers (REIPP)
procurement programme, the new REIPP programme and
government’s new integrated resource plan bode well for
the segment.

Telecom cables
Factory capacity utilisation declined significantly due to fewer
orders from Telkom.
Telkom rightsized its inventory holdings, which reduced its
demand for copper telecom and fibre-optic cables. Volumes
were significantly below breakeven levels in the first six
months and Telecom cables retrenched 76 employees in the
necessary operational restructure. The lower cost base and
increased volumes resulted in an improved and profitable
fourth quarter.
Uncertainty in the mining industry decreased demand for
industrial cables from several mines in South Africa. Most
mines continue focusing on normal mining programmes
rather than new capital investments. We introduced microTelecoms product mix as a percentage of revenue
fibre technology for the FTTX4 roll-out.

Telecoms product mix as a percentage of revenue
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Includes 50% contribution from joint venture.
Includes municipal and borehole water. Zamefa consumption
included from 2017.
Excludes Scope 3 emissions.
Fibre-to-the-x: Where fibre cables run to an endpoint such as a
home, school or a business.
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Circuit breakers
CBI-electric: Low Voltage (Low Voltage) concentrated on driving its export sales, but also improved local market share.
Low Voltage exported 60% (2017: 60%) of its own manufactured circuit breakers. Export revenue increased due to growth
in demand from OEMs in the USA. The stronger Rand negatively impacted the export revenue in the first half of the year.
Low Voltage’s new products were well received in the market and will contribute to growth in sales.
A new suite of products drove the increase in international demand to meet unique specifications in key market verticals such
as telecommunications, rail and solar energy.

Circuit breakers market segmentation by revenue
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Circuit breakers exports sales by region

Percentage regional contribution

Percentage regional contribution

Circuit breakers exports sales by region
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NEW PRODUCT OFFERINGS
Low Voltage gained new commercial, industrial, rail, solar and telecommunication customers in Asia, Middle East, Europe
and Africa. These new customers are a result of:
>> new business development with existing products differentiating through technology; and
>> new business development for customers with application specific products, which require international certification
and stringent customer field evaluation and acceptance testing.
Our product differentiation is based on the principles of hydraulic magnetic technology. This allows the products to be
installed in applications where there are extreme ambient temperature changes without being affected, which is different
to thermal magnetic technology.
Products sold within these new customer markets include the remote actuation unit, which is used for battery storage
management and remote-control protection in distant, unreachable or unsafe environments. The Y-series miniature
high-energy direct current circuit breakers are ideal in applications such as telecommunication, solar, railway signalling
and rolling stock equipment.
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INFORMATION COMMUNICATION TECHNOLOGIES
The segment is adapting to the
changing ICT landscape. We are
leveraging our strong brands, widereaching distribution and service
network to build a modern ICT
service provider.

MARK
TAYLOR

ICT AT A GLANCE

Drivers for growth

Value offerings

>> Southern Africa economic growth
>> Technology and innovation
oo Digitalisation
oo Broadband
oo Cloud and other evolving technologies
oo Product diversification

>> Provide vertically integrated information and
communication business solutions to
55 000 customers
>> Office automation is a total workspace provider
of managed print, communications, connectivity
and smart solutions, including access and
surveillance solutions
>> Business communication provides owned and
leased last mile broadband connectivity, internet
services, fixed-line IP voice and enterprise cloud
solutions, including VBX, call recording and
conference call options
>> Provide asset-backed finance on equipment

Competitive advantages
REUNERT LIMITED

>> Leading and trusted brands
>> Diverse customer base with significant
cross-sell opportunities and a very low
customer churn
>> Extensive network of channel partners
including 38 Nashua franchises and >300
independent dealers
>> Scalability of value offering, customer base
and distribution channels provide growth
potential
>> R2,7 billion loan book1 with low loss rates
>> A strong service ethic with Nashua
technicians having, on average, 15 years’
service experience

Customer profile
>> Largely South African-based
>> Business-to-business with a strong focus
on SMMEs

Achievements

Outlook and focus areas

>> Good progress in the evolution from a traditional
hardware supplier to an annuity-based, services-led,
total workspace provider
>> Acquisition and integration of SkyWire as a last-mile
wireless connectivity provider
>> Continued cost control and increased margins
>> The uptake of new products, including closed-circuit
television (CCTV), access control, monitoring services
and connectivity
>> Record growth in new voice customers
>> Growth in Quince Capital’s loan book

>> Enhance our process efficiency and improve the
business information available to augment customer
experience

Challenges
>> Economic challenges resulting in reduced customer
spend and delayed renewals of workspace platforms

>> Further upgrades of customer service support
systems
>> Ensure product and service offerings remain relevant
to customers in a rapidly evolving ICT landscape,
including further product diversification, to increase
our share of the customer’s spend
>> Sustain low-cost structures to ensure optimal
efficiencies and diversify income streams
>> Minimise credit losses by sustaining a high-quality
loan book supported by underlying rentals

>> Declining print
>> Lower voice minute growth rate
>> New interconnect legislation
1

Quince Capital’s advances book relating to asset-backed financing on equipment.
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Revenue (Rm)

Core operating profit (Rm)

Total assets (Rm)

Capital expenditure (Rm)
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ICT increased its revenue by 4% to R3 443 million
(2017: R3 307 million) and kept expenses flat for the fourth
consecutive year. Operating profit increased by 25% to
R792 million (2017: R635 million), which included a fair value
remeasurement release of the SkyWire contingent purchase
agreement. Excluding the fair value movement, operating
profit increased by 13% to R715 million. The office automation
cluster continued to produce strong product sales, and
revenue from new products and services increased by 7%.
The direct sales channel of our new acquisition, SkyWire, is
performing well, and its synergies with ECN and Nashua’s
connectivity channels should soon be significant contributors
to operating profit. Through SkyWire, we own last-mile
connectivity in areas where we have strong channel partners

with large customer bases. This allows for rapid point-to-point
wireless roll-out to deliver broadband connectivity at high
carrier grade rates.
During the second and third quarters of the year, the favourable
Euro:Rand exchange rate allowed us to import products at a
lower cost and improve our margins. The rapid weakening of
the Rand during the last quarter increased margin pressure.
Alternative communication technologies (such as
WhatsApp and Skype) and economic cutbacks are lowering
voice minutes per customer. This was, however, offset by
a record number of new customer deals – total voice
minutes increased by 2% to 1,3 billion minutes for the year.

Operational measures
Performance

2018

2017

2016

Million clicks

4 331

4 486

4 577

Million minutes

1 272

1 248

1 144

Total document volume (TDV) (Nashua)
Total voice minutes (ECN)
Voice minutes sold by franchise channel

%

11

9

8

Loan book (Quince Capital)

Rm

2 689

2 375

2 143

MWh

NATURAL CAPITAL (page 64)
4 626

1 029

1 022

Water consumption1

Ml

23

40

71

CO2e

Kt

1

1

2

1 704

1 707

1 978

Electricity consumption
2

HUMAN CAPITAL (page 49)
Employees at year-end

Number

Work-related fatalities

Number

0

0

0

Rm

13

10

5

Training spend
SOCIAL AND RELATIONSHIP CAPITAL (page 56)
Community investments

Rm

5

5

5

Enterprise and supplier development spend

Rm

19

18

16

1
2

Excludes Prodoc.
Excludes Scope 3 emissions.
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The strategy to transform the ICT segment into a modern ICT service
provider is yielding positive results in customer growth and increasing
services revenue.

40
ICT continued
Office automation

Office automation’s performance
was driven by stable supplier pricing
throughout the year, an improved sales
mix, continued focus on operational
efficiencies and the diversification
of Nashua’s product offering.
Office automation showed a strong performance across all
major services and products as its diversification into a total
workspace provider accelerated. New business revenue
increased by 7% and comprised 13% (2017:13%) of office
automation’s revenue. It implemented good cost control
measures which contributed to its improved operating profit
margin. It sold more colour and MFP devices, and Nashua
increased its market share in this segment of the market. The
total MFP market declined by 4,5% year-on-year. The increase
in higher- value-unit sales had a corresponding positive impact
on the asset-backed Quince Capital loan book.

REUNERT LIMITED

Print volumes continue declining as customers shift to a
paperless environment and become more cost conscious.

Office print still significantly contributes to earnings and
demand for colour units is growing.
We balance the speed of diversification with our channel’s
ability to adopt and embed new products and service
offerings. Therefore, we limit the number of services and
products we introduce into the channel annually and have
a clear roadmap for our diversification strategy.
Nashua supported 11% of ECN’s minutes by rolling out voice
services totalling 134,5 million minutes (2017: 114,0 million).
It provided data services, cloud and physical Private Branch
Exchange (PABX) services to 4 461 customers.
Smart solutions such as CCTV, access control, monitoring
services and connectivity solutions add more options to our
product suite. Active management to improve the channel
adoption rate and the skills transfer on new products and
services played a role in increasing sales. Nashua supports
the growing range of products with a single service platform
that enables service visibility on all products offered.
Customers can make a service request through Nashua’s
website on the new platform.

The TDV contribution from low

The TDV contribution from low (segments 1 and 2)
to high-end (segments 3 to 5) machines

Office automation revenue composition 2018
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Office automation revenue composition 2017
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Customer satisfaction
Our customer-centric focus is crucial in an increasingly competitive market. Customers gave positive feedback and
indicated an improved experience. Nashua’s customer service levels remained consistent, scoring 9,2/10 (2017: 9,2/10) on
the customer service index. In instances where a customer rates us below 5/10, immediate corrective actions are taken
to resolve the customer concerns.

Business communication

routed over ECN’s network increased by 2% to 1,27 billion
(2017: 1,25 billion). The voice market is under pressure due
to the subdued economy and the increased use of alternative
technologies.

The rapid growth in the customer
base offset pressure in voice minutes
caused by a challenging environment.

SkyWire, acquired in March 2018, is performing in line with
the original business valuation. A major contract was secured
later than anticipated resulting in a delay in the roll-out of the
associated, connections. Following the finalisation of the
contingent purchase consideration, steps can now be taken
to fully integrate the business unit into the cluster.

The business communication cluster continued delivering value
and efficiency to its customers and grew voice customers by a
record amount. 5 644 (2017: 5 128) new customers joined the
network while customers ported onto the network increased
to 155 000.

Number of voice customers

Number of vbx ports

Number of voice customers

Number of VBX ports
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The Independent Communications Authority of South Africa
(ICASA) has introduced a further ‘glide path’, to reduce
termination rates on mobile and fixed lines starting from
1 October 2018. The call termination rates are at such a low
level that it no longer has a significant impact on selling prices
in the market.

However, pricing pressure and lower minutes used per
customer tempered the customer base growth. ECN
maintained its diversification focus by augmenting voice-only
to providing internet connectivity, data services and virtual
private branch exchanges (VPBX). The number of minutes
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ICT continued
Termination rates (forecast)
Fixed call
termination rates
Regulated
rate
(cents)

Period end

Allowed
asymmetry
(cents)

Regulated
rate
(cents)

Allowed
asymmetry
(cents)

September 2018

10

12

13

19

September 2019

9

10

12

18

September 2020

7

8

10

16

September 2021

6

6

9

13

Asset-backed finance

Risk management and funding cost

Quince Capital’s asset-backed loan book increased by 14,1%
to R2,7 billion (2017: R2,4 billion) on the back of increased sales
activity and some bulk deals in the Nashua franchise channel.
Underlying contracts are directly with the franchises, and the
top 10 customers comprise 11% of the total loan book.

Reunert finances 97% of Quince Capital’s current funding.
Additionally, Quince Capital has unutilised external funding
facilities of R800 million.

Quince Capital
Rm
Loan book
Average monthly
discounting
REUNERT LIMITED

Mobile call
termination rates

2018

2017

2016

2015

2014

2 689

2 375

2 143

2 116

1 965

119

99

79

86

81

Quince Capital’s customer-centric approach and process
automation allows the office automation cluster to rapidly
service customer needs and offer customised financial
solutions. Quince Capital has good customer loyalty, low
levels of bad debt and a high-quality loan book. The growth of
the loan book will slow down as annuity-based revenue
services such as voice minutes, smart solutions and VBX
contribute a higher portion of revenue, with no requirement
for financing.
In August 2018, the Global Credit Ratings Agency re-affirmed
Quince Capital Proprietary Limited’s credit rating as A(ZA)
in the long term and A1(ZA) in the short term with the
outlook accorded as stable.

Quince Capital relies on interest rate swaps to mitigate the
interest rate risk (variable rate funding) on the fixed portion
of the loan book (fixed interest rate in the underlying rental
contract). This way, it ‘locks in’ margins and mitigates interest
rate risk on the fixed-rate rental book. There is a natural hedge
on the linked portion of the advances book which comes from
the variable nature of pricing on funding lines.
Interest rate swaps decreased to R675 million (2017:
R750 million) due to some contracts maturing. The fixedrate book remains fully hedged and is monitored monthly.
There is a strong focus on balance sheet protection
through proactive credit vetting and expeditious collections
management when required. Adverse market conditions
contributed to the credit loss ratio deteriorating to 0,56%
in the 50% recourse book (2017: 0,46%), but it is still
considered an acceptable outcome.
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APPLIED ELECTRONICS
Applied Electronics develops,
manufactures and distributes hightechnology electronics to a wide
range of industries globally.
PETER
VAN DER BIJL

APPLIED ELECTRONICS AT A GLANCE
Drivers for growth

Value offerings

>> Security and defence demand
>> Mining safety
>> Data security
>> Renewable energy
>> Localisation requirements of export markets

>> Secure communication systems for tactical
airborne, land and naval-based platforms
oo Military specification radios
oo Electronic subsystem manufacturer for highly
specialised printed circuit boards
oo Cryptographic solutions to meet cybersecurity
and defence requirements

Competitive advantages

>> Design and high-volume production of
electro‑mechanical fuzes
>> Provide turnkey solar photovoltaic (PV) systems
up to 30 MW

Customer segments
>> Ministries of Defence in South Africa, Europe, Middle
East, South America, South and Southeast Asia
>> Mining
>> Commercial and industrial

Achievements

Challenges
>> Production efficiency difficulties in the
communications factory, partially due to timing of
orders received
>> Communications experienced supply chain
challenges, including critical delays due to increased
production volumes
>> Rand volatility
>> Technical qualifications of radar and robotics products

Outlook and focus areas
>> Increase Terra Firma’s scale of operation and establish
a broader geographic footprint
>> Operationalise and generate revenue from Nanoteq’s
secure encrypted fintech products
>> Pursue international market development
>> Integrate Ryonic’s development and production lines
with Rogue International to enhance efficiencies
>> Full production of DoppTech’s electronic fuze and
power cell
>> Investigate further bolt-on acquisitions
Export vs local revenue (%)

Export vs local revenue
100
80
60
%

>> Received future technology development orders from
the South African government
>> Received large, multi-year SANDF production orders for
projects Biro, Hoefyster and Radiate
>> Entered build-own-operate renewable energy projects
with strategic joint ventures to provide renewable
energy solutions
>> New multi-year export orders received in various
business units
>> Expanded fuze technology and markets with the
acquisition of DoppTech
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>> Defence and stability radars

>> Develop world-class products using our
proprietary intellectual property
>> High-precision electronic design capability
>> A proven ability to integrate systems
>> Competitive cost base
>> Trusted and long-term strategic relationships
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Applied Electronics continued

Revenue (Rm)

Core operating profit (Rm)

Total assets (Rm)

Capital expenditure (Rm)
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REUNERT LIMITED

Applied Electronics’ revenue increased by 28% to R2 198 million
(2017: R1 720 million). Strong production output, improved
volumes and increased export orders drove the increase.

Reutech Communications, Reutech Solutions and Fuchs
Electronics all secured new multi-year orders. Terra Firma
benefited from the increased demand for commercial energy
solutions, and this rapid growth in demand for solar PV
systems contributed to significant growth in our commercial
revenue streams.

The strength of the Rand during the first six months negatively
impacted our results but recovered in the second half.
Operating profit for the year increased by 38% to R380 million
(2017: R276 million) and by 28% to R361 million (2017:
R276 million) excluding the R28 million profit on the disposal of
a property which was surplus to the segment’s requirements.
Our extensive focus on exports required us to actively manage
the Rand’s volatility on our margins through long-term hedges,
whereas in the past only debtor and creditor balances
were hedged.

Denel’s late payments as a consequence of its weak financial
position negatively impacted our working capital. We are
confident that the arrears will be settled once government’s
recapitalisation programme is implemented.
We continued improving production line and supply chain
efficiencies by improving on IT systems, strengthening
shopfloor disciplines and consolidating procurement channels.

Operational measures
Performance

2018

2017

2016

%

6

9

8

INTELLECTUAL CAPITAL
Research and development as a percentage
of revenue (page 44)
NATURAL CAPITAL (page 64)
MWh

7 273

6 257

5 439

Water consumption1

Ml

78

64

83

CO2e

Kt

6

7

6

Employees at year-end

Number

2 027

1 873

1 472

Work-related fatalities

Number

–

–

–

Rm

20

14

18

Community investments

Rm

2

2

3

Enterprise and supplier development spend

Rm

7

5

22

Electricity consumption
2

HUMAN CAPITAL (page 49)

Training spend
SOCIAL AND RELATIONSHIP CAPITAL (page 56)

Research and development spend
The segment spent R134 million (2017: R157 million) on research and development activities. Our ability to innovate depends on
our ability to maintain key skilled and experienced employees as well as securing external funding.
External funding decreased marginally to R90 million (2017: R93 million). Reunert’s contribution to research and development
funding decreased to R44 million (2017: R64 million). Furthermore, we secured research and development funding for radar and
stabilised remote platform products from SANDF.
1
2

Excludes recycled water.
Excludes Scope 3 emissions.
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Research and development funding

The segment’s new acquisition, DoppTech, adds to our fuze
portfolio and allows us to enter into new markets. DoppTech
produces fuzes which are innovative, cost-effective and
lucrative for the European export market.
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Secure communications
The cluster’s revenue decreased due to a stronger exchange
rate, reduced customer budgets and Denel’s financial
constraints. Despite initial delays, the cluster secured
Radiate’s1 second production tranche in the local market just
prior to year-end. A key focus will be securing further export
orders as the digital platform gains international acceptance.

Reutech Communications implemented a new production
line efficiency system. It was initially challenging to embed
the new system due to supply chain challenges, the broad
customer mix and multiple variations of new products.
However, by year-end the required production tempo,
production efficiency and quality were achieved.
Export sales generated 68% of Omnigo’s revenue and the
business unit secured additional export orders.
Nanoteq’s cryptographic autonomy product suite maintained
its niche. The business unit secured strategic agreements
with two partners which will create opportunities for Nanoteq
to generate new revenue through fintech. The business unit
concluded a joint venture agreement with a partner to market
the Qmunicate H10.

Fuzes
Fuchs Electronics optimised its production volumes,
introduced new, lower-cost products and increased its export
sales. Fuze production reached the highest volume in its
history. Pressure on pricing increased, and new market
entrants intensified competition. Battery production capacity
was increased by adding enhanced automation and improving
plant efficiencies.
Fuchs embraced the increased indigenisation legislation in
South Asia that requires joint venture operations in some of
our international markets. Applied Electronics made
significant progress in these in-country structures, and we
are geared to capitalise on these efforts.

2

Radars’ revenue decreased by 4% with lower demand from
the mining sector (due to technical issues) and SANDF budget
constraints. Technical issues on the cluster’s modular mining
surveillance radar, which were resolved late in the year,
impacted operating profit. The Biro2 contract was concluded
and Reutech received orders for supplying frequency optronic
radar trackers for three inshore patrol vessels.
We received repeat orders for our ground surveillance radar,
launched last year to track poachers and protect rhinos in the
Kruger National Park, as part of the Meerkat wide area
surveillance system. A number of similar radars were
procured for border protection.
The Sub-Surface Profiler, launched a year ago, is now in full
production and is deployed internationally. Reutech Mining will
introduce a new movement and surveying radar early next
year, which will be distributed to global mining markets.

Solutions
Reutech Solutions has secured Defnet, a five-year contract to
maintain the local defence force’s national telecommunications
network. This contributed to revenue and operating profit being
some 10% higher than the prior year.
45% of the cluster’s revenue derives from the local defence
industry. Reutech Solutions developed a new Rogue lite
product and received an order for the Biro contract to provide
remote stabilised platforms for the inshore patrol vessels.
To date units have been sold into North America and
Southeast Asia. Ryonic’s trading activity is expected to
increase as the business matures and gains more traction
in the market.
Initial obstacles in Ryonic’s product design received extensive
attention. Recent field trials showed a significant improvement
in performance. The business unit is working to drive
efficiencies by integrating the development and production
facilities within the cluster that share similar capabilities.

Renewable energy
Terra Firma’s performance continued in line with expectation
as renewable energy demand grows. The cluster secured a
pipeline of projects through joint ventures in other African
regions and locally for commercial rooftop generation. Terra
Firma will retain its focus of installing, operating and
maintaining solar plants. Refer to page 64 for more on our
internal solar PV projects.
In addition to providing solar solutions to customers through
engineering procurement contracting, Terra Firma began
selling energy to key customers by retaining the ownership
of the underlying solutions through a build-own-operate
structure. These structures typically require that 20% to 30%
of a solution is funded internally and the balance by
institutional lenders.
Terra Firma launched an e-learning platform as part of the Terra
Firma Academy which will focus on green career training.

Radiate is the new software defined radio family, consisting of combat net radios (CNR), a vehicle harness system (intra-platform
communications system) and the short-range communication system. Reutech Communications was contracted by Armscor to develop
and manufacture a range of software defined CNR to modernise the communication needs of the SANDF. The project spans over 10 years,
and consists of three phases.
Project Biro refers to the South African Navy’s planned acquisition of new patrol vessels.
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Reutech Communications’ new generation high-frequency
ground and airborne radios gained substantial traction in
Southeast Asia and South America. Reunert funded the
development of the ACR500MKII radio, which is lighter, has
improved functionality, and is widely used, particularly on the
SA Air Forces’ Gripen and Hawk aircraft.
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TRANSFORMATION OVERVIEW
Reunert’s approach to transformation is multi-faceted, embraces business and
people and is a vital component of the group’s strategy (page 16). The strategic
implementation of transformation is integrated into our support systems,
specifically remuneration, where employment equity targets and external
employment equity appointments are important in the calculation of incentive
pay-outs.
HIGHLIGHTS

CHALLENGES

>> The Broad-Based Black Economic Empowerment
(BBBEE) and human resources (HR) strategy, developed
in 2014 and implemented from 2015 to 2018, was
reviewed. The revised HR strategy will be implemented
in 2019

>> Succession planning for critical roles
>> Uncertainty around BBBEE Codes of Good Practice
(BBBEE Codes)

>> We achieved our employment equity targets
>> The majority of business units maintained or improved
their BBBEE levels

The Group Transformation Committee1 comprises members of the Group Executive Committee (Exco), who manages and
monitors the implementation of the transformation strategy. Guided by the Social, Ethics and Transformation Committee
(Setco), the mandate of the committee (within the overarching mandate provided by the Board) is to:
>> define the group’s transformation policy and objectives;
>> identify risks and impediments to meaningful transformation;
>> develop and implement mitigation plans; and
>> ensure that all transformation initiatives are implemented.
The committee meets every two months to consider progress on the transformation metrics and discuss impediments to
transformation. It also monitors the relevant codes and applicable legislation.

3

BBBEE REVIEW
Our business units’ BBBEE levels impact their business opportunities in South Africa. They continued their existing initiatives
to maintain or improve their BBBEE levels. We use a BBBEE measurement tool to continuously assess and monitor the impact
of the BBBEE Codes within all business units to safeguard against the identified risks. The economic climate did not allow for
major expansion of BBBEE projects.
The BBBEE regulatory environment remains challenging, with amendments proposed to the BBBEE Codes. The voluntary
Youth Employment Services (YES) programme is a recent addition to these codes. The Defence Sector Code was published
on 9 November 2018. Business units that derive 50% or more revenue from the South African defence industry will be required
to comply with the Defence Sector Code. Although the regulation is with immediate effect, business units will operate under
their latest rating until that expires.

OVERVIEW OF BBBEE ELEMENTS
The table overleaf provides a quick overview of the different BBBEE elements, with relevant detail provided in other sections of
this report. The group, comprising Reunert Limited and its key South African subsidiaries, obtained a consolidated group BBBEE
verification certificate, reflecting a Level 4 contribution status.
The group certificate was based on its BBBEE expenditure for the year ended 30 September 2018. While Reunert itself does
not trade externally, the amended BBBEE Act requires that “All public companies listed on the Johannesburg Stock Exchange
must provide to the Commission, in such manner as may be prescribed, a report on their compliance with Broad-Based Black
Economic Empowerment”.
1

Refer to www.reunert.co.za/corporate-governance.php for the Group Transformation Committee charter.
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Reunert Limited score
Element

November
2018

November
2017

23,27

23,36

OWNERSHIP
(out of 25)

2018 overview
Reunert is committed to an ownership and control structure that
is consistent with the vision and objectives expressed in the
BBBEE Codes. These codes require additional black ownership,
and state institutions preferentially deal with compliant companies.
Reunert, through the Bargenel structure, renewed its relationship with
our BEE partners (the founders of Peotona Group Holdings and the
Rebatona Educational Trust) for a further four years, in accordance with
the renewal option contained in the original agreements.
Major customers in the Electrical Engineering segment require
businesses to be more than 51% black-owned, as a prerequisite to
be considered for orders. Reunert increased the BEE ownership in the
cables cluster to above 51%. The IFRS 2: Share-based Payment
non-cash cost was R32 million.

MANAGEMENT
CONTROL1

10,80

10,95

We aim to have diverse representation at all occupational levels with
the focus on transformation at management levels. The HR strategy
guides equity appointments and promotions within the group. We
monitor employment equity through specific metrics, and all
management levels improved with the exception of top management,
which remained constant.

17,65

17,85

Employee development aids the transformation process and creates
a high-performance culture. Reunert aims to build and retain a team
of highly skilled employees and to develop the skills of the broader
community. We spent R57 million (2017: R52 million) on internal and
external skills development.

30,49

32,18

Reunert increased its contribution towards ESD to R41 million
(2017: R36 million).

4,23

4,34

(out of 19)

REUNERT LIMITED

SKILLS
DEVELOPMENT
(out of 20)
Page 53
ENTERPRISE AND
SUPPLIER
DEVELOPMENT
(ESD)
(out of 40)
SOCIO-ECONOMIC
DEVELOPMENT
(SED)
(out of 5)
Page 62

Reunert’s corporate social responsibility programmes primarily address
child development through the Nashua Children’s Charity Foundation
(NCCF), education through the Reunert College and other initiatives
within local communities. We spent R13 million (2017: R14 million)
on SED and corporate social investment (CSI) programmes.

To see each business units’ BBBEE level, refer to the BBBEE rating fact sheet, at www.reunert.co.za/downloads/reports/
supplementary/

MND Technologies
MND Technologies (MND) has been working with Reutech Communications since November 2017. MND is a 60% black-owned
manufacturer that produces audio products and antennae for the defence industry. Reutech Communications procures these
components for the range of tactical radios used by the SANDF.
As part of Reutech Communications’ ESD initiative, MND manufactures at Reutech Communications’ premises in Centurion
at no rental cost. Within a year of being established, MND has increased its employees from three to eight.

1

Refers to management at all levels including top, senior, middle and junior management.
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HUMAN RESOURCES REVIEW
HUMAN RESOURCES
Reunert’s value proposition for employees
We value our employees and provide them with meaningful jobs and appropriate development opportunities.

Employees

5 5041

Permanent

(2017: 5 598) employees

4,7%
(2017: 3%)

Key challenges
>> Succession planning for critical roles
>> Replacing scarce and critical skills
>> Technical skills shortages in

Ensuring a sustainable organisation
through:
>> developing and maintaining a
values-based and high-performance
culture;

South Africa

>> developing a talent pool to enhance
performance and drive successful
strategy execution;

>> accelerating development of
individuals with critical skills;

Average length

(2017: 10) of service

1,8%

>> attracting and retaining talented
individuals who can contribute to our
strategic objectives; and

>> compiling succession plans for critical
roles and for top, senior and middle
management (where required).

(2017: 1,8%)2 Absenteeism

2018 achievements
>> Increased equity representation at senior and middle
management levels

>> Continued investment in our people through structured
learning and development initiatives

>> Enhancements to the Learning Management System
(LMS)

>> Retained our critical skills and attracted talented

Outlook and focus areas
>> Reassess and update the Reunert Code of Ethics
>> A maintenance programme for continuously raising
awareness of the Reunert values

>> Execution of key objectives in the revised HR strategy
specifically relating to succession planning for critical roles

>> People transformation will be reported under the
BBBEE pillar

individuals

>> Compiled career pathways to enhance sales capability

KING IV INITIATIVES: 2018 TO 2019
>> Completed the roll-out of the Reunert group values
>> Conducted a values awareness survey

1
2

>> To re-assess and update the Reunert Code of Ethics
>> Ongoing initiatives to promote the group values

Includes 50% of joint venture employees.
2017 was the first year of reliable data. It only includes South African operations, excluding companies acquired and Nashua franchises.
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10 years

Employee
turnover

Key priorities
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STRIVING FOR A HIGHPERFORMANCE CULTURE

A values-based culture is a key
element of our drive towards creating
a high-performance organisation.
We have policies that protect employees’ rights in terms
of the Labour Relations Act, the Basic Conditions of
Employment Act and all other relevant employee legislation.
Through the group values and policies, employees’ rights are
entrenched, and all employees are treated fairly, equally and
without discrimination.
The HR strategy, introduced in January 2015 revolves around
an integrated talent management framework. It aligns the
people and transformation pillars of the Reunert strategy,
builds organisational capability and provides targeted and
meaningful development for our employees. It consists
of three pillars:
1. Talent identification and succession planning

The group embarked on a values process in 2017 which
culminated in five group values and revolved around customer
centricity. These collectively represent our moral compass.
This year we focused on entrenching the values and defining
behaviours. Employees supported the group in developing its
values, which indicates that these values align to those of the
majority of our employees.
We conducted a values awareness survey in September
2018. The results indicate a high level of awareness and
support for the group values. 2 248 employees, representing
69% of the employees1 participated in the survey.

Our values
Excellence: We deliver customer satisfaction by
continually improving our status quo

2. Talent management and development
REUNERT LIMITED

All business units report monthly on the HR metrics.
The consolidated HR report is presented to the Group
Transformation Committee and the relevant Board
committees. The report highlights trends and achievements,
and flags potential problem areas and any strategic risks to
transformation. Where required, action plans are put in place
to address issues.

3. Talent attraction and retention
We conducted a triennial review of the HR strategy and
confirmed that its pillars align with the respective business
units’ objectives. We have identified further areas for
improvement, which will be addressed through the revised
HR strategy and metrics. We will start implementing these
actions (page 55) in 2019. The detail contained in this report
relates to the HR strategy and metrics applicable to the
2018 financial year.

Accountability: We act with integrity and take
ownership for our actions
People: We promote a fair workplace for all
Teamwork: Together everyone achieves more
Respect: We treat everyone with dignity

Do you know the Reunert values?

1

Employees’ experience of the values being lived

96%

4%

64%

36%

Yes

No

Positive

Negative

The survey did not include all business units, franchises and international operations.
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WORKFORCE PROFILE2

6 656

R2 160 million3

people across the regions and countries we operate in

total group payroll cost

(2017: R2 112 million)

(2017: 6 609)

Tough trading conditions necessitated that six business units restructured to meet operational requirements. This resulted in
144 retrenchments (2017: 59). Job preservation is important to Reunert and restructure processes are always a last resort.
The two new businesses acquired during the year added 78 employees to our workforce.

Equity profile including international operations as at 30 September 2018
South African
Black
male

White
male

Total
female

Black
female

White
female

Total

Male

Female

Top and senior
management

353

252

84

168

69

35

34

32

26

6

Professionally qualified,
specialists, and middle
management

641

452

161

291

113

62

51

76

54

22

Skilled technical and
academically qualified
junior management

2 094

1 298

761

537

636

386

250

160

115

45

Semi-skilled and
unskilled

2 416

930

894

36

555

468

87

931

234

697

TOTAL PERMANENT

5 504

2 932

1 900

1 032

1 373

951

422

1 199

429

770

90

60

26

34

30

7

23

0

0

0

Fixed period project
employees

868

331

263

68

446

412

34

91

6

85

Trainees

194

105

103

2

72

72

0

17

14

3

TOTAL NONPERMANENT

1 152

496

392

104

548

491

57

108

20

88

TOTAL EMPLOYEES

6 656

3 428

2 292

1 136

1 921

1 442

479

1 307

449

858

Average % South African employee age group
Age category

Employees by country (number)

2018

2017

2016

18 – 35

29

30

33

South Africa

36 – 45

31

30

29

Lesotho

46 – 55

24

24

24

56 – 59

10

10

6

6

60+

2018

2017

2016

5 375

5 360

5 212

834

791

815

Sweden

92

88

91

8

Australia

34

34

39

6

USA

6

6

6

Gender diversity of permanent employees (%)

3
4

2018

2017

2016

Male

61

61

60

Female

39

39

40

At 30 September 2018.
21% (2017: 22%) of total revenue.
Permanent and non-permanent employees.

Country

Zambia

315

330

329

TOTAL

6 656

6 609

6 492

Total number of disabled employees4
2018

2017

Male

52

46

Female

60

50
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Total
male

Contractors

2

Non-South African

Total
number of
employees
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MANAGEMENT REPRESENTATION

89%

77%

external equity appointments at top

of internal placements within the

(2017: 82%) group were equity appointments

(2017: 82%) and senior management level

Business units monitor their performance against employment equity targets each month and report to the Group
Transformation Committee and the Social, Ethics and Transformation Committee (Setco). The Setco has approved group targets
through to September 2020. Employment equity targets and external appointments modify the executive short-term incentive
scheme. Refer to page 91 for our remuneration report.
89% (2017: 78%) of external placements at all South African management levels were with employment equity candidates.
Black management percentage within the group at all management levels increased from 53% to 55%.

Percentage black management in South Africa1
Black male %
2018

2017

White male %

2016

2018

2017

Black female %

2016

2018

2017

White female %

2016

2018

2017

2016

Top management

25

23

21

64

64

64

9

11

10

2

2

5

Senior management

34

30

27

43

47

50

15

17

17

8

6

6

Middle management

26

26

25

53

55

58

11

10

8

10

9

9

Junior management

41

41

40

26

27

27

21

19

19

12

13

14

External appointment of equity management employees

TALENT MANAGEMENT

REUNERT LIMITED

External equity management appointments

Innovative strategies are critical to maintain our competitive
edge in an increasingly competitive external environment.
Talent management includes effective succession planning
and appropriate HR policies, procedures and practices that
contribute to attracting, developing and retaining talent.

100

80

%

60

40

20

0

2016

2017

Junior managment

Middle managment

Senior managment

Top managment

2018

Talent identification and succession
planning entails ranking employees
and identifying potential successors
for key positions through a systematic
assessment process.

Talent identification and succession planning

36%

of identified successors are

(2017: 36%) on development plans
Reunert has a talent map illustrating the range of talent within
the group. Business units update their maps bi-annually, and
the group updates its consolidated map annually. Talent gaps
are identified and addressed through internal development,
succession planning processes and external sourcing.
Effective succession planning for critical roles is imperative
due to these roles’ impact within the group.

1

These numbers exclude foreign nationalities working in South Africa.

29%

of critical roles have successors

(2017: 39%)
The lower percentage of successors for critical roles is due to
successors that have been promoted, resigned or as a result
of an increase in the number of critical roles identified.
29% of employees at top, senior and middle management
levels are ranked as top performers.
Exco will focus on the development of successors for critical
roles in 2019.
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Talent management and development

Managing and developing talent for current and future business needs.

R57 million

79

(2017: R52 million)

45

(2017: 95)

was directed towards advancing
the performance, skill sets and
competence of all employees

employees were included
in career development plans

(2017: 72)
employees were promoted
during the past year

Reunert has learning and development initiatives to address employee skills, and an effective employee recruitment function.
The group focuses on properly constructing development plans to yield the desired results. Key employees participate in
individual development plans. The lower number of participants this year on career development plans are due to individuals
completing their plans as well as some that have not started with their plans yet.

Developing our employees
The group continuously invests in its people. Learning continues across all levels with various initiatives to address technical and
management development.

3 477

delegates attended training sessions

Learnerships and trainees

150

340

(2017: 327)
learnerships

263

130

(2017: 185)

(2017: 256)

(2017: 56)

are employees
on learnerships

trainees are not
employed by Reunert

trainees are employed
by Reunert

All business units in the group offer learnerships,
apprenticeships and internships to employees and
unemployed individuals. Such learnerships benefit Reunert,
the individual and the community as a whole.

Reutech Communications offers MERSETA accredited
training programmes at its in-house Learning and
Development Academy. In 2018, the business unit absorbed
100% of unemployed learners through in-house learnerships
programmes.

Learning management system

14

(2017: 13) business units,

consisting of

1 946

(2017: 2 223) registered

employees, make use of the

399

(2017: 342)

courses within the LMS

Reunert’s e-learning system is designed to manage the learning experience from
inception to completion.
The LMS is an innovative learning tool that enables business units to create training
plans, manage training activities, and track employee development from start to finish
with its comprehensive reporting solutions.
Reunert did significant work on the LMS this year. It now houses 399 courses for
14 business units, with a variety of topics covering technical training, compliance,
employee wellness, personal development, management and leadership.
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(2017: 4 916)
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Facilitated virtual learning
The virtual learning option allows for a platform whereby a set of teaching and
learning tools can be used. It is designed to enhance a student’s learning
experience by including computers, the internet, multimedia resources,
presentations and videos during the learning process.

Personalised learning recommendations
The learning recommendations function allows the LMS to track and recommend
courses to users by monitoring their job title, course selection and course ratings.

SAP Jam

2018
ENHANCEMENTS

A cloud-based social media collaboration tool which allows users within the group
to collaborate with each other.

LMS mobile app
The mobile application was updated to enhance the user experience by offering
additional information on courses, people profiles and organograms, among others.
The landing pages were upgraded to offer a more social and collaborative experience.

Compliance online

REUNERT LIMITED

This additional option was integrated into the LMS to offer compliance content. All
business units currently use legal and regulatory online training (refer page 53).

By December 2018 the course catalogue view will be redesigned to offer users more visual appeal and detailed course
explanations on all content options, as well as customised business unit themes.

Talent attraction and retention

The attraction and retention of key talent includes top performers and individuals
with critical or scarce skills.

93%

(2017: 96%)

6%

offer acceptance rate at all
management levels achieved

Retaining senior executives with critical business knowledge,
and skilled and experienced technical employees remains
a priority due to the shortage of specific technical skills.
Reunert is an attractive employer as demonstrated through
our offer acceptance rate.

(2017: 5%)

employee turnover at top, senior,
middle and junior management
levels for South African employees

We assess employment equity placements and monitor
employee retention and attraction. The turnover rate of top
performers, critical individuals and employment equity
individuals at top, senior and middle management levels
was 4%.

LABOUR RELATIONS
Our manufacturing plants employ most of our unionised workforce.

Unionised membership increased to
of our total permanent workforce.

1

30% (2017: 29%)

National Union of Metalworkers South Africa

18%

NUMSA1 remains the largest union, representing
(2017: 16%) of Reunert’s total permanent employees.

TRANSFORMATION AND SUSTAINABILITY OVERVIEW

Reunert employs sound employee (industrial) relations
practices, and employees have freedom of association.
HR departments within the respective business units
manage internal employee relations.
There are five recognised unions within the group (South
Africa, Lesotho and Zambia), with different representation
levels. No significant industrial action took place. Broad
society pressure around minimum wages in Lesotho resulted
in 12 strike days at our factory in Maputsoe even though
Reunert pays well above the minimum wage. No material
financial loss resulted from the industrial action (2017: Rnil).
The Lesotho employees joined the Independent Democratic
Union Lesotho (IDUL). Previously they were members of
FAWU.

55

Business units in the Electrical Engineering segment actively
participate in the Steel and Engineering Industries Federation
of Southern Africa (SEIFSA) industry policy forum. The current
three-year agreement is effective from 1 July 2017 to 30 June
2020. The wage increases on actual rates of pay, across the
board, are 7% in 2017, 6,75% in 2018 and 6,5% from 2019.
The Metal and Engineering Industries Bargaining Council1
(MEIBC) governs engagements between companies and
unions related to this sector. Wages and terms of
employment for scheduled employees are negotiated at
bargaining council level. Any other labour matters are
managed at an operational level and involve the business
unit HR executive and/or the group HR and transformation
executive director.

Wages
Industry minimum wages are regulated by the MEIBC main agreement. Wage rates are publicised and communicated to
relevant employees whenever there are changes. All business units ensure that all positions are correctly graded and that the
correct rate is paid for each position. Reunert pays rates which are more than the prescribed industry minimum.
The MEIBC conduct audits from time to time to ensure compliance. CBI-electric: Telecom Cables proactively requested an audit
at its facilities, which was completed favourably.

Union membership2
Union

2016

Number

%

Number

%

Number

%

964

18

883

16

928

16

MEWUSA

14

0

60

1

21

1

Solidarity

103

2

77

1

102

2

–

–

23

–

5

–

NUMSA

SACWU
FAWU

–

–

328

6

370

7

NUBEGW

250

5

182

3

140

2

IDUL

277

5

–

–

–

–

Other

45

0

90

2

119

2

1 653

30

1 643

29

1 685

30

TOTAL

HR STRATEGY EFFECTIVE 1 OCTOBER 2019
Reunert conducted a three-year review of the HR strategy to validate its relevance and alignment to the group strategic objectives:
>> The review confirmed the alignment of the HR strategy pillars with the objectives of the business units and identified
opportunities for further enhancement;
>> The revised HR strategy addresses opportunities and includes initiatives to achieve key strategic objectives relating to succession
planning and development for critical roles;
>> The HR strategy will be managed through a talent management process of reviewing, monitoring and evaluating progress against
key outputs; and
>> The existing pillars have been streamlined and key metrics redefined for 2019.

HR strategy pillars
2015 to 2018 strategy pillar

1

2

2019 strategy pillar

>> Talent identification and succession planning

>> Talent planning

>> Talent management and development

>> Talent development

>> Talent attraction and retention

>> Talent attraction and retention

The Labour Relations Act provides for the self‑regulation of industries through the medium of centralised bargaining within bargaining councils.
All employers and their employees pay a council levy towards the funding of the council.
Abbreviations and acronyms are on page 124.
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2017

2018
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2

3

SUSTAINABILITY REVIEW
Reunert’s sustainability strategy focuses on an ethical culture, stakeholder
relationships and increasing awareness of how the group implements its
responsibilities as a corporate citizen.
SUSTAINABILITY STRATEGY

13

The Reunert sustainability strategy was approved in May 2018
and guides the group’s response in addressing the societal
risks and opportunities that influence our businesses. It will
enhance Reunert’s ability to create a safe, more secure,
stable and successful group which benefits our stakeholders.
It also considers the strategic relevance of sustainability
within the group and Reunert’s business strategy and
business models.

King IV initiatives: 2018 to 2019
>> A group sustainability strategy was updated and
approved in 2018
>> The strategy will be implemented in 2019, building
on the underlying processes that are already in place

Risks

Opportunities

>> Environmental pressures including water scarcity, higher
energy prices, higher temperatures, fire risk, unstable
weather patterns and the impact of climate change on
supply chains

>> 	‘Green’1 revenues (supported by the diversification, innovation
and efficiency strategic pillars)

>> 	Improving sustainability ratings by investors that include
environmental, social and governance (ESG) metrics in
investment decisions to provide access to a growing pool of
>> Shifts in societal expectations due to continued poverty
ESG capital
and unemployment, education and training quality, growing
inequality, and changes in the workplace
>> 	Attracting high-performance employees which contributes to
REUNERT LIMITED

>> Higher expectation regarding regulatory compliance and
responsible business practices

value creation (supported by the people strategic pillar)

>> Non-compliance leading to penalties and a negative impact
on Reunert’s reputation

Our sustainability strategy is a dual framework that focuses on responsibility and offers shared
value solutions. It consists of two material objectives with five sustainability pillars:

Operate responsible business
(current priorities)

Pursue shared value solutions
(medium to long-term priorities)

1. Build trust and accountability

4. Embrace inclusive growth

2. Nurture and grow people

5. Seek transformative solutions

3. Manage our environmental impact

1

Revenue generated from environmentally friendly products, such as renewable energy.
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Our moral compass incorporating the
sustainability pillars
Our purpose

impact | E
m

bra

Customers
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|
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Innovation
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uild
| B
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oun
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i

|N

l

lit

y

an

Focus area

Programmes

Performance indicators/evaluation

Board oversight through
the Setco

>> Formal oversight of the sustainability
strategy implementation and long-term
performance

>> Governance ratings/scores achieved
in external indices or reports
>> Reunert’s reputation

>> The implementation of King IV
Policies and procedures

>> Review all policies and risk management
systems to incorporate sustainability
focus areas

>> Internal audit’s risk evaluations
and audits

>> Increase awareness through a targeted
communications programme at all
business units
>> Monitor regulatory compliance through
annual declarations by business unit
managing directors (page 73)
Ethical culture

>> Embed an ethical culture in the group
oo Reunert values and behaviours
oo Code of Conduct
>> 	Increase internal and external awareness
of the whistle-blowing programme

Stakeholder relationships
(page 59)

>> Evidence of increased awareness of
values as per survey results (page 86)
>> Number of reported incidents through
the whistle-blowing programme and its
outcomes (page 73)

>> 	Provide more information on the
outcomes of investigations linked to the
whistle-blowing programme (page 73)

>> Fines received

>> Incorporate sustainability thinking into
key stakeholder engagement processes
for customers, employees and suppliers

>> Customer complaints and surveys

>> Media coverage

>> Reunert/business unit market share
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The Setco oversees the group’s
sustainability strategy in
accordance with its terms of
reference (www.reunert.co.za/
corporate-governance.php). The
strategy has a strong emphasis
on embedding an ethical culture,
stakeholder relationships and increasing
awareness of how Reunert is a responsible
corporate citizen.
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Nurture and grow people
Focus area

Programmes

Performance indicators/evaluation

Drive a high-performance culture

Implementation of the HR strategy
(page 55)

Alignment with HR metrics and group
performance metrics

Diversity, employment equity
and transformation

Implementation of the HR and
BBBEE strategies (page 55)

>> HR metrics as per HR strategy

Embed a safe and healthy work
environment: Zero harm

Continued compliance to health and safety
standards, training and
awareness programmes

>> 	Occupational health and safety records

CSI programmes

Align CSI programmes with the
sustainability strategy while maintaining
a balance between philanthropy
and shared value creation

>> 	CSI spend

>> BBBEE levels obtained
>> 	Lost-time injury frequency rate
>> 	Health and safety audit scorecard
>> 	BBBEE levels

REUNERT LIMITED

Manage our environmental impact
Focus area

Programmes

Performance indicators/evaluation

Environmental management
systems

ISO14001 certification and/or third-party
audit

>> ISO verification

Efficient water, energy and
material usage

Alignment with efficiency strategic pillar:
>> Energy usage

>> 	Operational targets set at business units
as part of efficiency drives

>> Water consumption

>> 	Group targets will be set in 2019

>> Waste

>> 	Annual disclosure on CDP Climate
Change and CDP Water
(www.cdp.net/en)

>> Efficient use of resources and materials
Climate change risks and
opportunities

Risks are addressed through Reunert’s risk
management process (page 80) and
opportunities are captured in the Reunert
strategy (page 16)

>> External audit on the environmental
management system at high-impact
operations

>> Non-compliance (fines received)
>> Revenue generated from green products

Pursue shared value solutions
Embrace inclusive growth

2019 focus

We are integrating the following focus areas into the
sustainability strategy, and will define performance areas
during 2019:

In the coming year we will focus on:

>> Stewardship/advocacy: Reunert as a role player in the
South African manufacturing industry
>> Enterprise development: Actively develop our supply
chain management including second tier suppliers

Seek transformative solutions
Over the longer term we will seek transformative solutions:
>> Consider areas such as renewable energy, clean technology
and connectivity to alleviate societal challenges
>> Increase investment in innovative and inclusive low-carbon,
climate-smart products and services
>> Find solutions that support our customers’ purpose and
support shared value creation

>> Increasing awareness to integrate sustainability into
business operations, for example, through segment
workshops;
>> Updating reporting systems to enhance data quality and
visibility and defining key metrics where applicable;
>> Including sustainability and business transformational
solutions in the medium-term business strategies and
budget processes;
>> Determining Reunert’s contribution to the United Nations
2030 Global Goals for Sustainability Development; and
>> Implementing a strategic approach to CSI programmes.
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STAKEHOLDER RELATIONSHIPS
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Reunert follows a stakeholder-inclusive approach that balances the needs,
interests and expectations of material stakeholders in the best interests of the
group over time.
Our stakeholders are integral to our business:
>> We follow a customer-centric approach to retain and grow our customer base
>> Our employees play a vital role in achieving our desired performance
>> We rely on effective relationships with our supply chain to deliver our products and services
We reviewed our governance processes and the effectiveness of stakeholder management, including our approach to stakeholder
inclusivity to ensure alignment with King IV. Inclusivity is achieved by applying the following principles:
>> Materiality: Identify the areas that matter and are in the best interests of Reunert over time
>> Completeness: Understand Reunert’s socio-economic and environmental impact and what material stakeholders’
perceptions are
>> Responsiveness: Demonstrate an adequate response
In developing and/or reviewing our strategies, we took note of feedback from key stakeholders on a variety of matters.
The Setco is mandated to monitor the group’s approach to stakeholder relationships and the Board is responsible for
shareholder relationships.

CATEGORY1

1

DESCRIPTION

Our customers

Customer centricity places the customer at the centre of our activities.
Due to our diverse customer base, the individual business units serve and
engage according to their customers’ unique demands.

Providers of financial capital

80% of Reunert’s equity holders are institutional shareholders. Other key
stakeholders in this category include analysts, portfolio managers,
researchers and representatives of commercial and investment banks.

Our partners

Suppliers, service providers, channel partners (including franchisees)
and other business partners are integral to the value chain and in delivering
our products and services.

Our employees

People are the foundation of our business and its performance. They include
permanent employees, contractors, temporary employees and trainees.

Trade unions

A portion of our workforce is unionised. Trade unions are external
stakeholders.

Regulators and government

This stakeholder group regulates and sanctions Reunert’s legal licence
to operate.

Stakeholders are grouped together differently in our value creation model on pages 8 and 9 to align to our inputs and outputs.
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The following stakeholder groups are material to Reunert:
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The matrix below illustrates stakeholders’ power/influence versus their interest. This assessment, reviewed annually, is based
on input from the Board, executive management, and relationship managers at our business units, strategy development
sessions and feedback from employees.
Although community is not currently seen as a material stakeholder, community influence has increased due to the socioeconomic conditions in South Africa and the corresponding unrest. Partners’ influence on and interest in Reunert have
increased.

Customers
Regulators and government

Employees and trade unions

Keep satisfied

Partners
Community

Manage

Year-on-year movement
Other business partners

Low

REUNERT LIMITED

POWER/INFLUENCE

High

Providers of
financial capital

Year-on year-movement
Community

Monitor

Low

High
INTEREST IN REUNERT

Keep informed

Stakeholder management
If business units’ stakeholder engagement raises any significant matters relevant to the group, these matters are escalated
to group level. Depending on the level, risks and nature of the impact, and, as regulated by the Delegation of Authority (DoA)
framework and the Board committees’ terms of reference, these matters are escalated to the Board and/or relevant Board
committees.
Our level of engagement will depend on the nature and extent of the relationship. This guides our approach (manage, keep
satisfied, keep informed or monitor) to our stakeholder management processes. Our engagements are tailored to each
stakeholder group’s needs. This can range from direct dialogue, surveys, market research, our interim and annual reporting
suites, meetings and forums, presentations, site visits, to customer and supplier days.
Important items on the Board’s agenda this year were shareholder perceptions on financial capital allocation, the remuneration
policy; good governance; and customer and supplier expectations around South Africa’s inclusive growth trajectory.

2018 engagement themes
The Setco assessed the key engagement themes during the financial year. These are outlined alongside and cross-referenced to
relevant information.
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Theme
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Stakeholder impacted

Related material matter

Our response

>> Customers

>> Political and regulatory
environment

>> Page 16

>> Partners
>> Regulators and government

>> Economy and markets

Inclusive economic growth
and development
>> Contribution to inclusivity and
transformation in the South African
context
>> Transformation requirements,
including BBBEE levels

>> Page 47

>> People

>> SMME development, including
inclusive subcontracting applicable to
all state institutions

Reunert’s growth and
long-term sustainability
>> Sustainable growth and acceptable
returns on investments

>> Providers of financial capital

>> Political and regulatory
environment

>> Page IFC

>> Partners

>> Good governance and
ethical behaviour

>> Employees

>> Economy and markets

>> Page 49

>> Trade unions

>> Technology

>> Page 56

>> People

>> Page 65

>> Technology

>> Page 16

>> People

>> Page 88

>> People

>> Page 5

>> Appropriate capital allocation
and returns

>> Page 16

>> Partnerships that provide sustainable
shared growth opportunities
>> Impact of municipalities’ and state
institutions’ financial constraints
on Reunert

Innovation and agility
>> Innovation in technology and
business models

>> Customers
>> Providers of financial capital

>> Timely response to market changes

Remuneration and rewards
>> Alignment of remuneration
with performance

>> Providers of financial capital

>> Recognition for exceptional
and value-adding performance

>> Trade unions

>> Employees

>> Fair and consistent remuneration
practices and negotiated wage
increases

Employee relations
>> A safe, stimulating and rewarding
work environment with appropriate
development

>> Employees
>> Trade unions

>> Page 49

>> Organisational culture based on
the group values

Competitive pricing and
service excellence
>> Service excellence and delivering
products and services as agreed

>> Customers

>> Economy and markets

>> Page 8

>> Technology

>> Quality products at
competitive prices
>> Timely and effective response
to customer complaints

Compliance
>> Compliance with relevant laws
and regulations in the jurisdictions
where Reunert operates

>> Customers
>> Trade unions
>> Regulators and government

>> Political and regulatory
environment

>> Page 65
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>> Job creation, retention and security
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OCCUPATIONAL HEALTH AND SAFETY

Health and safety records2
Number of

Reunert recognises the human right
to a healthy and safe workplace.

Fatalities
First aid cases

We set high standards to prevent harm at all our operations1.
The group chief executive officer (CEO) appoints the business
unit managing directors at units as representatives in terms
of section 16(2) of the South African Occupational Health and
Safety Act (OHSA). This sets out their statutory health and
safety responsibilities. Senior management members are
required to confirm their acceptance of this responsibility
in writing.

REUNERT LIMITED

An external service provider reviews the compliance of
operational sites against risk metrics which include risk
control, fire defence, security, emergency planning, health
and safety, and fleet management. These audits evaluate
whether work environments are safe, suitable and sanitary,
and whether employees receive the necessary protective
clothing and safety training. Management receives feedback
on required improvements based on the audits, and serious
transgressions are escalated to the Risk Committee. There
were no serious transgressions reported to the Risk
Committee during the year.
New employees and contract workers undergo induction
programmes, including health and safety. Regular OHSA
committee meetings are held at the business units, and
training, such as firefighting and first aid, is conducted as
required. Internal audit reviewed all recorded incidents.
Where applicable, formal agreements with trade unions
and formal joint worker-management Health and Safety
Committees are in place.

Business units that have OHSAS 18001:2007 certification,
are listed in the quality, environmental and other related
standards fact sheet, at www.reunert.co.za/downloads/
reports/supplementary/

2
3

2017

2016

0

0

1

337

443

348

Medical treatment
cases

33

43

36

Occupational
diseases reported

1

0

2

47

52

53

Lost days recorded
due to injuries

426

375

392

Lost-time injury
frequency rate (%)

0,38

0,76

0,65

Work-related injuries

Communicable or specific diseases
None of the South African business units’ employees is
exposed to or involved in occupational activities that have
a high incidence or high risk of communicable or specific
diseases. The prevalence and impact of HIV/Aids is low in
the group. All HIV/Aids information is handled as strictly
confidential.
Zambia has a high incidence of malaria. 457 cases were
reported for the year at Zamefa. The business unit has a
protection programme which includes the annual spraying of
insecticide at Zamefa’s facilities and employees’ houses to
contain mosquitoes. Each employee receives two mosquito
nets per year. Free anti-malaria medicine is provided to
employees and their direct dependants. The clinic has a lab
technician available that analyses blood samples daily.

Educating the youth is Reunert’s priority. We also focus
on community projects, sport, health and safety, and food
security initiatives. 99,96% (2017: 99%) of our total
investment was towards previously disadvantaged
beneficiaries.
Most of our funding goes towards the Reunert College,
our flagship project, and the NCCF. In addition, many
business units work closely with neighbouring communities.
Information on other programmes is available on request.

Reunert College3

Health and safety audit scorecard (%)

1

2018

CORPORATE SOCIAL RESPONSIBILITY

The CBI-electric businesses – African Cables, Zamefa,
Low Voltage (Elandsfontein and Lesotho), and Telecom Cables
– have full-time clinics at their manufacturing plants. Health
services are available at RC&C Manufacturing in Parow twice
a week. These clinics offer employees basic health assistance
and are managed by the resident sister or visiting doctor. A
range of medical support is available including screening tests
for blood pressure, cholesterol, vision and diabetes.

Performance

Performance

2018

2017

2016

Electrical Engineering

95

96

95

ICT

94

90

91

Applied Electronics

88

83

90

The college addresses the demand for educational and
workplace skills for students from previously disadvantaged
communities. The year-long programme augments the
mathematics, science and accounting capacity of learners.
The college is a solutions-based system through which
grade 12 students can improve their mathematics, physical
science or accounting marks. The college offers ongoing
mentorship to its alumni.

The Reunert health and safety policy is available online at www.reunert.co.za/sustainability.php
Data includes 50% of the joint venture’s health and safety records.
Visit Reunert College at www.reunertcollege.co.za
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The college enrols 80 students annually. It depends on
contributions from the group’s business units, and from
external funders – the Zenex Foundation and the JSE.
These contributions totalled R2,3 million (2017: R1,7 million),
and Reunert business units contributed a further R5,9 million
(2017: R5,1 million).
Since the college’s inception in 1993, 1 570 students have
enrolled to complete their matric qualification, and all have
passed. The current ratio is 47% male and 53% female
students, and the average enrolment age is 19. This year,
60 (2017: 67) black students and one coloured student
matriculated. After successfully completing their exams,
top students are eligible for a Reunert bursary. There were
56 black, and two coloured Reunert bursars (2017: 57)
studying at universities or universities of technology
in Gauteng, North West and Limpopo.

2016

College spend to
develop students
(R million)

5,9

5,1

6,1

Number of bursars
placed within the
group and retained

38

34

33

No incidents of human rights violations, child labour, nor forced
and compulsory labour were reported (2017: nil). Reunert’s
human rights policy is available at www.reunert.co.za/
sustainability.php

ENVIRONMENTAL REVIEW

SUPPLY CHAIN

Environmental compliance is guided by business units’
perceived impact on the environment which differs from
business to business due to the group’s diverse business
nature. Environmental responsibility is an important element
of sustainability and is linked to our efficiency and innovation
strategic pillars (page 19).

We are aware of the adverse impact
that quality, capability and sourcing
issues from any supplier or
subcontractor can have on our
operations and reputation.

Operations are expected to receive International Organization
for Standardization (ISO) 14001 verification or undergo an
external assessment which is aligned with ISO 14001. We
continued our focus on resource management and improving
efficiencies. Lower production volumes, however, had an
adverse impact on some of our cable factories. Business
units that have ISO 14001 certification are listed in the quality,
environmental and other related standards fact sheet, at
www.reunert.co.za/downloads/reports/supplementary/

The group supports inclusive growth in the South African
economy. Reunert is dedicated to creating shared value
within our supply chain and continues to work with SMMEs
to create win-win opportunities. We continue working with
new SMMEs to be included in our supplier base.

We participate in the CDP (formerly known as Carbon
Disclosure Project) climate change and CDP water projects
annually. Our group environmental policy and additional
environmental data, including CDP responses, are available
at www.reunert.co.za/sustainability.php
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Reunert College KPIs
2017

Thata uBeke Manufacturing (TUB) is a 100% blackwomen-owned electronics manufacturer in Boksburg.
TUB supplies components to Reutech Communications
for their range of tactical radios used by SANDF. TUB
won the inaugural Department of Trade and Industry
(dti) Black Industrialist Award in 2016. Our partnership
with TUB will see dedicated assistance with skills
and knowledge transfer, and increased and more
intricate workshare.

HUMAN RIGHTS

The Reunert College is a talent pipeline for entry-level
positions in the group.

2018

Reunert follows supplier vetting processes, which are
evaluated by internal audit to ensure adherence to our policies.
Suppliers and subcontractors are required to comply with
human rights, labour standards, and environmental policies –
this is non-negotiable. We continuously work with suppliers to
ensure the delivery of high-quality products. Refer to page 73
for more information on supply chain ethics.

Thata uBeke Manufacturing

A principal’s forum hosts training and developmental
sessions to address educational issues for the principals of
the schools. There are 18 township schools in the East Rand
of Johannesburg taking part in this initiative (2017: 21).

Performance
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Energy
Our largest environmental footprint is through our manufacturing operations in the Electrical Engineering and Applied
Electronics segments. We primarily purchase electricity from Eskom. Purchased electricity decreased by 6% to 64 449 MWh
(2017: 68 349 MWh), due to the focus on improved efficiencies and lower factory capacity utilisation at Telecom Cables and
Zamefa. Energy usage is regularly monitored, and opportunities to reduce energy consumption are implemented where
possible. The increase of 14% in Scope 2 emissions is mainly due to applying calculations based on DEFRA emission factors
database for Zambia. In 2017 a much lower emission factor was used. If the same factor as in 2017 was used the Scope 2
emissions for 2018 would have reduced in line with the lower electricity consumption.

Greenhouse gas emissions by scope
Metric tonnes CO2e

% Change
from 2017

2018

2017

2016

Scope 1

6 912

7 085

6 161

(2%)

Scope 2

46 570

40 715

45 426

14%

Scope 1 and 2 emissions per full-time
equivalent employee

9,72

8,46

9,07

15%

Scope 1 and 2 emissions per R million revenue

4,95

4,61

5,75

7%

1

INTENSITY METRICS2

REUNERT LIMITED

Water
Water is scarce in parts of South Africa, and business units
placed more focus on responsible water use, even though
we do not use significant amounts of water in our production
processes. We monitor water usage to identify potential
issues and opportunities to reduce consumption.

Water usage (kl)
Performance

2018

2017

Municipal water

319 190

280 928

Borehole water

5 674

13 240

324 863

294 168

48 845

55 361

TOTAL
Rainwater harvested

Waste and pollution are well managed, and recycling
measures are in place. The group produces minimal
hazardous waste.

Climate change
Our risk assessment processes have not identified any
climate-related risks that could materially influence
operations. Severe weather patterns threaten product
delivery and components within the supply chain. However,
dual supply strategies are in place for critical product supplies.
We noted the Financial Stability Board Task Force’s
recommendations for disclosing climate change risk, and
we will follow future developments in this initiative.
Low Voltage focuses research and development on product
ranges that are used in greener technology environments.
CBI-electric’s products are ideally suited for applications due
to its technology and small size.
Developments in the energy-efficient and renewable energy
industries in South Africa continue offering opportunities for
Reunert to develop products and services. These products
contribute 5% of revenue.

Terra Firma installed a 292kW solar PV system at
Reunert Park in Midrand, in early 2018. The renewable
energy installation will be financed and owned by Terra
Firma over 20 years. The station provides 19% of the
complex’s energy requirements. A 429kW solar PV
system will be installed by Terra Firma at Fuchs
Electronics’ plant in 2019.

1
2

Location based.
Based on gross global combined Scope 1 and 2 emissions per CO2e tonne.

Total electricity used in the group

64 449 MWh
(2017: 68 349)

Board members formally undertake to
conduct themselves with due regard to the
reputation and best interests of Reunert.
The directors, individually and collectively,
cultivate integrity, competence,
responsibility, accountability, fairness and
transparency and exhibit these in their
conduct. The Board oversees that executive
management cultivates and exhibits
these characteristics.
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The Reunert Board
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Risk management
Technology and information governance
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Remuneration report
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THE REUNERT BOARD
OUR APPROACH TO GOVERNANCE
Our approach to governance is based on:
>	
Materiality: Identify governance matters that should be addressed in the best interest of Reunert over time.
>

 esign and implementation: Ensure that governance practices are designed and implemented to address material
D
matters as effectively as possible.

>	
Continued improvement: Continuously assess and adjust governance practices for improvement.

We subscribe to all King IV principles. We assessed King IV recommended practices and identified areas where closer
alignment would serve the group.

Ethical and effective leadership

Group governance

Board members’ commitment to ethical and
effective leadership, is shown and enhanced through,
among others:
>	Reunert values;

The Exco’s functions include implementing the Boardapproved strategy and determining and implementing
policies, procedures and reserved matters for managing
business units.

>	the Board charter and policies (such as the balance
of power policy);

The group’s governance framework for wholly owned
subsidiaries includes:

>	Board committees’ terms of reference;

>	Memoranda of Incorporation (MOIs), all of which expressly
require business units to comply with Reunert group
policies and procedures; and

REUNERT LIMITED

>	continuing professional development; and
>	Board and Board committee annual performance
evaluations.

Delegation by the Board
The Board delegates to executive management by way
of a formal DoA framework which it reviews annually.
The DoA sets the parameters for decision-making,
including matters which are to be reserved for the
Board, delegated to Board committees, and delegated
to individual members of executive management or
the Exco.
The DoA ensures effective decision-making for effective
group governance. The Board appreciates that delegating
responsibilities does not relieve the Board of its
accountability.

>	the Reunert reserved matters framework.
Appropriate governance practices are agreed and
incorporated in formal shareholders’ agreements for joint
ventures or subsidiaries with minority interests. Typically,
Reunert’s reserved matters, policies and procedures will
apply to these companies.
One or more Exco members attend each business unit’s
management meetings for detailed oversight and to
strengthen governance. Three Exco members are segment
heads (Alan Dickson: Electrical Engineering, Mark Taylor: ICT
and Peter van der Bijl: Applied Electronics). Material matters
arising from these meetings are reported to the rest of
the Exco.

Reunert reserved matters framework
Reunert’s reserved matters framework is guided by the DoA. It is extensive and robust, and evolves in accordance
with the group’s requirements. As recommended by King IV, this framework is formally adopted by subsidiary boards.
Any transgressions are reported to the Audit Committee.
Reunert recognises that subsidiaries are separate legal entities – the governance framework does not allow members
of Exco to usurp/exercise subsidiary powers.

Refer to the King IV application register at www.reunert.co.za/downloads/reports/supplementary/

67

GOVERNANCE OVERVIEW

BOARD OF DIRECTORS

Reunert’s Board committee structures
provide comprehensive levels of oversight
and governance.

Page

KING IV INITIATIVES: 2018 TO 2019

Audit Committee

77

>> Reserved matters framework is in the process
of being adopted by subsidiary boards

Investment Committee

78

Nomination and Governance Committee

78

>> A King IV information session was held by
the Company Secretary with business unit
managing and finance directors in June 2018

Remuneration Committee

88

Risk Committee

79

Social, Ethics and Transformation
Committee

86

>> A process to update group policies
commenced in 2018 and will continue in 2019
as per the approved timeframe. Policies are
relaunched after appropriate Board committee
approval

Group Executive Committee

Group Transformation Committee

6

The Board primarily derives its responsibilities and duties
to Reunert from:
>> the Companies Act;
>> JSE Limited Listings Requirements (JSE Listings
Requirements);
>> the company’s MOI;

Refer to the internal and external standards and
principles fact sheet that sets out some of the key
internal and external standards and principles that are
applied in the group at www.reunert.co.za/downloads/
reports/supplementary/

>> King IV;
>> South African common law; and
>> its Board charter and policies.

APPLICATION OF KING IV
Reunert already has corporate governance practices for each of the first 16 King IV principles. Through a detailed King IV
assessment, we identified further enhancements to governance practices that will; add value to the group; contribute to ethical
and effective leadership; and guide us towards achieving positive governance outcomes. The differences between King IV’s
recommended practices and our practices were not extensive and mostly a matter of degree or formalisation.
The group identified opportunities for improvement and related King IV initiatives which we will implement over the next two
to three years. In each instance, we emphasise mindful application; that is, to implement practices in the best interest of the
long-term sustainability of Reunert. Different Board committees supervise the King IV initiatives.
We disclose material governance practices throughout this report (as well as in other public information) to assist stakeholders
to conduct an informed assessment of Reunert’s governance.
The Board is satisfied that Reunert applies a high level of formalised corporate governance.
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BUILDING TRUST AND ACCOUNTABILITY
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OUR LEADERSHIP
Our Board provides ethical and effective leadership in accordance with good
governance practices. It oversees the activities towards achieving strategic
objectives and positive outcomes, and towards preventing or improving the negative
consequences of Reunert’s activities on the economy, society and environment.
NON-EXECUTIVE DIRECTORS
TREVOR
MUNDAY
69

REUNERT LIMITED

Chair, independent non-executive director
Appointed to the Board: 1 June 2008
Appointed chair: 1 June 2009
Qualification: BCom

ADV THANDI
ORLEYN
62

Non-executive director
Appointed to the Board: 23 May 2007
Qualifications: BJuris, BProc, LLM

TASNEEM
ABDOOL SAMAD
44

JOHN
HULLEY
58

Independent non-executive director
Appointed to the Board: 1 July 2014
Qualification: CA(SA)

Independent non-executive director
Appointed to the Board: 1 July 2018
Qualifications: NDip ME, MDP (Unisa)

TUMEKA
MATSHOBARAMUEDZISI
37

BRAND
PRETORIUS
70

Independent non-executive director
Appointed to the Board:
22 February 2011
Qualification: MCom (Business Economics)

Independent non-executive director
Appointed to the Board: 1 April 2018
Qualifications: CA(SA), Registered
Auditor, MCom in Computer Auditing

EXECUTIVE DIRECTORS AND MEMBERS OF THE GROUP EXECUTIVE AND GROUP
TRANSFORMATION COMMITTEES
ALAN
DICKSON1
47

Group chief executive officer, segment head: Electrical Engineering
Appointed to the Board: 21 November 2013; appointed group
CEO effective 1 October 2014
Appointed to Reunert: 1 January 1997
Qualifications: BSc (Eng), MSc (Eng), MBA

NICK
THOMSON
59

Group chief financial officer
Appointed to the Board: 15 June 2015
Appointed to Reunert: 15 June 2015
Qualification: CA(SA)

MARK
TAYLOR
55

Executive director, segment head: ICT
Appointed to the Board: 21 November 2013
Appointed to Reunert: 1 October 2012
Qualifications: EDP, SEP

MOHINI
MOODLEY
43

Group human resources and transformation executive director
Appointed to the Board: 31 March 2015
Appointed to Reunert: 1 September 2013
Qualifications: BA, LLB, Admitted Attorney
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We are satisfied with our Board gender
and race representation2 (38% female and
38% black), and continue focusing our
succession planning and recruitment efforts
on improving both areas to meet our targets.

SEAN
JAGOE
67

Board: Race

Board: Gender

Black
White

Male
Female

5
8

Target : At least

40% black

8
5

Target : At least

40% female

Board committee
chairs: Gender

Black
White

Male
Female

3
3

3
3

Length of service as
Board member
(as at 30 September 2018)

SARITA
MARTIN
46

Independent non-executive director, lead
independent director
Appointed to the Board: 20 April 2000
Qualifications: BSc (Eng), MBA

Board committee
chairs: Race

1 – 5 years

Independent non-executive director
Appointed to the Board:
1 December 2013
Qualifications: BProc, LLB, MBA

RYNHARDT VAN
ROOYEN
69

> 5 – 9 years
SG Pretorius
R van Rooyen
> 9 years
SD Jagoe
TS Munday
Adv NDB Orleyn

Independent non-executive director
Appointed to the Board:
1 November 2009
Qualification: CA(SA)

OTHER GROUP EXECUTIVE COMMITTEE AND GROUP
TRANSFORMATION COMMITTEE MEMBERS
PETER VAN
DER BIJL
62

Board meeting attendance
TS Munday
T Abdool-Samad
JP Hulley
AE Dickson
SD Jagoe

Mix of knowledge, skills
and experience

KAREN
LOUW
44

Chief executive officer: Reutech,
segment head: Applied Electronics
Appointed to Reunert: 17 July 2008
Qualifications: MSc (Elec Eng), MSc
(Aerospace)

5/5
5/5
1/1
5/5
5/5

The Board’s mix of knowledge, skills
and experience is appropriate and
remains a key consideration in its
succession planning.

Group company secretary
Appointed to Reunert: 1 June 2012
Qualifications: BCom (Law), LLB,
LLM (Tax), LLM (Corporate Law),
Admitted Attorney

We consider Exco race and
gender diversity (17% and 33%
respectively) in our executive
succession planning.

6

S Martin
M Moodley
TJ Motsohi3
Adv NDB Orleyn
SG Pretorius

Race
5/5
5/5
1/1
5/5
5/5

MAR Taylor
NA Thomson
T Matshoba-Ramuedzisi
R van Rooyen

5/5
5/5
2/2
5/5

The 100% attendance confirms that Board members devote time to their
responsibilities and are dedicated to their duties.
1
2
3

The Board is satisfied that newer
Board members’ insights are
balanced, with continuity provided
by the longer-serving directors.

Alan Dickson does not hold directorships or professional commitments outside Reunert.
Board representation as at 30 September 2018.
Thabang Motsohi retired on 12 February 2018.

Black
White

Gender
1
5

Male
Female

4
2

The Board and Exco members’
experience and other directorships are
available at www.reunert.co.za/
board-of-directors.php.
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T Abdool-Samad
AE Dickson
JP Hulley
S Martin
M Moodley
MAR Taylor
NA Thomson
MT Matshoba-Ramuedzisi
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KEY BOARD CHANGES

7

The following are key changes at Board level:
>> Appointments of independent non-executive directors:

REUNERT LIMITED

oo John Hulley, effective 1 July 2018, enhancing
manufacturing and risk management expertise. He
serves on the Risk and Remuneration Committees.
oo Tumeka Matshoba-Ramuedzisi, effective 1 April 2018,
adding to the depth of financial expertise. She serves
on the Audit and Social, Ethics and Transformation
Committees.
>> Retirements and resignations:
oo Thabang Motsohi retired at the annual general meeting
(AGM) held on 12 February 2018, having reached the age
of 70.
oo Phuti Mahanyele resigned as independent non-executive
director and member of the Audit and Social, Ethics and
Transformation Committees, effective 1 November 2017,
due to her growing commitments as owner and director
of Sigma Capital.
We have a formal induction programme for new directors,
in accordance with our induction policy. New directors are
appropriately informed about the group, and they visit
selected group operations. The new directors completed the
programmes, other than the site visits, which happen over a

period of time. A long-serving director mentors each of the
new directors, as a primary point of contact, to integrate
them into the Board and support them in adjusting to the role
of non-executive director.
Reunert’s directors resign at the AGM following their 70th
birthday. However, for reasons as presented in the chair’s
report on page 24, the Board requested Brand Pretorius and
Rynhardt van Rooyen to postpone their retirement for one
year, to which they agreed. In 2019, the Board will make
further appointments.
7

DIRECTORS’ INDEPENDENCE
AND BALANCE OF POWER

8

The Board and the Nomination and Governance Committee
together consider the independence of non-executive
directors annually, being particularly rigorous around those
with a tenure longer than nine years. Adv Thandi Orleyn is not
classified as independent, as she represents Reunert’s BEE
partners. All other non-executive directors are classified as
independent.
The Board charter and balance of power policy ensure
that Board members understand their roles, and contain
safeguards to maintain an appropriate balance of power
on the Board.

INDEPENDENT
CHAIR

The chair (who must be an independent non-executive director) leads the Board in
executing its roles and responsibilities, and provides overall leadership to the Board.

LEAD
INDEPENDENT
DIRECTOR

The lead independent director (an independent non-executive director) is responsible for
the functions detailed in King IV, including leading in the absence of the chair, serving as
a sounding board for the chair, and acting as an intermediary between the chair and other
members of the Board, if necessary. The lead independent director contributes to the
balance of power on the Board.

Specific independence consideration
Due to the length of tenure on the Board, the Board, with the
assistance of the Nomination and Governance Committee,
conducted an in-depth review of the independence of
Trevor Munday and Sean Jagoe. This in-depth assessment
process, conducted holistically on a substance-over-form basis,
showed that neither Trevor or Sean has any interests, positions,
associations or relationships which, when judged objectively and
reasonably, are likely to influence unduly or cause bias in

decision-making in the best interest of Reunert.
Both Trevor and Sean are highly experienced in commercial
endeavours outside of Reunert, which enhances their ability
to maintain appropriate independent judgement. The Board’s
performance assessment process indicated that their
contributions are highly regarded by their peers and that the
Board as a whole is well-balanced between longer-serving and
newly appointed directors.

GOVERNANCE OVERVIEW
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2018 BOARD AGENDA AND FOCUS AREAS
The Board, with the support of its committees, is satisfied that it has carried out its responsibilities for the year. The Board
comprehensively revised its charter and workplan in May 2018 to better align with King IV, and adjusted the Board agendas
accordingly.

Group strategy
Page 16

External environment
Page 13

BBBEE

Succession planning

2019 focus areas

The Board reviewed the implementation of
the group’s strategy. The group’s key risks, as
reviewed by the Risk Committee, were taken
into account for purposes of the strategy
review.

The strategy will be reviewed at the Board’s
meeting in March 2019 to ensure that it
continues to address the group’s challenges
and opportunities in the interest of Reunert’s
sustainable performance.

As discussed throughout the report, the Board
considered the decline of state institutions,
particularly those which are key customers, at
each of its meetings. The impact of the decline
in service delivery by some metros and
municipalities and increased social unrest
were continuously monitored. Mitigating steps
taken by management were interrogated
to ensure that the negative impact
is minimised as far as possible.

Socio-economic challenges are expected to
continue. The Board will continue monitoring
developments at state institutions, metros
and municipalities, and will address risks
in this sector as far as it is reasonable.

We exercised our option to extend the group
ownership partnership with Peotona and
increased BEE equity ownership in the cables
cluster to above 51%.

–

As discussed on page 77, the Board is
pleased with the skills and experience
contributed by the new directors and their
integration on the Board.

The Board will continue focusing on recruiting
suitable candidates for non-executive
positions, with due regard to diversity targets
and the right balance of knowledge, skills
and experience.

The Board monitored executive succession
planning through the Nomination and
Governance Committee.

King IV implementation

The Board monitored the King IV alignment
initiatives through the relevant committees.

As discussed on page 77, the Nomination
and Governance Committee will continue
to oversee executive management and
non-executive director succession planning
and provide advice to the Board. In particular,
a more formalised executive succession
reporting process will be followed.
Continue monitoring the implementation
of the King IV alignment initiatives.
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Page 47

2018 focus areas
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BOARD POLICIES
The Board’s charter and policies support ethical and effective leadership by creating a common understanding of expected
behaviour and procedures from directors. The Board charter forms part of directors’ conditions of appointment or employment,
and is therefore binding and serves as a mechanism for director accountability.
The Board comprehensively revised its charter, all its policies and its workplan to better align with King IV. These are available at
www.reunert.co.za/corporate-governance.php
The table below highlights the key policies and changes.
Policy
Board charter

We expanded the charter to deal more extensively with (among other things) Board
members’ rights and obligations in respect of leadership, ethics and corporate citizenship,
as well as stakeholders. We also added more specific information on the chair and lead
independent director roles.

REUNERT LIMITED

We retained the general requirement that non-executive directors retire at the AGM
following their 70th birthday. However, the charter now provides the Board with discretion
to request such directors (on advice from the Nomination and Governance Committee)
to remain on the Board under limited circumstances and for a limited period, if it is in the
best interest of Reunert.
Balance of power

We updated the Board’s balance of power policy to incorporate King IV’s recommended
practices, including the proposed membership of committees. The policy also details, where
more than one committee has jurisdiction to deal with a similar matter, each committee’s
specific role and positioning to ensure complementary, rather than competing, approaches.

Board appointments

We updated the Board appointment policy to incorporate appropriate King IV recommended
practices. For example, candidates are requested to explicitly state that they have sufficient
time available to fulfil their Board responsibilities. The Board also updated the gender and
race diversity targets (page 69).
During the year, our conflict and background checks identified a material conflict in respect
of a candidate as discussed in the chair’s report on page 24.

Induction of new directors

New directors receive relevant written information (such as copies of all Board policies)
and meet with key management (page 70). The chair of the Board oversees inductions
and provides feedback to the Board.
The induction policy was applied following the appointment of Tumeka Matshoba-Ramuedzisi
and John Hulley.

Non-executive directors’
fees and re-imbursement
of expenses

The policy regulates various aspects of the fees of non-executive directors and the extent
to which non-executive directors are entitled to re-imbursement for expenses. Shareholders
approve the quantum of directors’ fees, while the policy addresses detailed administrative
and practical aspects (page 98).

GOVERNANCE OVERVIEW
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ETHICAL LEADERSHIP

The Board is cognisant of the need to be
vigilant and proactive in respect of
ethics. The Board and its committees
continuously focus on ethical leadership
and ensuring that business units in the
group conduct business ethically.
Board ethics
Initiatives to entrench ethics included:
>> More detail in the Board charter on members’ rights and
obligations in respect of leadership, ethics and corporate
citizenship. In terms of the charter, members undertake
to conduct themselves, both professionally and personally,
in accordance with group ethics and values, and obey
applicable legislation.

Organisational ethics
The group values were rolled out across the organisation and
we will continue embedding these values in 2019 (page 5).
With the oversight of the Remuneration Committee,
executive directors’ key performance indicators (KPIs) aim
to create a values-based organisation.
The Social, Ethics and Transformation Committee (Setco)
plays a leading role in overseeing the group’s ethics. We have
formal group-wide policies on relevant ethical and legislative
matters. These include policies on gifts, entertainment and
charitable donations. The DoA enhances the Board’s oversight
over the group’s activities.
The Reunert reserved matters framework (page 66) lists
transactions that could either create significant commercial
risk, or are typically more susceptible to abuse or dishonesty.
These transactions are subject to additional governance and
executive oversight.
The Risk Committee assessed the processes and controls
that minimise the risk that directors or employees engage
in or are enticed into, unethical conduct. The focus going
forward is to revise the Code of Ethics and to further
enhance awareness around ethical business conduct.

Suppliers and agents
We use third-party scanning tools to assess and continually
qualify suppliers. Our internal auditors screen the top
suppliers during internal audits for hidden risks related to
money laundering, sanctions, regulatory and law

enforcement, and politically exposed persons and their
relationships and networks. If risks are found, they are
included in the internal audit reports. No significant issues
were noted during this year’s internal audits.
Applied Electronics employs a limited number of sales
agents, and internal audit has reviewed the agents in a similar
way as suppliers. No areas of concern were found. Our
agreements with sales agents contain a clause on preventing
fraud and corruption. There are also standard operating
procedures for the implementation of subcontracting required
by state procurement rules. Commissions paid for services
rendered are regulated by way of Reunert procedures.

Defalcation reports
All business units monitor fraud risk closely, and continually
improve processes that curtail and eliminate opportunities for
fraud. They submit monthly defalcation reports listing cases
of corruption, fraud or theft, which are also reported to the
Audit Committee. No incidents of collusion, bribery or fraud
were reported during the year (2017: Nil). A theft of mainly
copper worth R2,5 million was reported in September 2018
and is being investigated.

Whistle-blowing facility
Employees and third parties have access to an independent
whistle-blowing facility. The programme is managed through
Deloitte & Touche’s independently managed fraud tip-off line,
which operates 24-hours a day, 365 days a year. The whistleblowing policy is available at www.reunert.co.za/corporategovernance.php

Contacts recorded
2018

2017

2016

Collusion, bribery and
unethical behaviour

3

3

2

Fraud and theft

2

1

1

Procurement
irregularities

0

0

3

10

7

8

HR-related issues
including nepotism,
discrimination, sexual
harassment and racism

Tip-off reports are channelled through the head of internal
audit to the relevant group executive to investigate and
provide feedback. Where possible, the outcome of the
investigation is provided to the reporter of the tip-off and to
relevant employees in general. A tip-off register is maintained
and presented at each Audit Committee meeting.
By year-end, all cases, except one accusation of unethical
business conduct, were investigated and closed. We met
each instance with action appropriate to the outcome of
the investigation. None of the investigations exposed matters
of material concern. Most reports related to HR issues and
were referred to relevant business units to address. The
investigation of one case of alleged unethical business
conduct was ongoing at the time of compiling this report.

I N T E G R AT E D R E P O R T 2 0 1 8

>> The Nomination and Governance Committee updated its
terms of reference to formalise its oversight role in respect
of Board ethics. The committee is obliged to identify and
address any existing or potential breach of the Board’s duty,
to lead effectively and ethically, and to set the ethical tone
for the Board.
>> Existing ethics processes, such as annual declarations of
interest and an opportunity at each Board meeting to
declare potential conflicts.
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COMPLIANCE
Compliance is set as a minimum requirement, is integrated
throughout the group, and it forms a key element of our
sustainability strategy to inculcate trust and accountability.
The group executives embed the combined assurance
framework (page 76) with the assistance of each business
unit’s executive management. Business units are responsible
for their own legislative compliance, and are supported by
subject matter experts when required. There is also executive
functional supervision in the following areas:

>> Implementation of the sustainability strategy
>> Re-assess business unit compliance processes and
procedures, during 2019 and 2020

Additional disclosures
>> substantiated complaints regarding consumer protection
and customer privacy (2017: Nil);

>> Human resources
>> Corporate actions and litigation

>> identified leaks, thefts, or losses of customer data (2017: Nil);

>> Taxation (Exco appointed an additional tax resource
to strengthen capacity)

>> products or services banned in any country or market
(2017: Nil); or

>> Company secretarial
>> Internal audit
Daily media scans and alerts notify Reunert of developments
which require a response.

REUNERT LIMITED

>> Compliance with policies will be included in the
managing director certification process as the updated
policies are rolled out, from 2019 onwards

There were no:

>> Accounting practices

Electronic training for new employees, or when there have
been substantial legislative changes, is available group-wide.
This includes training on Competition Law, the Consumer
Protection Act, the National Credit Act and the Protection
of Personal Information Act, 2013 (POPI). In 2017,
1 254 employees participated in anti-corruption training.
Completed courses

KING IV INITIATIVES: 2019

2018

Anti-fraud and corruption

24

Competition Law

23

Competition Law (Zambia)

24

POPI Act

80

Anti-corruption

88

Business units’ managing directors annually certify their
business’s compliance with the Competition Act, 1998, the
Prevention and Combating of Corrupt Activities Act, 2004 and
other laws and regulations that are material to the relevant
businesses. No material fines or inspections, material
incidents of spillage or environmental infringements were
reported. Refer to environmental review on page 63.
Legislation impacting HR and BBBEE is analysed and shared
regularly with business units. Legislative updates are a
standard agenda item at HR executive meetings, with three
sessions held during the year. Due to the extensive access
of HR personnel to special personal information, awareness
of privacy considerations is particularly important. In
anticipation of the POPI Act becoming effective, and to
encourage good business practice, an extensive two-day
training session was held for representatives of business unit
HR departments.
Most of Reunert’s businesses have no direct interaction with
consumers. Where consumer protection legislation, such as
the National Credit Act, 2005 and the Consumer Protection
Act, 2008, is relevant to a business unit, the business unit’s
management is responsible to ensure compliance therewith.

>> non-compliance concerning product and service
information and labelling (2017: Nil).
Status of anti-trust investigation into Cafca Limited
The Zimbabwe Competition and Tariff Commission
(Commission) is investigating a complaint lodged against
Cafca Limited, a non-consolidated subsidiary incorporated in
Zimbabwe since 2017. Cafca provided a written response to
the Commission stating why it believes it was not in breach
of Zimbabwe’s anti-trust legislation. At the time of compiling
this report, no further requests or communication were
received from the Commission.
1

9

BOARD EVALUATIONS
The Board conducted a formal performance assessment
process in August 2018. Board members assessed each other
(excluding the two new directors) and the company secretary.
They assessed the performance of the Board as a whole and
each of the committees, as well as the mix of knowledge,
skills and experience of members, and diversity.
The evaluation is extensive, and the Board believes that it
provides adequate opportunity for members to give feedback
on the various aspects that are crucial to the successful
functioning of the Board. Members’ scores and comments
are provided anonymously, which we believe enhances the
opportunity for directors to be frank and honest in their
feedback.
The Nomination and Governance Committee oversees the
evaluation process. The committee discussed each of the
comments and proposals and presented the key messages
to the Board. The average scores on all assessment questions
indicate a high level of performance. No major areas of
concern were identified. However, it highlighted the need
to expedite Board recruitment. We appointed additional
recruitment agencies to assist in identifying high-potential
candidates. For the next evaluation cycle the context provided
by Board members for comments/recommendations will be
enhanced.

GOVERNANCE OVERVIEW
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The lead independent director collated and provided feedback on the Board’s evaluation of the chair, which was extremely
positive. Feedback relating to the CEO indicates that he has the full confidence and support of the Board. The average score for
each of the other executive directors exceeded four (out of a possible five), which indicates a good working relationship
between the executive and non-executive Board members.
10

SUCCESSION PLANNING
The Nomination and Governance Committee focused on succession planning for the non-executive directors that will retire over
the next few years (having reached the age of 70), and for executive management (whether directors or not).
Non-executive director succession planning

Executive succession planning

The Nomination and Governance Committee has actively
worked towards identifying candidates for non-executive
positions who meet the criteria for an effective and
well-balanced Board. Tumeka Matshoba-Ramuedzisi and
John Hulley were appointed during the year.

The executive management succession plan is presented
annually to the Nomination and Governance Committee. For the
CEO and each of the key executive positions, we have identified
at least an emergency successor – an individual who can take
over on an urgent, albeit possibly on a temporary, basis.

We continue to identify successors who are ready to take on key roles on a permanent basis. The Exco will focus on the
identification and development of successors in 2019 and report to the Nomination and Governance Committee.

TRAINING AND CONTINUING PROFESSIONAL DEVELOPMENT

There is an open invitation to Board members to request the company secretary to arrange additional training or development
to help them fulfil their duties to Reunert.

TRADING IN REUNERT SHARES

There was no contravention of our policies relating to trading in Reunert shares.

BOARD

EMPLOYEES

The Board charter regulates directors’ responsibilities regarding confidential and pricesensitive information. It sets out the formal process for directors who consider trading
Reunert shares. Directors need written permission from the Board chair before dealing in
the company’s securities. The company secretary must be notified, in writing, on
conclusion of any securities dealings.
The use of confidential or price-sensitive information is dictated by subsidiary MOIs,
employment contracts and disclosure policies. All employees (other than executive directors,
who are subject to the Board’s processes) are required to obtain executive approval for any
trading in shares acquired in terms of the group’s long-term share incentive schemes.
When entering closed periods, executives and top management are reminded of the legal
duty to avoid insider trading and are requested to communicate this to anyone in their teams
(such as the financial professionals) who may have access to price-sensitive information.

10

COMPANY SECRETARY
Reunert Management Services Proprietary Limited provides secretarial services and support to Reunert and the group as a
whole. Karen Louw is primarily responsible for the secretarial function, and the Nomination and Governance Committee
assesses her performance annually. The Board, on recommendation of the Nomination and Governance Committee confirmed
that they are satisfied with the competence, qualifications and experience of Karen, and that the Board was satisfied with the
effectiveness and independence of the corporate governance services provided by Reunert Management Services and Karen.
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The Board has a minimum of two compulsory pre-scheduled continuing professional development sessions per year.
The first session was a presentation by a political analyst on the topic of the South African political landscape. The second
session was a presentation by the group CEO on the segmental business drivers.
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COMBINED ASSURANCE
The Board guides the group’s assurance services and
functions. It oversees Reunert’s combined assurance
framework to ensure it addresses our risks and other material
matters. The Board delegates the responsibility for overseeing
the combined assurance objectives to the Audit Committee.
The group executives are responsible for embedding the
combined assurance framework with the assistance of each
business unit’s executive management. The Audit and Risk
Committees, supported by executive management and the
head of internal audit, annually assesses the effectiveness
of the risk and control environment to the Board.

KING IV INITIATIVES: 2018 TO 2020
>> Updated the combined assurance framework in 2018
>> Commenced with an independent assessment of the
effectiveness of risk management in 2018, to be
completed in 2019
>> Independent assessment of the internal audit function
starting in 2019

Our combined assurance framework includes all our business units, and has the following objectives, among others:
>> Optimise assurance coverage and eliminate duplication
of efforts

>> Align risk management to key strategic objectives
and enable an effective control environment

>> Co-ordinate the efforts of management, internal and
external assurance providers

>> Support the integrity of information used for decisionmaking by management, the Board and its committees
and for external reporting.

>> Identify gaps where risks are not managed

Lines of defence
1

Risk ownership

REUNERT LIMITED

FIRST
LINE

SECOND
LINE

THIRD
LINE

2

3

Risk management
oversight and
compliance

Objectives
Set strategy, measure
performance, establish, and
maintain risk management,
controls and governance in
accordance with the DoA,
reserved matters framework
and risk appetite and
tolerance framework

Assurance providers
>	Management of

line functions
>	Quality assurance

functions
>	Policies and

procedures

>	Executive

management
and operational
committees that
provide direction,
guidance and oversight

>	Internal control

environment

Provide a formal and
>	Risk management
effective risk management
>	Group legal, HR,
framework to improve
company secretarial
decision-making, planning
and finance
and prioritisation of business
compliance
activities

Internal independent Provide an independent and
objective opinion on the
assurance and
effectiveness of risk
validation
management, controls and
corporate governance

Reporting lines

>	Internal audit

>	Group Executive

Committee and/or
group finance
>	Audit Committee
>	Risk Committee
>	Audit Committee

>	Annual accountant and > Risk Committee

IT manager swap
programmes

>	Group CFO

>	Business unit

environmental, quality,
health and safety
functions
>	Internal quality

assessors

FOURTH
LINE

FIFTH
LINE

4

5

External
independent
assurance and
validation

Provide assurance on the
>	External audit1
group’s annual financial
>	Other third-party
statements, and an
assurance providers
independent and objective
>	Independent whistleopinion on the effectiveness
blowing function
of risk management,
controls and quality
management

>	Audit Committee

Board committees
and structures

Provide strategic direction
for achieving the group’s
objectives

> Shareholders

>	The Board and all its

committees

GROUP VALUES
1

The policy on non-audit services is available at www.reunert.co.za/corporate-governance.php

>	Setco
>	Risk Committee
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BOARD COMMITTEES
Each committee has a workplan that lists its tasks according to its terms of reference. This allows the committees to assess
their progress and fulfil their mandates. The terms of reference for each committee is available at www.reunert.co.za/corporategovernance.php
Each committee is satisfied that it appropriately addressed its areas of responsibility, as evidenced by the various workplans and
confirmed by Board evaluation.
The Investment Committee does not have a set workplan, as its responsibilities are transaction-related and ad hoc.
The committee is satisfied that it appropriately assisted and monitored transactions as needed.
The Nomination and Governance Committee considered each committee’s skills, experience, diversity and independence,
and feedback from the Board evaluation. It concluded that the composition of each committee is appropriate to its mandate.
However, it noted that it would be beneficial to appoint another suitably skilled member to the Audit Committee.
Where there are regulatory requirements with respect to the constitution of a committee, the Nomination and Governance
Committee has ensured that members of the committee comply therewith.
In the committee summaries that follow, we list the key applicable areas of expertise. Members’ qualifications are enhanced by
extensive experience in practice, as detailed in their curriculum vitae (www.reunert.co.za/downloads/reports/supplementary/).

AUDIT COMMITTEE
Composition

Main areas of responsibility
>> Oversees financial risks

and processes required to ensure appropriate financial reporting

100%

Tenure

>> Oversees the DoA and the group governance framework
>> Oversees IT governance

Members and meeting
attendance
R van Rooyen (chair)
T Abdool-Samad
S Martin
T Matshoba-Ramuedzisi2

3/3
3/3
3/3
2/2

100%

members are
independent and
non-executive

Permanent attendees

25%
75%

>> Chair of the Board

> 5 to 9 years
less than 5 years

Expertise

>> Group CEO
>> Group CFO
>> Group finance executive
>> Chief internal audit executive

Financial
literacy
Law and
commercial

3 CA(SA)s
1 LLB and MBA

>> Designated external audit partner

2018 focus areas

2019 focus areas

>> Enhanced focus on IT (page 84)

>> Continue focusing on IT

>> Implemented new JSE Listings Requirements around considerations when

>> Enhance focus on the measures

appointing the external auditor
>> Monitored the group’s readiness to implement new accounting standards

(IFRS 9, IFRS 15 and IFRS 16)

to ensure the independence and
quality of internal audit
>> Enhanced reporting to the

committee on tax

>> Assessed whether Reunert’s control environment is robust

Refer to the full Audit Committee report in the annual financial statements
(available at www.reunert.co.za/results-reports-and-presentations.php).
Refer to page 86 for the Social, Ethics and
Transformation Committee report. The Remuneration
Committee report is on page 88.

2

Appointed effective 1 April 2018.
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>> Oversees the integrity of financial reporting, including supervising the people
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INVESTMENT COMMITTEE
Composition

Main areas of responsibility
Oversees anticipated or ongoing material transactions on behalf of the Board

Members and meeting
attendance
T Abdool-Samad (chair)
SD Jagoe
TS Munday
SG Pretorius
R van Rooyen

Permanent invitee

100%

Tenure

>> Group CEO

5/5
5/5
5/5
5/5
4/5 1

40%
40%
20%

Expertise
Financial literacy (two CA(SA)),
corporate finance and business
acumen

96%

members are
independent and
non-executive

longer than 9 years
> 5 to 9 years
less than 5 years

2018 focus areas

2019 focus areas

>> Oversaw the implementation of Reunert’s strategy in the context of proposed

Continue overseeing material
transactions proposed by
management.

acquisitions (page 18) and regional expansion
>> Oversaw the decisions with respect to the black ownership of Reunert and

relevant subsidiaries (page 36)

REUNERT LIMITED

NOMINATION AND GOVERNANCE COMMITTEE
Composition

Main areas of responsibility
>> Responsible for Board governance and related matters, including Board ethics,

performance, independence, diversity and succession planning
>> Oversees performance and succession planning of senior executives and the

company secretary

Members and meeting attendance

TS Munday (chair)
T Abdool-Samad
S Martin
Adv NDB Orleyn
SG Pretorius
R van Rooyen

Regular
meetings
3/3
3/3
3/3
3/3
3/3
3/3

Board
candidate
interviews
3/3
3/3
3/3
3/3
3/3
3/3

Independent non-executive chair
members are
independent

83%
100%

Permanent invitees
>> Group CEO

Expertise
Commercial,
governance and
management
qualifications and
experience

members are
non-executive

Tenure

33%
33%
33%

longer than 9 years
> 5 to 9 years
less than 5 years

100% 100%

2018 focus areas

2019 focus areas

>> Succession planning for non-executive directors and search

>> Continue Board succession planning and search

for potential candidates for non-executive Board positions, in
accordance with predetermined criteria, including skills and
diversity requirements (page 75)
>> Succession planning for executive management (page 75)
>> Ensured that Board policies with respect to balance of power,

Board appointments and Board induction appropriately align
with King IV (page 72)

for potential candidates for non-executive positions
>> Continue oversight of executive management

succession planning
>> Ensure that new members of the Board are

integrating successfully and performing in
accordance with the Board’s expectations
>> Continue focusing on Board and committee

governance and the Board’s evaluation processes

1

Investment Committee meetings are often held at short notice and due to prior arrangement. Rynhardt was unable to attend one meeting.
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RISK COMMITTEE
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Composition4

Main areas of responsibility
>> Ensures that effective policies and risk management plans are in place

Independent non-executive chair
members are
independent and
non-executive

to support the group towards its strategic objectives

71%

>> Oversees the risk management processes in the group1
>> Reviews identified risks for completeness and appropriate mitigation

29%

>> Ensures that risk disclosure is comprehensive, timely and relevant

Members and meeting
attendance
SG Pretorius (chair)
T Abdool-Samad
AE Dickson
JP Hulley2
TJ Motsohi3
TS Munday
NA Thomson
R van Rooyen
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2/2
2/2
2/2
0/1
1/1
2/2
2/2
2/2

Permanent invitees
>> Chief internal audit executive
>> Group legal counsel

Expertise
Commercial, finance, manufacturing
and risk management qualifications
and experience

members executive

Tenure4

14%
29%
57%

longer than 9 years
> 5 to 9 years
less than 5 years

2018 focus areas

2019 focus areas

>> Monitored socio-economic and socio-political landscape with

>> Oversee the independent assessment of the

a focus on state institutions that are significant customers of
the group
>> Enhanced oversight over the group’s management of

reputational risk

effectiveness of the group’s risk management,
to be concluded in 2019, and consider the
outcomes thereof
>> Continue focusing on managing concentration risk

>> Reviewed processes and controls to mitigate the risk of

directors and employees participating in unethical business
practices
>> Initiated the independent assessment of the group’s risk

management effectiveness (page 76)
>> Re-assessed the group’s risk appetite and risk tolerance

measures

The risk management section starts on page 80.

Financial risks fall under the auspices of the Audit Committee.
	Appointed effective 1 July 2018. John could not attend the September meeting due to prior commitments before his appointment to the Board.
3
	Resigned effective 12 February 2018.
4
	As at 30 September 2018.
1
2
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RISK MANAGEMENT
The group manages risk effectively to mitigate risks and uncertainties which could
hinder its value creation process.
RISK MANAGEMENT AND METHODOLOGY
The Board oversees the group’s risk management processes
and delegates their design, implementation and monitoring
to management. Management integrates risk management
into the group’s operations and implements the appropriate
mitigation and/or remedial actions.
Risk assessment procedures are integral to management’s
key objectives, and all business units conduct formal risk
assessments. Either the CEO, CFO or group finance executive,
and senior segment management, attend all operational risk
management meetings, which are held at least bi-annually.
Internal audit attends all these meetings and assists in
facilitating the process.

REUNERT LIMITED

We updated our risk appetite framework to differentiate
between risk appetite and risk tolerance. We formalised
risk appetite as qualitative descriptors of the group’s attitude
to taking risk, and risk tolerance as quantitative measures.
The Risk Committee approved the updated framework in
September 2018.

Each major risk category has risk appetite descriptors and risk
tolerance measures. The Risk Committee approves these and
receives feedback at each meeting. There were three instances
where the risk tolerance thresholds we set ourselves were
not met. The Risk Committee was comfortable with the actions
taken to address these matters. There were no unexpected
or unusual risks outside of risk appetite levels (2017: Nil).
Another focus area was the external, independent evaluation
of the design effectiveness of risk management which
commenced in July 2018. This first phase is due for completion
in early 2019. The second phase, review of the operational
effectiveness of risk management, will be a key focus for 2019.
The Risk and Audit Committees assess the effectiveness
of internal controls, including financial and disclosure controls,
and the effectiveness of risk management at each meeting.
No indications of a weakness in either the risk management
or the internal control processes, whether from design,
implementation or operation, came to the Risk and Audit
Committees’ attention.

RISK MANAGEMENT METHODOLOGY, BASED ON THE ISO 31000 FRAMEWORK
Reporting
Risk reporting follows risk reviews and is considered bi-annually by the Risk Committee.

Identifying, defining and categorising risks
Risks at each business unit are defined and classified as strategic, reputational, business process,
financial, operational or compliance-related risks and if relevant are aggregated at a group level.

Assessing the quantitative impact and materiality of the risks should they occur
Risks are assessed based on their potential impact on the business in accordance with
Board‑approved risk quantification levels ranging from insignificant to catastrophic.

Assessing the probability of the risks occurring
Risks are assessed based on their likelihood, assuming no controls are in place. Risks are scored
in a range from rare to almost certain.

Assessing the effectiveness of internal controls
Mitigating internal controls are identified and assessed for each risk. A control effectiveness rating
is assigned to each risk ranging from very effective to ineffective.

Classifying the residual risks
Based on their impact and likelihood, after considering the effectiveness of the internal controls,
residual risks are classified as high, medium or low.

Developing risk mitigation strategies for all identified risks
Risk mitigation strategies and action plans are developed in line with the Board-approved risk appetite
levels with appropriate accountability and allocation of responsibilities.

Monitoring risks
Risks are continuously monitored and formally assessed bi-annually. The Audit Committee monitors financial risks,
including financial reporting risks. The Risk Committee monitors all other risks.
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KING IV INITIATIVES: 2018 TO 2019
>> The updated risk appetite and risk tolerance framework
was approved.
>> The risk appetite framework was updated with qualitative
descriptors of the group’s attitude to taking risk.
>> Independent assessment of the effectiveness of the
group’s risk management commenced in 2018 and will
be completed in 2019.
>> The group spokesperson’s policy was updated to deal more
extensively with crisis communication and social media.

KEY RISKS
We determine our key strategic risks through a top-down
and bottom-up review. Reunert’s key risks, their movement
since 2017 and our risk mitigation strategies are set out
below. We indicate the level of control we have over the risk,

the responsible Board committee and how we applied our
combined assurance processes (page 76) to these risks.
We describe how our risks align to our material matters
on page 11.
Over and above our key strategic risks, group management
focused on the Zambian government’s continued liquidity
constraints. These constraints delayed VAT input claims and
duty drawback claims, and caused overdue Zesco debtor
payments. The volatile US Dollar and Zambian Kwacha
exchange rates exacerbated liquidity. This risk impacted
Zamefa’s cash flow, and we significantly reduced
manufacturing operations to conserve cash, reduce
working capital and reduce further funding requirements.
The Zambian government’s recent decision to move away
from VAT to GST should improve Zamefa’s capacity to resume
exporting copper rod and cables and improve working capital.

RISK 1: CONCENTRATION RISK
Residual
risk

Risk movement: Unchanged
Reunert’s level of control: Low
Primary Board committee: Board
Combined assurance: All five lines

South Africa’s country risk remains our most pervasive risk. Since the December 2017 ANC elective
conference, Reunert’s local trading environment improved marginally towards the end of the year. Economic
activity remains subdued and still suffers from fiscal constraints and the lack of operational capacity of state
institutions and municipalities to execute government’s commitment on infrastructure projects.
The South African economy continues to underperform with GDP growth forecast to be less than 1% in
2018 and increasing to 2% only by 2021. Electrical Engineering has material exposure to government-related
infrastructure spending which is impacted by budget cuts.
Policy uncertainty can impact Reunert’s ability to secure state contracts at historic volumes and increases
the cost of compliance.
Exchange rates have been volatile against all trading currencies. Reunert (on an overall basis) benefits from
a weakening exchange rate. The strengthening of the Rand for the first nine months hampered 2018 revenue
and, in the case of exports, our margins. The long-term trend of the Rand weakening against all major
currencies is expected to continue with short-term volatility.
Certain business units have mature product life cycles and are especially at risk of low or no volume growth.
Therefore, meaningful organic growth is difficult.

Risk mitigation
Our ability to remain competitive depends on our pricing strategy, the quality of our customer service and innovation as well
as capitalising on opportunities to increase geographic diversification. The Reunert strategy and its six pillars (page 16)
contain appropriate actions to strengthen our position in chosen markets and to mitigate concentration risk. This includes
leveraging the opportunities to invest in scalable early life cycle technologies to either open new markets or augment
existing products, and to acquire companies with appropriate technologies that can be scaled to service growth markets.
The cables cluster in Electrical Engineering was restructured to cater for the reduced infrastructure spend. BBBEE
ownership was increased to above 51% at end September 2018.

Related strategic pillars

Our customers

Our people

Efficiency

Diversification

Innovation

Transformation
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70% of our revenue is generated in South Africa. Our
ability to generate organic growth is inevitably linked to
the country’s growth potential and stability.
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RISK 2: SLOW TOP-LINE GROWTH
Reunert’s businesses are exposed to the South African
market and are facing challenges (see risk 1). Increased
competition and commoditisation are decreasing margins
and slowing down top-line growth.

Residual
risk

Risk movement: Unchanged
Reunert’s level of control: Medium
Primary Board committee: Board
Combined assurance: All five lines

Certain business units are impacted by the following:
>> International original equipment manufacturers (OEMs) establishing a local presence
>> Imported (inferior quality) products are substantially cheaper, e.g. circuit breakers
>> New procurement regulations enforcing local beneficiation and procurement in our key markets, such

as India
>> Reduction in South Africa’s defence budget at the same time as international suppliers are targeting

large-scale military contracts in export geographies

Risk mitigation

REUNERT LIMITED

Our strategy allows us to address growth (see risk 1). Targeted acquisitions are key to growing, diversifying revenue streams
and expanding our customer base. By using technology, we are developing new products in line with customer requirements,
focusing on renewable energy, secure communications, connectivity, radars and mining safety. We are changing our ICT
segment’s business model from being product-focused to a modern ICT business (page 38). Continuous efficiency
improvement processes will remain part of who Reunert is and margin management through cost optimisation is a focus area.

Related strategic pillars

Our customers

Our people

Efficiency

Diversification

Innovation

Transformation

RISK 3: NOT ACHIEVING APPROPRIATE DIVERSITY AND TRANSFORMATION
Progressive transformation, including a diverse
workforce, is imperative to retain our social licence to
operate and to attract and retain skills. Reunert’s
significant exposure to South African government-related
business necessitates transformation in our businesses
to be aligned with the government’s inclusive growth
targets and objectives.

Risk movement: Unchanged
Reunert’s level of control: Medium

Residual
risk

Primary Board committee: Social, Ethics
and Transformation Committee
Combined assurance: All five lines

The changing BBBEE regulatory environment remains challenging and has a significant impact on our
business units. This includes the Amended ICT Sector Codes, the South African Defence Sector Codes and
the proposed amendments to the 2013 Generic BBBEE Codes (page 47).

Risk mitigation
Since 2015, various steps have kept business units’ ratings acceptable. These include spend and monitoring systems,
measurement tools, short-term incentive plans and subsidiary-level equity transactions (page 107).
We set transformation goals (including employment equity targets) for each business unit considering the respective trading
environments, and we pay particular attention to employment equity from top to middle management (page 52). The Group
Transformation Committee monitors and reviews outcomes of the transformation strategy (page 47) and the Setco approved
three-year targets to improve the group’s demographics. In September 2018, the BEE equity ownership in the cables cluster
was increased to above 51%, providing us with a strong market positioning.

Related strategic pillars

Our people

Transformation
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RISK 4: DETERIORATION OF LOCAL INFRASTRUCTURE
Deteriorating local infrastructure can cause business
interruptions at our cabling manufacturing plants and
reduce output, affecting profitability.

Risk movement: Increased

Some municipalities where we operate are struggling to
pay their debts to Eskom, and non-supply is a risk as
Eskom tries to collect payment.

Combined assurance: All five lines

Reunert’s level of control: Low

Residual
risk

Primary Board committee: Risk Committee

Risk mitigation
The manufacturing business units, together with business forums, continually engage with Eskom and their
local municipalities to prevent load shedding. We have established systems and processes to minimise the
impact should electricity interruptions occur.

Related strategic pillars

Efficiency

RISK 5: ESCALATION IN LARGE-SCALE CYBERATTACKS AND DATA FRAUD
Disruptive cyberattacks are becoming more effective at
breaching security defences and causing major
disruption. South African businesses are increasingly the
targets of these attacks.
Although Reunert has not had any large-scale attacks or
breaches, we remain cognisant of this key risk.

Risk movement: Unchanged
Reunert’s level of control: Medium
Primary Board committee: Audit Committee
Combined assurance: All five lines

Risk mitigation
Reunert has up-to-date firewalls, virtual private network solutions, anti-hacking software, anti-virus, antispyware, intrusion prevention, and data encryption throughout the group. Web content filtering addresses
safety, security and productivity concerns by providing the controls to enforce internet use policies and block
access to harmful and unproductive web content.
We continuously perform security assessments to identify vulnerabilities and make remediation plans.
We implement targeted threat protection that protects business units in real-time from spear-phishing and
advanced threats via email. Further information on technology and information governance is on page 84.

Related strategic pillars

Our customers

Innovation

Residual
risk
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Our customers
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RISK 6: NON-COMPLIANCE TO LEGISLATION AND UNETHICAL
BUSINESS CONDUCT
Reunert operates in various geographies, and the
legislative environment is constantly changing. Noncompliance with relevant laws and regulations may lead
to substantial penalties and fines, personal financial or
criminal liability for directors, damage or other civil claims
by third parties and reputational damage, among others.

Risk movement: Decreased
Reunert’s level of control: High

Residual
risk

Primary Board committee: Audit Committee
Combined assurance: All five lines

Risk mitigation
Reunert analyses all applicable legislation to understand their impact and to put in place mechanisms to
mitigate identified risks. We have a zero-tolerance policy for unethical behaviour, supported by our group
values, Code of Ethics, the Reunert reserved matters framework and DoA.
Various policies, monitoring tools and training processes address ethics and regulatory compliance.
These include standard operating procedures for subcontracting required by government procurement rules.
We have an independently managed whistle-blowing function, and business units complete monthly
defalcation reports (page 73).

REUNERT LIMITED

Related strategic pillars

Our people
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TECHNOLOGY AND INFORMATION GOVERNANCE
Reunert’s information and technology governance framework establishes
accountability, strategic alignment and appropriate risk management to optimise
the value we obtain from information technology (IT).
THE BOARD

Governs IT in a way that supports the group’s strategic objectives and business processes.

Audit Committee

Risk Committee

Oversees the governance of IT including a key focus on
the efficacy of financial controls supporting the integrity of
financial reporting.

Focuses on IT to the extent that it forms part of
the normal risk management processes.

Chief information officer
Develops and implements the group’s IT strategy, aligned with the group’s strategic objectives.

IT forum
All IT department managers in the group attend an IT forum which is held at least twice a year. It comprises feedback on
assurance processes, status updates of IT projects, knowledge sharing and insights of the IT landscape and emerging
trends. Insight gained from the forum meetings are incorporated into IT improvements implemented across the group.

Business units
Each business unit has an IT strategy, to ensure the operational effectiveness of IT.
Business unit management is responsible for adopting group IT policies.

GOVERNANCE OVERVIEW
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IT POLICY FRAMEWORK

We began evaluating group policies during the year:

In line with the information and technology governance
framework, the group’s IT policy framework outlines the
mandatory IT policies, standards and procedures with which
business units should comply. This framework has
comprehensive policies relating to IT operations management,
governance, security, disaster recovery, incident and problem
management, and access control. The IT forum evaluates the
relevance of the policies to their respective businesses and
provides recommendations to group IT for consideration.

>> We evaluated all IT policies while considering the current
risk environment around information, data, cybersecurity
and business resilience. As a result, we are updating,
enhancing and re-aligning Reunert’s information and
technology governance policy framework.

The IT policy framework is monitored to ensure alignment
with international standards that focus on information
security controls.

IT ALIGNMENT FRAMEWORK
Reunert developed an IT alignment framework to improve
our IT landscape and, consequently, our information and
technology governance. It primarily handles governance,
infrastructure, applications and information security. We
review the framework annually to ensure that it supports
our strategic objectives.

KING IV INITIATIVES: 2018 TO 2019
>> Ongoing internal IT audit project

2018 PERFORMANCE

The group recognises the increased
risk of cybersecurity and ensures
robust levels of business resilience.
Reunert commissioned an independent assessment of the
group’s information and technology policies and practices on
behalf of internal audit. The audit did not find significant
deviations from the internal control self-assessment,
however, there is room for future improvement.

>> A sample of the self-assessments performed was
assessed to evaluate the quality of the independently
asked questions, and the accuracy of completion. This will
serve as input to improve the self-assessments in 2019 to
enhance the level of internal assurance the group receives
from the business units.
>> An independent survey assessed the IT software and
systems landscape throughout the group to identify
opportunities to:
oo further enhance the IT structures; and
oo standardise IT-procurement across the group.
We focused on contextualising cybersecurity and risks such
as the need to monitor and report on the proliferation of
smart devices (bring your own device). Additionally, the
majority of business units conducted penetration testing to
monitor their control effectiveness. All business units have
to complete such testing at least annually, and most business
units typically make use of third parties to conduct it.
The Applied Electronics business units are required to comply
with relevant defence industry standards which are, in some
cases, more stringent than the group’s policies. Armscor
audited Reutech Communications, Reutech Solutions and
Reutech Radar Systems for compliance to their requirements
and noted no material deficiencies.
OneStream, the group’s new consolidation management
information system was rolled out in August 2018 to enhance
the group’s financial and non-financial data consolidation,
reporting and planning solutions.

2019 FOCUS AREAS
Going forward we will focus on the following:
>> Finalising the IT policy updates and enhancing the
self-assessment process
>> Assessing the extent to which synergies in IT procurement
across the group have been adequately leveraged
>> Enhancing cybersecurity and data privacy management
>> Enhancing internal processes and efficiencies within the
business units through the effective use of information
and technology

I N T E G R AT E D R E P O R T 2 0 1 8

Assurance around the IT control and risk environment is
facilitated via internal audit, annual self-assessments,
peer-reviews, and external audit. An in-house dashboard
assists in monitoring the group’s progress and feedback
is escalated to the Audit Committee annually.

>> An independent survey evaluated the extent to which all
business units are complying with group policies.
Consequently, group IT is leading a project to redevelop
all IT policies, standards and guidelines, which should be
complete by March 2019.
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SOCIAL, ETHICS AND TRANSFORMATION
COMMITTEE REPORT
This report highlights how the Social, Ethics and Transformation Committee (Setco)
discharged its statutory duties as prescribed in section 72 of the Companies Act,
read with Regulation 43, its additional transformation mandate from the Board, and
ensuring that Reunert is a responsible corporate citizen.
SOCIAL, ETHICS AND TRANSFORMATION COMMITTEE

Main areas of responsibility
>> Executes the statutory duties of the social and ethics committee, including

overseeing group ethics, human resources, corporate citizenship and
stakeholder relationships
>> Oversees and monitors matters relating to the transformation strategy

Members and
meeting attendance

REUNERT LIMITED

Adv NDB Orleyn (chair)
AE Dickson
TS Munday
TJ Motsohi1
SG Pretorius
T Matshoba-Ramuedzisi2

Composition3

40%

Permanent invitee
3/3
3/3
3/3
1/1
3/3
2/2

100%

>> Group human resources and

transformation executive director

Expertise
Commercial, governance, legal
and non-profit organisation
qualifications and experience

members are
independent and
non-executive

Tenure3

40%
20%
40%

longer than 9 years
> 5 to 9 years
less than 5 years

2018 focus areas

2019 focus areas

>> Exercised statutory oversight

Continue statutory oversight for
the group, including a focus on
developing a values-based culture
and embedding the sustainability
strategy

>> Considered the progress made on the group values process and

organisational ethics
>> Monitored Reunert’s HR strategy and BBBEE strategy and approved the

amendments thereto
>> Approved the revised sustainability strategy (page 56) and considered

stakeholder relationships and corporate citizenship

Organisational ethics and living the values

Review of the transformation strategy

The Reunert group values and its supporting defining
statements form a moral compass which directs us toward
strong organisational ethics.

The transformation strategy is built on three key pillars, which
emphasise the aspects described below and which form part
of the group’s governance of social, ethical, environmental
and transformational performance. Due to good traction made
on the BBBEE pillar, the committee devoted more time to the
HR and sustainability strategies.

During 2018, we focused on entrenching the five values and
customer centricity throughout the group, with business
units taking ownership in communicating the values in the
individual business units. We conducted an awareness survey
among employees in September 2018. The survey showed
an overwhelming awareness of the values, and 64% of
employees felt that the values were lived in the group
(page 5).

1
2
3

Retired on 12 February 2018.
Appointment effective 1 April 2018.
As at 30 September 2018.

The Setco reviewed the HR strategy as part of the broader
review of the transformation strategy and identified refined
metrics to drive the focus on creating a high-performance
culture in the group. These metrics will be implemented
from 2019.

8
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Transformation strategy
Strategy pillar

Focus areas during 2018

Output

BBBEE
Page 47

>> Developments in the BBBEE regulatory
environment and the impact on Reunert’s
competitiveness

>> Market-leading BBBEE levels through
properly constructed BBBEE plans

>> Customer expectations on transformation
and ownership

>> Diversity

>> Competitor positioning

>> Participation in South African economy
>> Improved employment equity representation
at all management levels

>> Setting of three-year employment equity
targets (aspirational targets 2020)
Human resources
Page 49

>> Review of the HR strategy and KPIs

Sustainability
Page 56

>> Oversight of formal process followed to
identify material sustainability matters and
measurement thereof

>> Measurement of a high-performance culture

A high-performance culture and a sustainable
organisation that achieves its strategic and
operational objectives by managing talent
appropriately
To operate responsible businesses and to
create shared value

>> Approval of a group sustainability strategy

Approval of sustainability strategy
Reunert considered material sustainability matters in developing the sustainability strategy that was approved by the committee
and ratified by the Board in May 2018. The sustainability strategy follows a dual framework focusing on responsibility as a corporate
citizen and offering shared value solutions. It consists of two material objectives with five sustainability pillars (page 56):
Operate responsible business (current priorities)

Pursue shared value solutions (medium to long-term priorities)

>> Build trust and accountability

>> Embrace inclusive growth

>> Nurture and grow people

>> Seek transformative solutions

>> Manage our environmental impact

Stakeholder relationships
The committee reviewed our governance processes and stakeholder management, including our approach to stakeholder
inclusivity, to ensure alignment with King IV. Reunert follows a stakeholder-inclusive approach that balances the needs, interests
and expectations of material stakeholders in the best interests of the group over time (page 59).

UN Global Compact
Although Reunert is not a signatory to the United Nations Global Compact, we comply to its 10 principles, and it informs our
policies, procedures and processes.

Conclusion
The committee is satisfied that it had complied with its statutory duties in terms of Regulation 43 and its terms of reference.

Adv Thandi Orleyn
Chair: Social, Ethics and Transformation Committee
19 November 2018
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>> Review of key stakeholder relationships
governance and the effectiveness of
stakeholder management processes
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REMUNERATION REPORT
Reunert’s remuneration policy is designed to align the reward of executive
directors and top management with the growth of shareholder value.
REMUNERATION POLICY: BACKGROUND STATEMENT
The policy principles guide the group’s remuneration practices. The remuneration policy is set to:
>> attract, retain, motivate and reward high performers;
>> promote positive outcomes and the achievement of operational and strategic objectives;
>> be flexible enough to adjust to changing economic conditions and to the group’s needs;
>> foster individual excellence and teamwork; and
>> promote an ethical culture and responsible corporate citizenship.
The policy is reviewed annually by the committee to ensure it is relevant, in accordance with best practice and addresses the
requirements of the business.
During 2018, the Remuneration Committee engaged extensively with shareholders and considered the group’s performance,
including the creation of value for its shareholders. The policy was updated to reflect further alignment with group strategy and
shareholder expectations.

Remuneration Committee

7

8
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The Remuneration Committee’s mandate is to ensure that the remuneration policy and practices in the group deliver shareholder
value, are fair and reasonable, compliant with regulatory and governance requirements, and are aligned to good business practice.
The mandate of the Remuneration Committee includes the matters contemplated in the updated JSE Listings Requirements, the
provisions of principle 14 of King IV, and such related practices that the Board, on recommendation by the committee, deems
appropriate to adopt. The roles and responsibilities of the committee are set out in the terms of reference, which are reviewed by
the committee and approved by the Board annually and is available at www.reunert.co.za/corporate-governance.php
The structure of the committee and its members is set out below.

REMUNERATION COMMITTEE
Composition

Main areas of responsibility
>> Oversee the remuneration policy, the implementation thereof and

Independent non-executive chair
members are
independent

reporting thereon

80%
100%

>> Oversee executive and top management salaries and the group’s short and

long-term incentives

Members and meeting attendance
S Martin (chair)
JP Hulley1
SD Jagoe
TS Munday
Adv NDB Orleyn

3/3
1/1
3/3
3/3
3/3

100%

Permanent invitees

Tenure

>> Group CEO
>> Group human resources and

transformation executive director

60%
40%

longer than 9 years
less than 5 years

Expertise
Commercial, governance, risk management, legal, HR, remuneration, business,
finance and management qualifications and experience

2018 focus areas

2019 focus areas

>> Engaging with shareholders on the 2017 AGM vote on the
remuneration policy and implementation report

>> Ongoing review of remuneration for all employees

>> Engaging with shareholders to receive input on the future
structuring of the remuneration policy
>> Re-assessing the peer group
>> Evaluating whether to apply the deferred bonus plan (DBP)
for the 2018 financial year short-term incentive awards
>> Continued focus on the disclosure of
remuneration practices
1

members are
non-executive

Appointment effective 1 July 2018.

>> Setting financial metrics and strategic KPIs for
the short-term incentive (STI)
>> Design a new long-term incentive (LTI) scheme for
proposal to shareholders at the 2020 AGM
>> Application of the DBP
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This report comprises three sections:
Section one: A report of material matters and key focus areas covered by the committee during the year.
Section two: Overview of the remuneration policy and structures.
Section three: 2018 remuneration policy implementation report.

SECTION ONE: MATERIAL MATTERS AND KEY FOCUS AREAS
The committee’s focus areas are listed on page 88.

Voting on remuneration

The remuneration policy and implementation report were presented for shareholder voting at the annual general meeting (AGM)
held on 12 February 2018. The remuneration policy received an in-favour vote of 58% and the implementation report received an
in-favour vote of 66% from shareholders.
As disclosed in the 2017 remuneration policy, in the event that the remuneration policy or the implementation report receives
a vote against of more than 25%, we would implement shareholder engagement to obtain information about the reasons for
the votes against. Reunert embarked on a comprehensive shareholder engagement process which included the following:
1. By way of an official SENS announcement, shareholders were invited to participate in a telephonic conference on 1 March 2018
to discuss feedback on the reasons for the votes against. Disappointingly, no dissenting shareholders accepted the invitation.
2. Written communication was sent to Reunert’s largest institutional shareholders on 19 April 2018, representing 43,2% of total
shareholding at the time of the AGM, inviting feedback on their 2018 voting. Responses advising of reasons for the votes
against were received from three representatives, holding 18,1% of shares.

Topic

Shareholder comments

Remuneration Committee response

Pay mix

>> Pay mix should be reviewed. Variable
pay to carry a higher weighting than
guaranteed pay

The pay mix for the executive directors is designed to have a bias
towards variable pay if performance targets are met.

LTI: Conditional share >> Peer group should be changed to
plan (CSP)
be more challenging
performance scheme

The pay mix for top management is designed to obtain balance
between guaranteed pay and variable pay.
The committee considered these comments and agreed that the
peer group for the total shareholder return (TSR) performance
condition is no longer relevant due to the relative size of Reunert
and removal of peers from the index.
In response to shareholders’ comments four additional listed
companies have been added to the peer group list for the year
ahead (refer page 96).

DBP

>> Performance measures to include
additional financial measures as the
current measures are too narrow

Subject to the approval of the new scheme presented for
shareholder approval at the 2020 AGM, the current CSP scheme
will be terminated early, with the last allocation in terms of the
current CSP being in November 2018.

>> Lack of performance conditions for
the DBP
>> Deferred bonus shares are matched
by the company after being held for
three years, but further retention
emphasis would be better achieved
by a five-year rule rather than three
years for matching the shares

Participation in the DBP is subject to senior executives qualifying
for a STI award and electing to invest their own funds in
Reunert shares.
There are stringent performance conditions that need to be met
prior to the achievement of a STI and the participation in the DBP
is based on the achievement of predetermined and defined
performance criteria.
The DBP was implemented to embrace previous shareholder
input for senior executives to invest their own capital in Reunert
and to increase executive and shareholder alignment by
encouraging executives to invest in Reunert’s shares.
The DBP rules allow for the matching period to be extended to
four years.
The committee is satisfied that the performance conditions and
employees own funds ensure alignment to shareholders interests.

Financial targets and
strategic KPIs

>> The detail relating to the financial
targets and strategic KPIs is
insufficient as it lacks disclosure of
the actual performance indicators and
distribution of weightings

The disclosure on financial targets and strategic KPIs has been
enhanced in this year’s report. Refer to pages 98 and 99.
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3. The following comments were raised and considered.
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In accordance with its terms of reference, the committee made the following key decisions:

>> The remuneration policy

REVIEWED

>> The structure of the variable pays schemes (STI and the LTI schemes) and made
changes where appropriate. No changes were made to the STI scheme. Changes
to the LTI scheme can be found on page 96
>> The participation in the DBP linked to the STI payouts for the 2018 financial year
>> Annual increases in line with inflation, for executive directors, top management and
salaried employees within the group
>> Promotional adjustments and relocation allowances for top management
>> 2018 STI payouts for executive directors and top management

APPROVED

>> 2018 CSP allocations for executive directors, top management and selected key employees.
>> Changes to the LTI to embrace input given by shareholders
>> The early termination of the current LTI CSP scheme, subject to shareholder approval
of the new scheme
>> The development of a new scheme to be approved by shareholders at the 2020 AGM

REUNERT LIMITED

SET,
REVIEWED AND
RECOMMENDED
TO THE BOARD

>> Performance conditions for the STI and the LTI schemes for the 2019 financial year
>> The fees for non-executive directors for 2019

Amendments/changes to application of remuneration policy for 2019
The Remuneration Committee reviewed the 2018 remuneration policy against shareholder feedback, internal requirements,
and market practice. Discussions were held with Reunert’s largest institutional shareholders on the proposed changes to the
2019 remuneration policy. As part of the continuous process to ensure that the remuneration policy reflects best practice and
drives performance, the following changes will be implemented for the 2019 financial year.
Remuneration element

Amendment/change

Reason for change

DBP

The DBP will not be offered as part of the
2018 executive STI scheme.

It was always the intention to use the DBP
only when the CSP had a reduced or no
retention element. The retention element
through the performance of the CSP has
improved and therefore the DBP will not be
used at present (Refer to page 95).

LTI: CSP performance scheme The peer group for the relative TSR
performance condition will be increased.
The current peer group being the
constituents of the JSE Electrical and
Electronics Index will remain, with an
additional four companies being added
(shown in bold).
The new peer group will consist of Reunert
Limited, Consolidated Infrastructure Group
Limited, ARB Holdings Limited, Ellies
Holdings Limited, South Ocean Holdings
Limited, Cafca Limited, Barloworld Limited,
Bidvest Group (Bidvest), African Oxygen
Limited (Afrox) and Allied Electronics
Corporation Limited (Altron).

Over the past few years, the exit of
four companies from the Electrical
and Electronics Index resulted in a material
change in the composition of the peer group.
In addition, Reunert’s disproportionately large
market capitilisation in this index no longer
makes the peer group an appropriate
benchmark.
The introduction of the increased peer group
improves the TSR measurement by
introducing four large listed entities facing
broadly similar trading factors as Reunert
(Refer to page 96).

The committee is confident that the remuneration policy is aligned to Reunert’s strategic objectives, is market related, reflects
best practice and should generate long-term value for shareholders. The remuneration policy is subjected to a robust review
each year. Where the remuneration policy needs to be reconsidered in order to adapt to changing business realities and
exigencies and to maximise shareholder value, or where shareholders have raised legitimate concerns regarding an element
of the remuneration policy, the committee will consider amending relevant aspects of the remuneration policy.

GOVERNANCE OVERVIEW

91

SECTION TWO: OVERVIEW OF THE REMUNERATION POLICY AND STRUCTURES
Overview of remuneration policy
The policy is structured to be market competitive, and comprises guaranteed pay and a mix of variable pay (STI and LTI). The STI
drives the achievement of both the financial and strategic objectives of the business units, with the LTI driving the achievement
of group performance. The policy further links remuneration incentives to achieving transformation objectives, whereby a
modifier is applied if transformation objectives are not met. The detail of the remuneration policy structures is covered in
the table on pages 92 and 93.

Targeted pay-mix for executive directors
This targeted pay mix is intended to create a significant degree of alignment with shareholder interests, with the aim of driving
sustainable value creation over a longer term.

Below target

On target

Stretch target

GP1

STI

LTI

GP

STI

LTI

GP

STI

LTI

Group CEO

100%

0%

0%

35%

30%

35%

20%

35%

45%

Group CFO

100%

0%

0%

40%

30%

30%

25%

35%

40%

Other
executive
directors

100%

0%

0%

40%

30%

30%

30%

35%

35%

On-target level assumes 50%
vesting of annual LTI allocations
and on target STI performance.

The stretch target level assumes
100% vesting of annual LTI
allocations and stretch STI
achievement.

Service contracts
Remuneration policies affecting executive directors
All executive directors are compensated according to the group’s remuneration policy. Employment contracts of executive
directors are in accordance with the group’s standard terms and conditions of employment and include a notice period of
six months.
Executive directors do not receive extended employment contracts or special termination benefits. In the event that an
executive director’s employment is terminated as a result of operational requirements, payment will be in accordance with
the retrenchment practices within the group, and in accordance with South African labour legislation. There were no severance
payments made to executive directors in the 2018 financial year. Executive directors do not receive additional remuneration
for their attendance at Board or committee meetings.

1

Guaranteed package.
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The below-target level assumes that
STI and LTI performance conditions
are not achieved.
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Remuneration structures
Remuneration structures are designed to achieve a fair and sustainable balance between GP and variable pay to assist with the
achievement of Reunert’s strategic and operational objectives.
Remuneration comprises four core elements as presented in the table below.

STI

Attraction and retention

To drive sustainable financial
performance

Participation

All employees

Executive directors, top management
and selected senior management

Performance period

One year

One year

Implementation

1 July – bargaining unit employees
1 October – non-bargaining unit
employees

Annually in October, at the discretion
of the Remuneration Committee

Key elements

GP consists of base salary and
company contributions toward
retirement funding and health benefits.
It is a fixed cost for the company and
is targeted to be up to the median of
relevant market data.

>> The maximum bonuses for the group
CEO, executive directors, business
unit managing directors, and business
unit executives are respectively
140%, 130%, 120% and 100% of GP

REUNERT LIMITED

GP
Purpose

The following factors are considered
during salary reviews:
>> Market benchmarks
>> Prevailing Economic conditions
>> Average consumer price index (CPI)
>> Group business unit financial
performance
>> Employee performance

>> Senior managers and below are paid
incentives at lower percentages
of GP
>> Incentives are self-funded (profit
target only achieved after providing
for the bonus).
>> Financial targets constitute 70%
and strategic KPIs 30% of STIs
>> Incentives are not guaranteed. The
full incentive payment depends on
performance against predetermined
financial targets and strategic
objectives and measures
>> Employment equity targets and
external employment equity
appointments are modifiers. Failure
to achieve the required targets of the
employment equity modifiers results
in a downward modification of the
incentive payout

Method of delivery

Cash

Cash

Performance measures

N/A

>> Financial KPI for executive directors
is an earnings-per-share measure
>> For other top management (segment
heads and business unit executives)
it is operating profit targets
>> Strategic KPIs are linked to the group
and business unit strategic
objectives. Each KPI has a direct
performance measure

Clawbacks

N/A

Yes
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DBP

LTI retention scheme

Not used in 2018

To drive long-term performance and
to create alignment with management
and shareholder objectives.

Retention of critical skills for business
continuity.

To retain employees and ensure that
long-term behaviour and performance
are aligned to shareholder value.

Executive directors, top management
and selected employees that are able
to directly impact financial performance
through the development and
implementation of operational strategy.

Technical specialists, high-potential
employment equity candidates and
identified successors.

Executive directors and top
management who qualify for STIs
in the respective year.

Four years

50% (four years) and 50% (five years)

Three or four years

Annually in November, at the discretion
of the Remuneration Committee

Annually in November, at the discretion
of the Remuneration Committee

Annually in November, at the discretion
of the Remuneration Committee

>> Allocations are based on defined
criteria (seniority of position, size of
business unit and contribution to
group performance)

>> Remaining in the employment of the
group is the only criteria

>> Participants receive their elected
portion in the form of restricted
Reunert shares

>> Allocations may not exceed 20%
of annual GP

>> Allocations may not exceed two
times annual GP
>> Details of the CSP are included
on page 94

>> At the end of the stipulated vesting
period, participants will be entitled
to receive a cash award. Dividends
are paid on the restricted shares
during this period
>> The committee annually determines:
oo who can participate;
oo the percentage of the STI that can
be received in deferred restricted
shares;
oo the period for which the restricted
shares must be retained by
participants; and
oo the quantum of the deferred bonus
for which participants will qualify
at the end of this period. This
percentage may not exceed 100%

Reunert shares

Reunert shares

Cash

>> Normalised headline earnings
per share

>> Remaining in the employment of
the group

>> Participation in the DBP is determined
by the achievement of set
performance criteria

Yes

Yes

>> Relative TSR
>> Each condition carries a
50% weighting
>> Further information on allocations to
date and performance conditions is
presented on page 94
Yes
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CSP
The CSP was constituted for eight years from date of inception (2013), and will terminate early at the end of the 2019 financial
year, provided that the new scheme is approved by shareholders at the 2020 AGM. The scheme was presented to shareholders
at the 2013 annual general meeting and obtained a vote in favour of 94,3%. The total number of units available for the CSP is
10 000 000. The Board adopted a resolution in 2016, whereby irrespective of any other prior shareholder approval, the total
number of units that may vest in the life of the scheme may never exceed 5% of total share capital.
The table below provides information on the number of CSP units that have been allocated and that have vested since the
inception of the scheme.

Year of allocation

Number of
Number of
performance
units retention units
allocated
allocated

Total
units
allocated

2012
2013
2014
2015
2016
2017
2018

816 694
918 688
921 916
1 023 206
1 059 421
1 080 575
1 036 644

67 896
60 685
114 039
82 021
112 901
125 350
110 772

884 590
979 373
1 035 955
1 105 227
1 172 322
1 205 925
1 147 416

Total

6 857 144

673 664

7 530 808

Number of
units that
may still vest

Cumulative
% of total
share capital

0

0
0
0
1 105 227
1 172 322
1 205 925
1 147 416

0,49
1,02
1,59
2,18
2,81
3,46
4,08

1 012 850

4 630 890

4,08

Number of
units that
have vested
56 515*
22 365*
933 970

REUNERT LIMITED

* Retention units vested only in 2012 and 2013.

Maximum participants and allocations for CSP
Maximum number of participants

Performance vesting
Retention vesting

Number of units to be issued

Maximum annual allocations
Scheme maximum allocations (over eight years)

80
100
1 250 000 units
10 000 000 units

SECTION THREE: 2018 REMUNERATION POLICY IMPLEMENTATION REPORT
This section of the report specifically deals with the remuneration for the group CEO, group CFO, other executive directors and
non-executive directors. Where appropriate, details are included for top management and other employees.

Compliance with the remuneration policy
The Remuneration Committee monitored the implementation of the remuneration policy throughout the year. We are of the
view that the 2018 remuneration policy, as set out in the 2017 integrated report, was compiled with and met its objectives.

Remuneration advisors
In 2018, PwC, who is independent, was commissioned to provide salary benchmarking information. The services of
independent advisors, Exchange Capital, were commissioned to provide advice on the CSP scheme.

Fair and responsible remuneration
An internal remuneration analysis was conducted within the group and found that employees are remunerated fairly and in
accordance with job functions.

2018 annual increases
The group’s total payroll cost is R2 160 million (2017: R2 112 million), which represents 21% of total revenue (2017: 22%).
The average increase for salaried employees effective 1 October 2017 was 5,4%. All executive directors received an annual
increase of 5,4%, effective the same date. Bargaining unit wage increases effective on 1 July 2018 was on average 6,75%
(1 July 2017: 7,0%) aligned with the three-year agreement (refer page 55).

2018 incentive rewards
2018 short-term incentive awards
Executive directors, segment heads and business units qualified for incentive payments by meeting financial targets and/or
strategic KPIs.
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A detailed assessment of the financial targets and strategic KPIs that determine the qualification for an STI resulted in the
Remuneration Committee approving the STI awards in the table below. The committee is satisfied that the STI awards reflect
the performance of the group for the 2018 financial year.
2018
R million

2017
R million

Electrical Engineering
ICT1
Applied Electronics
Executive directors at head office

2,22
16,02
11,43
4,40

22,2
19,1
8,5
13,9

Total STIs earned

34,07

63,7

STIs earned

The 2018 STIs will be settled in cash only.
2018 STI awards for group executive directors
15% of GP was awarded for the achievement of financial targets. The awards for strategic KPIs are detailed in the table below.
Strategic KPIs

People

Transformation

Implementation of the group
values to embed a valuesbased culture

Driving group transformation
with specific focus on
increasing employment equity
representation at
management levels

Group CEO
Weighting*
Achieved

12,5%
0%

7,5%
7,5%

10%
10%

Group CFO
Weighting
Achieved

17,5%
0%

5%
5%

7,5%
7,5%

12,5%
12,5%

10%
10%

Group human resources and transformation executive director
Weighting
7,5%
Achieved
0%
* KPI % achieved is converted to a 40% weighting for the group CEO.

Executive director: segment head ICT
50,23% of GP was awarded for the achievement of financial targets. The award for strategic KPIs is detailed in the table below.
Strategic KPIs

Diversification
Segment growth
and acquisitions
Weighting*
Achieved

15%
0%

Diversification of
revenue
10%
0%

Transformation

Efficiency

Talent management

Implementation
of a sustainable
efficiency programme

5%
5%

10%
10%

* KPI % achieved is converted to a 30% weighting.

2018 DBP
Participation in the DBP is reviewed annually by the Remuneration Committee. The review entails an analysis of remuneration
(GP, STI and LTI) over a cycle and the outcome of the analysis conducted has resulted in the DBP not being offered in 2018
because of the retention element embedded in the CSP.

1

This includes executive director: segment head ICT.
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Diversification
Execution of strategy
through acquisitions
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2018 LTI awards in terms of the CSP
The Remuneration Committee allocated the following awards.

CSP
Participants
Number of units to be allocated

2018
performance
allocation

2018
retention
allocation

68
1 036 644

82
110 772

CSP allocations for executive directors are included in the remuneration disclosures in the annual financial statement available
at www.reunert.co.za/downloads/reports/2018/Reunert_AFS_2018.pdf
CSP performance conditions for the 2018 CSP scheme are set out in the tables below. Measurement of the performance
conditions commence from the 2019 financial year.
Performance condition 1: Compound growth in NHEPS
NHEPS less or equal to consumer
price index
NHEPS = (CPI + GDP + 3%)

Peer group
>> African Oxygen Limited (Afrox)

0% vesting
100% vesting
on linear basis

>> Allied Electronics Corporation Limited (Altron)
>> ARB Holdings Limited
>> Barloworld Limited

REUNERT LIMITED

>> Bidvest Group (Bidvest)
>> Cafca Limited

Performance condition 2: Relative total shareholder
return
(Will be determined by Reunert’s position in the selected
peer group)

>> Consolidated Infrastructure Group Limited
>> Ellies Holdings Limited
>> Reunert Limited

% vesting

Position
1
2
3
4
5
6
7
8
9
10

>> South Ocean Holdings Limited

100
80
60
45
30
22,5
15
10
5
2,5

Remuneration and interests
The remuneration of executive directors for the past two financial years is reflected in the tables below. These are payable to
the directors of the company by the company and its subsidiaries for services as directors.
Executive directors

R’000
2018
AE Dickson
M Moodley
MAR Taylor
NA Thomson

Bonus
and
performance
related
Salary payments

Travel
allowances

Retirement
contributions

Medical
contributions

Sub
total

Deferred
shares1

Total

Fair value
of CSP
at grant
date2

5 185
2 412
3 620
4 139

2 159
1 012
2 380
1 229

132
–
–
–

251
233
193
218

64
53
58
112

7 791
3 710
6 251
5 698

–
–
–
–

7 791
3 710
6 251
5 698

3 897
1 321
1 853
2 386

15 356

6 780

132

895

287

23 450

–

23 450

9 457
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R’000

Bonus and
performance
related
Salary payments

2017
AE Dickson
M Moodley
MAR Taylor
NA Thomson

4 909
2 290
3 432
3 944

4 630
1 565
2 227
2 309

132
–
–
–

253
221
176
193

48
49
65
103

9 972
4 125
5 900
6 549

1 544
1 565
2 227
2 309

11 516
5 690
8 127
8 858

3 651
1 072
1 538
1 937

14 575

10 731

132

843

265

26 546

7 645

34 191

8 198

1

2

Travel
allowances

Retirement
contributions

Medical
contributions

Sub
total

Deferred
shares1

Total

Fair value
of CSP
at grant
date2

This represents the short term incentive that was invested into the deferred bonus plan (DBP). At their election, those directors who were
entitled to a short term incentive in 2017 could elect to receive their incentive in either cash or a combination of cash and deferred shares (up to
50% of their incentive (2016: 100%)). Where the directors elected to take deferred shares, then the shares were acquired by the company from
the market for the participating directors. These shares are restricted in nature and cannot be sold, pledged or alienated in any way for a period
of three years from date of their acquisition.
The value of the shares that vest after the three year period will be matched in cash.
Conditional Share Plan (CSP). This has been determined using the fair value per unit and the expected vesting probability (23,34%) of the
non-market conditions and the fair value of the market conditions (TSR) at grant date.
For further details relating to the valuation methodologies and assumptions used, refer to note 19 of the Annual Financial Statements.

Remuneration policies affecting non-executive directors

CONTRACTS

The term of office for non-executive directors is governed by the company’s Memorandum
of Incorporation, which requires that directors must resign every three years, but may
make themselves available for re-election by shareholders.

Non-executive directors receive a standard fee for their services on the Board and
Board committees.

FEES

The Remuneration Committee reviews the fees on an annual basis using external
benchmarking to review and propose fees.
Fees are submitted to shareholders for approval annually at the Reunert's annual general
meeting, and changes are effective from 1 March each year.
If the proposed fees do not receive the approval of the shareholders, the last approved
fees will apply.

BENEFITS

Non-executive directors are not eligible for any company incentives, such as participation
in long-term share-based incentive schemes.
Reunert covers travel costs and expenses incurred in the normal course of business, for
example, attending Board and Board committee meetings.
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Non-executive directors do not have service contracts with the company.
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Payments to non-executive directors
Amounts paid to non-executive directors as fees for the year are reflected below. Travel and accommodation expenses of
R192 850 were reimbursed to non-executive directors are not included in the fees shown below.
Total paid for the year (all directors’ and committee fees)
2018

2017

TS Munday
T Abdool-Samad
SD Jagoe
JP Hulley1
T Matshoba-Ramuedzisi2
P Mahanyele3
S Martin
TJ Motsohi4
NDB Orleyn
SG Pretorius
R van Rooyen

1 519
715
440
98
221
26
658
137
634
692
735

1 423
583
356
–
–
448
608
403
585
595
652

Total

5 875

5 653

R‘000

Refer to the notice of annual general meeting for the proposed 2019 fees.

Key objectives for 2019

REUNERT LIMITED

STI objectives: financial targets
The NHEPS targets shown in the table below are the financial targets for the group CEO, group CFO and the group human
resources and transformation executive director. The percentages shown are calculated in relation to the 2019 budget numbers,
which is in accordance with the Reunert strategy. The maximum payout for the achievement of financial targets is 100% of GP
which can only be earned at level 4 (stretch target). The on-target payout for the group CEO and executive directors is 50% and
40% respectively.
NHEPS targets
LEVEL 1

LEVEL 2

LEVEL 3

LEVEL 4

Budget

Budget +5%

Budget +9%

Budget +12%

Strategic KPIs
The strategic KPIs are shown in the table below. The maximum payout for the achievement of strategic KPIs is 40% of GP for
the group CEO and 30% of GP for the group CFO and the group human resources and transformation executive director.
Group CEO (Total weighting: 40%)

Transformation

People

Diversification

Objectives

Drive people transformation
within the group

Promote an ethical culture
within the group through
values-based leadership

Drive the execution of the
group strategy through the
diversification of revenues

Weighting

12,5%

12,5%

15,0%

Transformation

People

Efficiency

Drive people transformation
within the group

Promote an ethical culture
within the group through
values-based leadership

Maximise the free cash flow
generation of the group

7,5%

7,5%

15,0%

Group CFO (Total weighting: 30%)

Objectives

Weighting

1
2
3
4

Appointed effective 1 July 2018.
Appointed effective 1 April 2018.
Resigned effective 1 November 2018.
Retired effective 12 February 2018.

GOVERNANCE OVERVIEW

99

Group human resources and transformation executive director (Total weighting: 30%)

Objectives

Transformation

People

Transformation and people

Drive people transformation
within the group

Promote an ethical culture
within the group through
values-based leadership

Enhance a high performance
culture and a sustainable
organisation

10,0%

10,0%

10,0%

Diversification

Efficiency

Diversification

Achieve segment broadband
connectivity strategy

Implementation of key systems
to accelerate the ICT strategy

Increase segment growth
through diversification

10%

5%

15%

Weighting

Executive director: Head of ICT segment

Weighting

The full Reunert remuneration policy is contained in this report and it can also be accessed at www.reunert.co.za/resultsreports-and-presentations.php

As required by the Companies Act and King IV, the following resolutions will be tabled for shareholder voting at the annual
general meeting, details of which can be found in the meeting notice:
1. Advisory vote on the remuneration policy, section starting on page 91
2. Advisory vote on the implementation report, section starting on page 94
3. Binding vote on non-executive director’s fees
In the event that the remuneration policy or the implementation report receives a vote against of more than 25%, we will
implement shareholder engagement to address concerns raised. This engagement may be done in person or in writing and will
be implemented at a time after the release of the voting results.

APPRECIATION
Thank you to our shareholders for your support and engagement in 2018, we look forward to further interaction on the Reunert
remuneration policy.
I thank my fellow Remuneration Committee members for their continued support, healthy debate and for always being available.

Sarita Martin
Chairman: Remuneration Committee
19 November 2018
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CURRENCY CONVERSION TABLE
To assist users, the table below gives the value in Rand of a unit of the selected foreign currencies at 30 September:
Currency
US Dollar
Pound Sterling
Euro
Australian Dollar
Japanese Yen
Swedish Krone
Swiss Franc
Zambian Kwacha

2018

2017

14,1795
18,4475
16,4340
10,2407
8,0113
1,5915
14,5138
1,1585

13,4940
18,0988
15,9547
10,5820
8,3419
1,6529
13,9470
1,3947
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SUMMARISED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

INDEPENDENT AUDITOR’S REPORT ON SUMMARISED FINANCIAL STATEMENTS
TO THE SHAREHOLDERS OF REUNERT LIMITED

Opinion
The summarised consolidated financial statements of Reunert Limited, which comprise the summarised consolidated
statement of financial position as at 30 September 2018, the summarised consolidated statements of comprehensive income,
changes in equity and cash flows for the year then ended, and related notes, are derived from the audited consolidated financial
statements of Reunert Limited for the year ended 30 September 2018. In our opinion, the accompanying summarised
consolidated financial statements are consistent, in all material respects, with the audited consolidated financial statements of
Reunert Limited, in accordance with the requirements of the JSE Limited Listings Requirements for preliminary reports, set out
in note 1 to the summarised consolidated financial statements, and the requirements of the Companies Act of South Africa as
applicable to summary financial statements.

Summarised Consolidated Financial Statements
The summarised consolidated financial statements do not contain all the disclosures required by the International Financial
Reporting Standards and the requirements of the Companies Act of South Africa as applicable to annual financial statements.
Reading the summarised consolidated financial statements and the auditor’s report thereon, therefore, is not a substitute for
reading the audited consolidated financial statements of Reunert Limited 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
19 November 2018. That report also includes the communication of other key audit matters as reported in the auditor’s report
of the audited financial statements.

REUNERT LIMITED

Directors’ Responsibility for the Summarised Consolidated Financial Statements
The directors are responsible for the preparation of the summarised consolidated financial statements in accordance with the
requirements of the Companies Act of South Africa as applicable to summary financial statements, and for such internal control
as the directors determine is necessary to enable the preparation of the summarised consolidated financial statements that are
free from material misstatement, whether due to fraud or error. The Listings Requirements require preliminary reports to be
prepared in accordance with the framework concepts and the measurement and recognition requirements of International
Financial Reporting Standards (IFRS), the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee,
and to also, as a minimum, contain the information required by IAS 34, Interim Financial Reporting.

Auditor’s Responsibility
Our responsibility is to express an opinion on whether the summarised consolidated financial statements are consistent,
in all material respects, with the consolidated audited 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.

Deloitte & Touche
Registered Auditors
Per: James Welch
Partner
19 November 2018
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SUMMARISED CONSOLIDATED STATEMENT OF PROFIT OR LOSS
FOR THE YEAR ENDED 30 SEPTEMBER 2018
Audited
2017

%
change

10 492

9 773

7

1 699
(157)

1 635
(138)

4
14

3

1 542
11

1 497
65

3
(83)

1 553
(42)

1 562
(20)

(1)

4

Profit before taxation
Taxation

1 511
(358)

1 542
(437)

(2)
(18)

Profit after taxation
Share of joint ventures’ and associate’s profit

1 153
(1)

1 105
37

4

Profit for the year

1 152

1 142

1

Profit attributable to:
Non-controlling interests
Equity holders of Reunert

(6)
1 158

30
1 112

4

Notes

Revenue
EBITDA*
Depreciation and amortisation
Operating profit (before net interest income and dividends, and
empowerment transactions)
Net interest income and dividends
Profit (before empowerment transactions)
Empowerment transactions

2

Cents
Basic earnings per share
Diluted earnings per share

5,6

717
705

680
670

5
5

Notes

Audited
2018

Audited
2017

%
change

5,6
5,6
5,6
5,6

703
691
687
675

679
670
697
687

4
3
(1)
(2)

493

474

4

5,6

Other measures of earnings per share
Cents
Headline earnings per share
Diluted headline earnings per share
Normalised headline earnings per share
Diluted normalised headline earnings per share
Total cash dividend per share for the year

* Earnings before net interest income and dividends; taxation; depreciation and amortisation; and empowerment transactions.
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SUMMARISED CONSOLIDATED STATEMENT OF COMPREHENSIVE INCOME
FOR THE YEAR ENDED 30 SEPTEMBER 2018

R million
Profit for the year
Other comprehensive income, net of taxation:
Items that may be reclassified subsequently to profit or loss
(Losses)/gains arising from translating the financial results
of foreign subsidiaries
Translation loss on net investment in subsidiary*
Total comprehensive income
Total comprehensive income attributable to:
Non-controlling interests
>> Share of profit for the year
>> Share of other comprehensive income

Audited
2017

1 152

1 142

(65)

8

(23)
(42)

8
–

1 087

1 150

(9)

34

(6)
(3)

30
4

Equity holders of Reunert

1 096

1 116

>> Share of profit for the year

1 158
(62)

1 112
4

>> Share of other comprehensive income
REUNERT LIMITED

Audited
2018

* Translation loss arising on the loan component of the group’s net investment in a foreign subsidiary.
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SUMMARISED CONSOLIDATED STATEMENT OF FINANCIAL POSITION
AT 30 SEPTEMBER 2018

Audited
2017

1 297
1 053
56
158
1 990
151

1 095
921
55
159
1 682
105

4 705

4 017

1 461
821
2 694
7
–
765

1 439
747
2 222
12
130
1 522

5 748

6 072

10 453

10 089

Equity attributable to equity holders of Reunert
Non-controlling interests

7 438
88

7 138
105

Total equity

7 526

7 243

156
82
120
23

112
73
121
–

381

306

2 270
65
193
18

2 304
28
197
11

Non-current assets
Property, plant and equipment, investment properties
and intangible assets
Goodwill
Investments and loans
Investment in joint ventures and associate
Rental and finance lease receivables
Deferred taxation

Notes

7

Current assets
Inventory
Rental and finance lease receivables
Accounts receivable and taxation
Derivative assets
Money market instruments
Cash and cash equivalents

Total assets

Non-current liabilities
Deferred taxation
Long-term borrowings
Put option liability
Share-based payment liability

Current liabilities
Accounts payable, provisions and taxation
Derivative liabilities
Bank overdrafts and short-term loans
Current portion of long-term borrowings

Total equity and liabilities

8
9

8

2 546

2 540

10 453

10 089
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Audited
2018

R million
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SUMMARISED CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

REUNERT LIMITED

R million

Notes

Audited
2018

Audited
2017

EBITDA
Increase in net working capital
Other net non-cash movements

1 699
(498)
(79)

1 635
(225)
60

Cash generated from operations
Net cash interest income and dividends
Taxation paid
Dividends paid (including to non-controlling interests)

1 122
20
(445)
(781)

1 470
70
(375)
(745)

Net (outflow)/inflow from operating activities
Net outflow from investing activities

(84)
(597)

420
(21)

Capital expenditure
Net inflow arising from disposal of businesses
Gross cash flows on acquisition of businesses
Increase in total rental and finance lease receivables
Net other investments and loans (granted)/repaid
Dividends received from joint venture
Investments net of other capital proceeds1

(162)
–
(228)
(375)
(3)
–
171

(143)
15
(241)
(231)
(2)
30
551

(85)

(386)

15
(115)
20
(2)
(2)
(1)

16
(203)
(199)
–
–
–

(766)
1 325

13
1 312

559

1 325

765
11
(126)
(24)
(67)

1 522
–
(138)
–
(59)

559

1 325

10

Net outflow from financing activities
Shares issued
Investment in treasury shares
Net long-term borrowings raised/(repaid)
Shares acquired in terms of retention scheme
Net transactions with non-controlling interests
Exercise of Ryonic put option
(Decrease)/increase in net cash resources
Net cash resources at the beginning of the year
Net cash resources at the end of the year
Cash and cash equivalents
Foreign exchange translation adjustments on cash and cash equivalents2
Bank overdrafts
Foreign exchange translation adjustments on bank overdrafts2
Short-term borrowings
Net cash resources at the end of the year
1
2

This includes R130 million withdrawal from investments in long-dated money market instruments (2017: R540 million).
In the prior year, these effects were insignificant.
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SUMMARISED CONSOLIDATED STATEMENT IN CHANGES IN EQUITY
FOR THE YEAR ENDED 30 SEPTEMBER 2018

Audited
2017

374

359

359
15

343
16

256

176

176
79
1

136
40
–

(108)

(116)

(116)
–
(3)
11

–
(116)
–
–

(276)
(342)

(276)
(227)

Balance at the beginning of the year
Shares bought back during the year
Shares used for incentive scheme

(227)
(115)
–

(28)
(203)
4

Foreign currency translation reserves

(23)

(3)

Balance at the beginning of the year
Other comprehensive income

(3)
(20)

(7)
4

(42)

–

–
(42)

–
–

Share capital
Balance at the beginning of the year
Issue of shares
Share-based payment reserves
Balance at the beginning of the year
Equity-settled share-based payments
Transfer to retained earnings
Equity transactions/put option with non-controlling shareholders
Balance at the beginning of the year
Put option
Acquisition of businesses1
Transfer to retained earnings1
Empowerment shares2
Treasury shares3

Translation loss on net investment in foreign subsidiary
Balance at the beginning of the year
Current period loss
Retained earnings
Balance at the beginning of the year
Profit for the year attributable to equity holders of Reunert
Cash dividends declared and paid
Transfer from reserves
Equity attributable to equity holders of Reunert
Non-controlling interests
Balance at the beginning of the year
Share of total comprehensive income
Dividends declared and paid
Net changes in non-controlling interests
Total equity at end of the year
1

2

3

7 599

7 225

7 225
1 158
(772)
(12)

6 843
1 112
(730)
–

7 438
88

7 138
105

105
(9)
(9)
1
7 526

81
34
(15)
5
7 243

In respect of the acquisition of further interests in Terra Firma Solutions (3,38%). Refer to note 10 – other transactions. R3 million of the transfer
to retained earnings relates to the Terra Firma acquisition and R8 million relates to the finalisation of the put option in Ryonic Robotics.
These are the cost of Reunert Limited shares held by Bargenel Investments Proprietary Limited (Bargenel), a company sold by Reunert to its
empowerment partner in 2007.
Until the amount owing by the empowerment partner is repaid to Reunert, Bargenel is consolidated by the group as the significant risks and
rewards of ownership of the equity have not passed to the empowerment partner.
Reunert shares bought back in the market and held by a subsidiary: 4 997 698 (2017: 3 392 422).
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Audited
2018

R million
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SUMMARISED SEGMENTAL ANALYSIS
AT 30 SEPTEMBER 2018
Audited
2018

%
of total

Audited
2017

%
of total

%
change

5 139
3 443
2 198
15

48
32
20
–

5 247
3 307
1 720
14

51
32
17
–

(2)
4
28
7

Total segment revenue
Revenue from equity accounted joint venture
in Electrical Engineering segment
Revenue from equity accounted associate in
ICT segment
Revenue from equity accounted joint venture
in Other segment

10 795

100

10 288

100

5

Revenue as reported

10 492

R million

REUNERT LIMITED

Revenue1
Electrical Engineering
ICT
Applied Electronics
Other

Operating profit
Electrical Engineering
ICT2
Applied Electronics
Other

(271)

(489)

(29)

(26)

(3)

–

440
792
380
(73)

Total segment operating profit
Operating loss/(profit) from equity accounted
joint venture in Electrical Engineering segment
Operating profit from equity accounted
associate in ICT segment
Operating profit from equity accounted joint
venture in Other segment

1 539

Operating profit as reported

1 542

1
2

–

9 773

7

29
51
25
(5)

696
635
276
(59)

45
41
18
(4)

(37)
25
38
(24)

100

1 548

100

(1)

9

(48)

(3)

(3)

(3)

–
1 497

3

Inter-segment revenue is immaterial and has not been separately disclosed.
Net interest charged on group funding provided to the group’s in-house finance operation has been eliminated in line with the consolidation
principles of IFRS. This elimination amounted to R146 million (2017: R125 million).
Should this operation be externally funded, this would result in a reduction of ICT’s operating profit by the quantum of the external interest paid.

Audited
2018

%
of total

Audited
2017

%
of total

2 978
4 662
2 443
370

28
45
23
4

3 115
3 952
1 854
1 168

31
39
18
12

10 453

100

10 089

100

Total liabilities
Electrical Engineering
ICT
Applied Electronics
Other

1 105
845
807
170

38
29
27
6

1 153
740
744
209

41
26
26
7

Total liabilities as reported

2 927

100

2 846

100

R million
Total assets
Electrical Engineering
ICT
Applied Electronics
Other3
Total assets as reported

3

This mainly comprises properties and in the prior year mainly comprised properties and group treasury cash balances.
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NOTES
1

Basis of preparation
These summarised consolidated financial statements have been prepared in compliance with the framework concepts
and the recognition and measurement requirements of International Financial Reporting Standards (IFRS) in effect for
the group at 30 September 2018, and further comply with the SAICA Financial Reporting Guides, as issued by the
Accounting Practices Committee and the Financial Reporting pronouncements as issued by the Financial Reporting
Standards Council. These summarised consolidated financial statements contain the minimum information as required
by IAS 34 – Interim Financial Reporting, and comply with the Listings Requirements of the JSE Limited and the
requirements of the Companies Act, No 71 of 2008, of South Africa. This report was compiled under the supervision of
NA Thomson CA(SA) (chief financial officer).
The group’s accounting policies applied for the year ended 30 September 2018, were consistent with those applied in
the prior year’s audited consolidated annual financial statements. These accounting policies comply with IFRS.
R million

2

6 309
1 859
30
–
1382

(99)
21
25

(20)
1
24

60
(40)
(9)

113
(43)
(5)

11

65

IFRS 2 share-based payment cost of BBBEE transactions3
Professional costs related to BBBEE transactions
Taxation thereon

32
10
–

20
–
–

Net empowerment transactions after taxation

42

20

Weighted average number of shares in issue, net of treasury and empowerment
shares, used to determine basic earnings, headline earnings and normalised headline
earnings per share (millions of shares)
Adjusted by the dilutive effect of unexercised share options granted (millions of shares)

161
3

164
2

Weighted average number of shares used to determine diluted basic, headline and
normalised headline earnings per share (millions of shares)

164

166
1 112

Net interest income and dividends

Total

5

Empowerment transactions

Number of shares and earnings used to calculate earnings4 per share

6

Headline earnings

6.1

Profit attributable to equity holders of Reunert
Headline earnings are determined by eliminating the effect of the following items from
attributable earnings:
Net gain on disposal of assets (after a tax charge of R5 million and non-controlling
interest (NCI) portion of Rnil) (2017: tax and NCI of Rnil)

1 158

Headline earnings

1 135

1
2

3
4

(23)

(1)
1 111

Includes routine movements of R23 million and a non routine movement of R77 million arising from the SkyWire fair value remeasurement.
Depreciation and amortisation allocated to cost of sales in gross margin calculations is R 51 million (2017: R57 million). Depreciation and
amortisation allocated to other expenses is R106 million (2017: R81 million).
Included in the prior year charge is a donation to an empowerment structure for R1 million.
The earnings used to determine earnings per share and diluted earnings per share are the profit for the year attributable to equity holders
of Reunert of R1 158 million (2017: R1 112 million). (Refer to the statement of profit or loss).
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6 999
1 976
82
1001
1572

Interest income and dividends
Interest expense
Interest on unwinding of put option liability

4

Audited
2017

Operating profit
Operating profit includes:
>> Cost of sales (excluding depreciation and amortisation)
>> Other expenses (expenses excluding depreciation and amortisation)
>> Other income
>> Fair value gain on contingent purchase consideration
>> Depreciation and amortisation
>> Included in other expenses above are:
>> Realised loss on foreign exchange and derivative instruments
>> Unrealised gain on foreign exchange and derivative instruments
>> Auditors’ remuneration

3

Audited
2018
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R million

6

Headline earnings continued

6.2

Normalised headline earnings1
Headline earnings
Normalised headline earnings are determined by eliminating the effect of the following
items from headline earnings:
Empowerment transactions
Once-off IFRS 2 share-based payment cost of BBBEE transactions (tax and NCI of Rnil)
(2017: tax and NCI of Rnil)
Professional fees for BBBEE transactions (tax and
NCI of Rnil) (2017: tax and NCI of Rnil)
Once-off donation to empowerment structure (2017: tax and
NCI of Rnil)
Acquisition transactions
Recurring professional fees for acquisitions
(tax and NCI of Rnil) (2017: tax and NCI of Rnil)
Once-off contingent consideration fair value remeasurement
(tax and NCI of Rnil) (2017: tax and NCI of Rnil)2
Normalised headline earnings

REUNERT LIMITED

1

2

1 135

1 111

42

20

32

19

10

–

–

1

(68)

9

9

9

(77)

–

1 109

1 140

Audited
2018

Audited
2017

921
146

737
171

Goodwill
Carrying value at the beginning of the year
Acquisition of businesses1 (Note 10)
Adjustment to goodwill on finalisation of acquisition made
in prior financial year
Disposal of a controlling interest in a subsidiary
Disposal of businesses
Exchange differences on consolidation of foreign subsidiaries
Carrying value at the end of the year

8

Audited
2017

The pro forma financial information above has been prepared for illustrative purposes only to provide information on how the normalised
earnings adjustments might have impacted on the financial results of the group. Because of its nature, the pro forma financial information
may not be a fair reflection of the group’s results of operation, financial position, changes in equity or cash flows.
The pro forma financial effects have been prepared in a manner consistent in all respects with IFRS, the accounting policies adopted by
Reunert Limited as at 30 September 2018, the revised SAICA guide on pro forma financial information and the Listings Requirements of
the JSE Limited.
There are no post-balance sheet events that necessitate adjustment to the pro forma financial information.
The directors are responsible for compiling the pro forma financial information on the basis of the applicable criteria specified in the
JSE Listings Requirements.
The pro forma financial information should be read in conjunction with the unmodified Deloitte & Touche independent reporting
accountants’ reasonable assurance report thereon, which is available for inspection at the Company’s registered office.
In respect of SkyWire (refer to note 10). At year end the contingent purchase consideration was adjusted to R16 million, resulting in a fair
value remeasurement gain of R77 million. This is disclosed in EBITDA in the statement of profit or loss.

R million

7

Audited
2018

–
–
–
(14)
1 053

33
(12)
(9)
1
921

Long-term borrowings
Total long-term borrowings (including finance leases)
Less: short-term portion (including finance leases)

1

100
(18)

84
(11)

82

73

At 30 September 2018, the purchase price allocation of the acquisitions made in 2018 have not been finalised and therefore the
amounts reported are provisional and subject to change.
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9

Audited
2018
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Audited
2017

Put option liability
As part of the Terra Firma and Ryonic acquisitions, the group granted put options in
favour of the non-controlling shareholders for 25% of the issued share capital. During
the current year the Ryonic put obligation was re-negotiated and settled.
A reconciliation of the closing balance is as below:
Balance at the beginning of the year
Raised at acquisition at fair value
Fair value remeasurements
Payment to option holder (Ryonic)
Unwinding of discount

121
–
(9)
(1)
9

–
116
–
–
5

Balance at the end of the year

120

121

The obligations were classified as level 3 instruments in the fair value hierarchy.
For Terra Firma, the fair value of the put option liability has been determined using a discounted cash flow valuation
technique and is based on the multiples stipulated in the sales and purchase agreement. Significant unobservable
inputs include:
>> The 2020 forecast revenue and net profit after tax (NPAT) have been used. These forecasts are based on

management’s best estimate of the revenue and NPAT likely to be achieved in 2020.
>> The earnings multiples are as stipulated in the sales and purchase agreement.
>> The discount rate applied was 8%, being the average cost of borrowing.

R million

10

Audited
2018

Acquisition of businesses
During the current period the group made the following acquisitions:
>> SkyWire Proprietary Limited: With effect from 1 March 2018, the group acquired 100% of the
business and related assets of SkyWire, a provider of broad band connectivity, in an asset transaction.
The R146 million in goodwill arising from the acquisition is attributable to the expected high growth in
this business and the ability to harvest significant synergies through the ICT segment’s distribution
network. As the ICT segment in the Reunert group is seeking to diversify its product offerings, and its
existing services depend on reliable high-speed data connections, SkyWire data-access products
provide a natural extension of the segment’s service offering. Synergies will also be obtained from the
vertical integration with the group’s other businesses in the ICT Segment. A contingent purchase
consideration amounting to R93 million was raised on acquisition1. This is disclosed in note 13.
>> DoppTech Proprietary Limited: With effect from 1 March 2018, the group acquired 100% of the
share capital of DoppTech Proprietary Limited. An intangible asset of R51 million was valued on
acquisition attributable mainly to the customer relationships in key geographic regions not accessible
to the group as well as patents currently in use. The company has a well-developed R&D capability in
electro-mechanical engineering that will assist with product development within the Applied
Electronics segment. A contingent purchase consideration amounting to R17 million was also raised
on acquisition. This is disclosed in note 13.
>> Other transactions:
–– During the current year the group increased its holding in Terra Firma
Solutions Proprietary Limited from 51% to 54,38%.
–– The group purchased the remaining 25,1% of Ryonic Robotics Proprietary Limited from the existing
non-controlling shareholder.

205

20

4
1

Direct cash cost
Net borrowings acquired on acquisition

230
3

Net cash flows on acquisition of businesses2
Contingent purchase considerations

233
110

Total purchase consideration

343

1

This contingent purchase consideration was finalised and remeasured to R16 million at the financial year end (refer
to note 6).

2

Reflected in the statement of cash flows in the following lines:
> gross cash flows on acquisition of business
> incorporated as part of net transactions with non-controlling interests
> exercise of Ryonic put option

R228 million
R4 million
R1 million
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If the key unobservable inputs to the valuation model being estimated were 1% higher/lower while all the other
variables were held constant, the carrying amount of the put option liabilities would decrease/increase by R2 million
respectively.
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R million

10

Audited
2018

Acquisition of businesses continued
Gross assets acquired and liabilities taken over:
Property, plant and equipment and intangible assets
Inventory
Receivables
Payables
Deferred taxation
Goodwill
Non-controlling interests
Transactions with non-controlling interests
Put option liability

235
2
2
(1)
(46)
146
1
3
1

Net assets acquired

343

Revenue since acquisition
Profit after taxation since acquisition1
Revenue for the 12 months ended 30 September 2018 as though the acquisition dates had been
1 October 2017
Profit after taxation for the 12 months ended 30 September 2018 as though the acquisition dates had
been 1 October 20172

71
1
119
2

REUNERT LIMITED

The value of uncollectible accounts receivable at acquisition was negligible.
2017
Refer to 2017 published results.
1

2

11

Includes the after tax effect of R13 million of additional depreciation and amortisation since acquisition. The additional depreciation
and amortisation relate to the revalued plant and equipment and intangible assets on acquisition.
Includes the after tax effect of R22 million of depreciation and amortisation as noted in 1 above had the acquisition been
1 October 2017.

Unconsolidated subsidiary
The financial results of Cafca Limited (Cafca), a 70%-owned subsidiary of the company, incorporated in Zimbabwe,
have not been consolidated into the group results as the group does not exercise management control because it does
not have the ability to affect its variable returns through its powers over Cafca.
This is supported by:
>> Reunert having not appointed a majority of the directors to the board of directors of Cafca and therefore does not

control the board; and
>> The difficult economic circumstances in Zimbabwe have resulted in an ongoing liquidity constraint which impairs

Reunert’s ability to repatriate the economic benefits from Cafca (e.g. dividends).
The amounts involved are not material to the group’s results.
At 30 September 2018, Cafca’s share capital and reserves amounted to US$16 million (2017: US$15 million) after the
declaration in 2018 of a dividend of US$3.5 million. Reunert has applied for the repatriation of its portion of the
dividend, but permission has not yet been received. If permission is not received, the cash proceeds will be readvanced to the company as a shareholder loan.
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Related party transactions
R million
Counterparty

Relationship

Sales

Purchases

Lease
payments

Treasury
shares

All related-party transactions, trading
account and loan balances are on the
same terms and conditions as
those with non-related parties.
September 2018
CBI-electric Telecom Cables
Proprietary Limited
Oxirostax Proprietary Limited
(Nashua Winelands)
Bargenel Investments
Proprietary Limited
Lexshell 661 Investment
Proprietary Limited
September 2017
CBI-electric Telecom Cables
Proprietary Limited
Oxirostax Proprietary Limited
(Nashua Winelands)

An associate
Owns 18,5m
Reunert
shares
A joint
venture
A joint
venture
An associate
Owns 18,5m
Reunert
shares
A joint
venture

2

5

–

–

16

2

–

–

–

–

–

276

–

–

5

–

3

35

–

–

2

22

–

–

–

–

–

276

–

–

1

–

R million

13

Audited
2018

Audited
2017

Contingent purchase considerations
As part of the acquisitions of SkyWire and DoppTech (note 10), the group recognised
contingent purchase considerations on these acquisitions as follows:
Balance at the beginning of the year
Transfer from provisions1
Raised at acquisition at fair value (SkyWire and DoppTech)
Fair value remeasurements

–
27
110
(100)

–
–
–
–

37

–

Balance at the end of the year2
1

2

In 2018, the Omnigo purchase consideration was transferred to the contingent consideration category under trade and other payables.
The acquisition of SkyWire and DoppTech in 2018 resulted in additional contingent consideration for the current year. Refer to note 10.
Due to the materiality of the amounts on acquisition of these businesses, all contingent considerations have been separately
disclosed.
The balance of the contingent purchase consideration have been included in ‘Accounts payable, provisions and taxation’ on the balance
sheet.

These were classified as level 3 instruments in the fair value hierarchy based on the following unobservable inputs:
For Omnigo, the fair value of the contingent purchase consideration is determined using a cash flow valuation technique
and is based on earnings multiples stipulated in the purchase agreement.
The contingent purchase consideration for Omnigo was determined as 40% of the expected excess of profit before
interest and tax (PBIT) exceeding a 25% return on expected average capital employed during the year.
The amount is assessed on an annual basis using forecasted average capital employed and PBIT. The discount rate used
is 9,1% (Jibar plus 2%).
For SkyWire, the contingent consideration is based on a defined business plan according to which the company has to
achieve certain predefined strategic tasks and objectives within 12 months of the acquisition date. The discount rate
used is 9,1% (Jibar plus 2%).
For DoppTech, the contingent consideration is fixed and stipulated within the purchase agreement.
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Bargenel Investments
Proprietary Limited
Lexshell 661 Investment
Proprietary Limited

A joint
venture
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14

Litigation
There is no material litigation being undertaken against or by the group. The group has made adequate provision
against any cases where the group considers there are reasonable prospects for the litigation to succeed. The group
has adequate resources and good grounds to defend any litigation it is aware of.

15

Events after reporting date
No events have occurred after the reporting date that require additional disclosure or adjustment to the results
presented.

ADDITIONAL INFORMATION
Audited
2018

Audited
2017

Current ratio (:1)
Quick ratio (:1)
Dividend yield (%)*
Return on capital employed (%)
Net number of ordinary shares in issue (million)

2,3
1,7
6,5
19,5
161

2,4
1,8
7,0
19,8
162

Number of ordinary shares in issue (million)
Less: Empowerment shares (million)
Less: Treasury shares (million)

185
(19)
(5)

185
(19)
(4)

Capital expenditure

162

143

>> expansion

106
56

98
45

Capital commitments in respect of property, plant and equipment

83

39

>> contracted

35
48

20
19

252
–

126
–

REUNERT LIMITED

R million (unless otherwise stated)

>> replacement

>> authorised not yet contracted

Commitments in respect of operating leases
Contingent liabilities**
*

Calculated as the total dividend out of 2018 profits (interim 125 cents per share and final 368 cents per share) (2017: 120 cents per share and
354 cents respectively) divided by a Reunert share price of 7 600 cents (2017: 6 772 cents), being the closing market price on 28 September 2018.
** The directors are confident that Reunert Limited and its subsidiaries have no exposure arising from the guarantees and sureties in issue, beyond
the liabilities recognised in the summarised consolidated statement of financial position at the financial year end.
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SHARE OWNERSHIP ANALYSIS
as at 30 September 2018

%

Number of
shares
(millions)

%

6 392
1 947
356
112
29

72,4
22,0
4,0
1,3
0,3

2
6
11
40
126

0,9
3,3
6,1
21,4
68,3

8 836

100,0

185

100,0

Public/non-public share holders
Non-public Shareholders

6

0,1

26

13,5

Bargenel Investments (Pty) Ltd
Reunert Share Option Trust
Own holdings

1
2
3

19
1
6

10,0
0,4
3,0

Number of
shareholders

1 – 1 000 shares
1 001 – 10 000 shares
10 001 – 100 000 shares
100 001 – 1 000 000 shares
1 000 001 shares and over
Total

Shareholder spread

1

8 830

99,9

159

86,5

Total

8 836

100,0

185

100,0

23
19

12,6
10,0

%

2017
Number
of shares
(millions)

%

11,3
6,2
5,6
5,2
*
*

21
11
*
*
11
9

11,3
6,0
*
*
6,2
5,0

Beneficial shareholders holding 5% or more
Government Employees' Pension Fund
Bargenel Investments Proprietary Limited1

Major holdings through fund managers in excess of 5%
Public Investment Corporation Limited
Old Mutual Investment Group (South Africa) Proprietary Limited
Pzena Investment Management, LLC
Morgan Stanley Investment Management Inc. (US)
Allan Gray Proprietary Limited
Investec Asset Management Proprietary Limited
1

*

Empowerment shares
Holdings were below 5%

2018
Number
of shares
(millions)
21
12
10
10
*
*
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2018

2017

2016

927
370
1 053
56
158
1 990
151
765
4 983

890
205
921
55
159
1 682
105
1 522
4 550

904
115
737
53
152
1 449
104
1 712
4 683

10 453

10 089

9 909

EQUITY AND LIABILITIES
Ordinary equity holders of Reunert
Non-controllling interests

7 438
88

7 138
105

7 011
81

Total equity

7 526

7 243

7 092

Deferred taxation liabilities
Non-current liabilities of discontinued operation
Long-term liabilities
Current liabilities

156
–
225
2 546

112
–
194
2 540

102
–
43
2 672

Total equity and liabilities

10 453

10 089

9 909

CONDENSED STATEMENTS OF PROFIT OR LOSS
Revenue

10 492

9 773

8 511

Operating profit
Net interest and dividends income

1 542
11

1 497
65

1 315
137

Profit before empowerment transactions
Empowerment/abnormal transactions

1 553
(42)

1 562
(20)

1 452
(113)

Profit before taxation
Taxation

1 511
(358)

1 542
(437)

1 339
(404)

Profit after taxation
Share of joint ventures and associate companies’ (losses)/profit
Profit for the year of asset held for sale

1 153
(1)
–

1 105
37
–

935
28
–

Profit for the year

1 152

1 142

963

Profit for the year attributable to:
Non-controlling interests
Equity holders of Reunert

(6)
1 158

30
1 112

9
954

Headline earnings attributable to equity holders of Reunert

1 135

1 111

942

CONDENSED CASH FLOW STATEMENTS
EBITDA
Changes in net working capital

1 699
(498)

1 635
(225)

1 433
(396)

Cash generated from operations
Net interest and dividends received
Taxation paid
Dividends paid
Other (net)

1 201
20
(445)
(781)
(79)

1 410
70
(375)
(745)
60

1 037
137
(431)
(690)
50

Net cash flows from operating activities
Net cash flows from investing activities
Net cash flows from financing activities

(84)
(597)
(85)

420
(21)
(386)

103
(1 205)
(222)

Net cash (utilised)/generated

(766)

13

(1 324)

R million
CONDENSED STATEMENTS OF FINANCIAL POSITION
Assets
Property, plant and equipment and investment property
Intangible assets
Goodwill
Investments and loans
Investments in joint ventures and associate
Non-current rental and finance lease receivables
Deferred taxation assets
Cash and cash equivalents
Other current assets

REUNERT LIMITED

Total assets

1
2

Restated to reflect the changes in accounting standards and accounting for Nashua Mobile as an asset held for sale.
	The 2012 cash flow statement was restated to include the movement in total rental and finance lease receivables as part of investing activities
instead of operating activities as this represents the group’s investment in resources intended to generate future income. The cash flow
movements for the years up to and including 2011 have not been restated.

SUMMARISED FINANCIAL STATEMENTS AND OTHER INFORMATION

2015

2014

674
71
653
95
158
1 463
92
2 713
3 480

644
78
649
92
149
1 465
51
697
5 757

9 399

20131

2011

2010

2009

631
82
792
129
170
1 378
55
611
3 525

625
82
707
64
–
1 067
33
697
3 313

612
90
655
46
–
966
32
643
3 062

594
42
492
838
–
846
40
1 878
3 223

559
28
460
854
–
994
29
1 701
3 072

9 582

7 373

6 588

6 106

7 953

7 697

6 679
46

6 269
63

4 878
59

4 443
56

3 881
55

4 433
38

4 034
27

6 725

6 332

4 937

4 499

3 936

4 471

4 061

98
–
239
2 337

121
251
425
2 453

132
–
25
2 279

127
–
25
1 937

99
–
1
2 070

122
–
711
2 649

140
–
711
2 785

9 399

9 582

7 373

6 588

6 106

7 953

7 697

8 300

7 774

7 247

11 662

10 923

10 675

10 271

1 167
135

1 017
(10)

1 102
12

1 524
42

1 391
41

1 263
59

1 210
39

1 302
–

1 007
(327)

1 114
–

1 566
–

1 432
347

1 322
(34)

1 249
299

1 302
(360)

680
(278)

1 114
(313)

1 566
(483)

1 779
(426)

1 288
(377)

1 548
(374)

942
17
42

402
(12)
1 584

800
10
162

1 083
–
–

1 353
–
–

911
–
–

1 173
–
–

1 001

1 974

972

1 083

1 353

911

1 173

7
994

3
1 971

14
959

16
1 067

16
1 338

12
899

9
1 164

968

829

952

1 067

989

903

1 163

1 329
62

1 315
(44)

1 439
(150)

1 661
(192)2

1 513
48

1 376
318

1 307
757

1 391
133
(415)
(629)
79

1 271
(6)
(332)
(612)
(93)

1 289
16
(361)
(612)
(11)

1 469
42
(447)
(577)
26

1 561
41
(438)
(499)
(2)

1 694
60
(408)
(457)
26

2 064
38
(478)
(550)
43

559
1 641
21

228
(494)
439

321
(693)
45

513
(499)2
42

(663)
485
(1 769)

915
(313)
(104)

1 117
(131)
3

2 221

173

(327)

56

(621)

498

989
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Shares
Number of ordinary shares on which earnings per share are calculated
Net worth per share
Basic earnings per share
Headline earnings per share
Normalised headline earnings per share
Dividends per share - normal
Dividend cover
Cash flow per share
Ordinary shares in issue (net of empowerment and treasury shares)
Number of transactions – JSE
Number of shares traded
Value of shares traded
Number of shares traded as a percentage of gross issued shares
Market price per share
– year end
– highest
– lowest
Earnings yield
Dividend yield
Price: Earnings ratio
Total shareholder return (TSR)
Market capitalisation (net of empowerment and treasury shares)
JSE actuaries' electronics sector index at 30 September
Profitability, asset management, liquidity and leverage
EBITDA as a percentage of revenue
Operating margin (%)
Net asset turn
Normalised return on shareholders' funds (ROE)
Return on net operating assets
Return on capital employed (ROCE)
Taxation as a percentage of profit before taxation and
empowerment/abnormal transactions
Total liabilities to total shareholders' funds
Current ratio
Quick ratio
Interest cover
Human capital
Total employees at year-end
Permanent employees at year-end
Non-permanent employees at year-end
Work-related fatalities
Revenue per employee
Operating profit per employee
Wealth created per employee
Employment cost per employee
Training and development spend

2018

2017

2016

161
4 617
717
703
687
493
1,4
432,4
161
186 501
113
8 520
61

164
4 396
680
679
697
474
1,5
712
162
143 393
93
5 574
51

165
4 237
577
570
662
439
1,5
481
165
151 272
96
6 277
52

cents
cents
cents
%
%
times
%
Rm

7 600
8 275
6 500
9
7
11
20
12 243
6 549

6 772
7 680
6 021
10
7
10
19
10 996
6 585

6 110
7 540
5 980
11
7
9
7
10 112
7 079

%
%
times
%
%
%

16,2
14,7
1,6
15,2
23,2
19,5

16,7
15,3
1,7
16,1
26,3
19,8

16,8
15,5
1,7
16,0
25,8
18,2

%
%

times

23,0
36,8
2,3
1,7
31,2

28,0
37,8
2,4
1,8
31,0

27,8
38,3
2,4
1,9
49,0

number
number
number
number
R’000
R’000
R’000
R’000
R’m

6 411
5 483
928
–
1 637
241
658
284
57

6 315
5 330
985
–
1 548
237
667
280
52

6 187
5 422
765
1
1 376
213
5904
2564
44

R’m
R’m

13
41

14
36

14
53

MWh
Ml
tonnes
tonnes

64 449
325
53 442
4,9

68 349
294
47 801
4,6

45 427
340
51 588
5,8

millions
cents
cents
cents
cents
cents
times
cents
millions
millions
Rm
%

3

Social and relationship capital5
Community investments (Socio-economic development)
Enterprise and supplier development spend
Natural capital5
Electricity consumption
Water consumption6
CO2e Scope 1 & 2
Total CO2e emissions per Rm revenue
1
2
3
4
5
6

The 2012 information was recalculated.
The information was restated to exclude Nashua Mobile as this was accounted for as a discontinued operation.
Excludes employees from joint venture from 2014 onwards.
This information was recalculated for comparability purposes.
Includes 50% contribution form joint venture.
Includes municipal and borehole groundwater.

SUMMARISED FINANCIAL STATEMENTS AND OTHER INFORMATION

2014

20132

2012

2011

2010

2009

165
4 047
604
588
580
407
1,4
722
165
173 619
134
8 383
73

164
3 816
1 202
506
553
370
1,5
406
164
174 939
119
7 866
63

163
2 980
588
583
569
370
1,5
597
164
147 988
102
7 494
51

162
2 732
658
658
644
370
1,7
6731
163
109 185
90
6 107
45

165
2 401
809
598
590
330
1,8
703
162
99 875
106
6 579
53

179
2 502
503
506
516
287
1,8
767
177
85 444
134
7 645
68

179
2 258
652
652
500
253
2,0
798
179
71 666
108
4 781
55

6 100
6 924
5 398
10
7
11
9
10 067
7 781

5 947
8 200
5 567
9
6
11
(13)
9 774
10 184

7 266
8 791
6 200
8
5
13
11
11 897
11 399

6 895
8 170
5 700
9
5
11
23
11 215
10 710

5 885
6 970
5 101
10
6
10
–
9 512
9 780

6 201
6 247
4 950
8
5
12
16
10 988
10 462

5 600
5 900
3 201
12
5
11
2
10 006
9 866

15,5
14,1
1,7
14,8
23,9
16,5

14,5
13,1
1,7
18,6
26,5
14,3

16,8
15,2
1,6
19,9
29,6
21,6

14,2
13,1
3,1
25,1
40,6
32,8

13,9
12,7
2,9
23,5
36,6
34,5

12,9
11,8
2,9
21,8
34,1
23,8

12,0
11,1
2,9
23,1
32,0
24,6

27,7
38,3
2,7
2,2
72,9

33,9
49,4
2,6
2,2
41,3

27,7
47,9
1,8
1,6
99,3

30,9
43,6
2,1
1,6
142,5

29,7
52,6
1,8
1,4
210,8

28,5
75,2
2,2
1,9
175,4

27,0
86,7
1,7
1,5
54,1

5 8533
5 000
853
–
1 418
199
681
303
40

5 409
4 665
744
–
1 4372
1882
6202
3092
38

5 645
5 931
714
–
1 0912
1662
5822
2352
24

6 654
5 815
839
–
1 753
229
594
253
18

6 324
5 752
572
–
1 727
220
636
248
10

6 422
5 879
543
–
1 662
197
527
229
10

6 321
5 524
797
–
1 625
180
530
194

14
37

9
63

12
42

15
49

10
38

6

43 643
341
50 116
5,8

53 195
369
58 936
5,2

52 443
339
61 534
7,0

57 167
310
67 110
6,0

56 565
290
63 957

59 748
317

61 579
310
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FINANCIAL VALUE-ADDED STATEMENT
R million
Revenue
Paid to suppliers for materials and services

%

2017

%

9 773
5 677

10 492
6 331

% Change 2018
over 2017
7
12

Value added
Income from investments

4161
60

99
1

4 096
114

97
3

(2)
(47)

Total wealth created

4 221

100

4 210

100

(0)

Distributed as follows:
Employees
Providers of capital
Providers of debt
Payments to government
Socio-economic development1
Retained in the group to develop future growth

1 820
781
49
946
54
571

43
19
1
22
1
14

1 768
745
48
1 081
50
518

42
18
1
26
1
12

3
5
2
(12)
8
10

Total wealth distributed

4 221

100

4 210

100

(0)

1

REUNERT LIMITED

2018

Includes enterprise and supplier development and corporate social investment contributions.
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ABOUT THIS REPORT
SCOPE AND BOUNDARY
This report includes Reunert’s South African operations and its subsidiaries in Australia, Lesotho, Sweden, the USA, Zambia
and Zimbabwe.
We disclose where we included or excluded information, where relevant. The most notable exclusions are:
>> The cable operation in Zimbabwe (Cafca) is excluded from the consolidated results due to the material uncertainty created by
the country’s indigenisation policies (where a controlling interest must be transferred to indigent Zimbabweans over time),
the low level of influence the group currently exerts over this entity1 and Reunert’s inability to benefit from variable returns
due to the liquidity crisis in Zimbabwe.
5

REPORTING SUITE AND FRAMEWORKS
Through following local and international guidelines and requirements, Reunert is committed to transparent reporting:
>> International Integrated Reporting Council’s (IIRC) International <IR> Framework
>> King Report on Governance for South Africa, 2016 (King IV)
>> Companies Act, 71 of 2008 (as amended) (the Companies Act)
>> JSE Listings Requirements
>> International Financial Reporting Standards (IFRS)
>> GRI Standards (formerly the Global Reporting Initiative) guidelines
>> Greenhouse Gas Protocol (GHG Protocol)

REUNERT LIMITED

The following provides a summary of Reunert’s annual reporting suite.
Report

Objective of the report

Online reference

Integrated report

The report was prepared on the basis of materiality, and
it provides an overview of how Reunert and its operations
create and sustain value in the context of its operating
environment.

www.reunert.co.za/downloads/
reports/2018/Reunert_IR_2018.pdf

The report includes summarised financial statements,
adopted from the audited consolidated financial statements.
Annual financial
statements

7

Notice of AGM

The audited consolidated and separate annual financial
statements of Reunert for the year ended 30 September 2018,
prepared in compliance with IFRS and the Companies Act.

www.reunert.co.za/downloads/
reports/2018/Reunert_AFS_2018.pdf

The required statutory information and notice of annual
general meeting which is distributed to shareholders to call
the AGM.

www.reunert.co.za/agm-and-financialcalendar.php

GHG Protocol report

This report reflects the greenhouse gas (GHG) emissions and www.reunert.co.za/sustainability
water usage of Reunert Limited for the financial year based on
the Greenhouse Gas Protocol Corporate Accounting and
Reporting Standard.

King IV application
register

Disclosure on Reunert’s application of the King IV principles.

1	Refer to note 11 on page 112 of the annual financial statements.

www.reunert.co.za/sustainability

APPENDICES
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Reunert’s 2018 integrated report is supplemented by four supplementary fact sheets which are available online:
Group overview and
business units

Sets out the material business units of Reunert Limited’s
three segments and their products and services, distribution
channels, market sectors and intellectual property.

Internal and external
standards and
principles

Discloses some of the key internal and external standards and www.reunert.co.za/downloads/
principles that are applied in the group.
reports/supplementary/

BBBEE rating per
business unit

Reunert’s material South African subsidiaries’ BBBEE levels.

Quality, environmental This fact sheet provides a summary of the quality,
and other related
environmental and other related standards applied within
standards
the group.

www.reunert.co.za/downloads/
reports/supplementary/

www.reunert.co.za/downloads/
reports/supplementary/
www.reunert.co.za/downloads/
reports/supplementary/

15

ASSURANCE AND DATA MEASUREMENT
Reunert aims to uphold high standards of transparency in disclosures and reporting. We rely on a combined assurance model
(page 76) which includes the opinion of management and internal and external assurance providers. Internal controls are also
a key component of our assurance process.
The group’s external auditors, Deloitte & Touche (Deloitte), audited the financial information contained in this report. Their
unqualified audit opinion is included in the annual financial statements.

The group’s environmental and social data is captured in a dedicated in-house electronic database. In line with the GRI
guidelines, data is reported on a like-for-like basis and, where applicable, data is comparable for at least three years, and major
restatements are indicated.

FEEDBACK
We continually strive to improve the quality and relevance of our stakeholder communications, and we welcome feedback
on the report. Please send any comments to the investor relations and communications manager at invest@reunert.co.za.
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Except our BBBEE ratings and various ISO certifications, the non-financial information in our report was not externally assured.
The Board periodically reviews the completeness and accuracy of a sample of the non-financial information presented by
Reunert’s internal audit function and considers the need to obtain appropriate external assurance on non-financial data. The
Board is satisfied that internal supervision sufficiently ensures the reliability of the information presented in this report.
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ABBREVIATIONS AND ACRONYMS
AGM

Annual general meeting

GRI

Formerly the Global Reporting Initiative

BBBEE

Broad-based Black Economic
Empowerment

GST

General sales tax

HEPS

Headline earnings per share

HR

Human resources

ICT

Information Communication Technologies

IDUL

Independent Democratic Union Lesotho

IFRS

International Financial Reporting Standards

African Cables CBI-electric: African Cables

IIRC

International Integrated Reporting Council

Low Voltage

CBI-electric: Low Voltage

ISO

Telecom
Cables

CBI-electric: Telecom Cables Proprietary
Limited

International Organization for
Standardization

ISP

Internet service provider

CCTV

Closed-circuit television

IT

Information technology

CDP

Formerly known as Carbon Disclosure
Project

JSE

Johannesburg Stock Exchange Limited

King IV1

CEO

Group chief executive officer

The King IV Report on Corporate
Governance for South Africa 2016

CFO

Group chief financial officer

KPI

Key performance indicator

CNR

Combat net radios

LMS

Learning Management System

Companies
Act

The Companies Act, 71 of 2008
(as amended)

MEIBC

Metal and Engineering Industries
Bargaining Council

CSI

Corporate social investment

MEWUSA

Metal and Electrical Workers Unions of SA

Deloitte

Deloitte & Touche

MFP

multi-functional printer

DoA

Delegation of Authority

MOI

Memorandum of Incorporation

dti

Department of Trade and Industry

MSR

Movement and surveying radar

ECN

Electronic Communications Network
Proprietary Limited

Nanoteq

Nanoteq Proprietary Limited

NCCF

Nashua Children’s Charity Foundation

ESD

Enterprise and supplier development

NHEPS

Normalised headline earnings per share

ESG

environmental, social and governance

NUBEGW

Exco

Group Executive Committee

National Union of Building Engineering and
General Workers

FAWU

Food and Allied Workers Union

NUMSA

National Union of Metalworkers of South
Africa

GDFI

Gross domestic fixed investment

OEM

Original equipment manufacturer

GDP

Gross domestic product

OHSA

GHG

Greenhouse Gas Protocol

South African Occupational Health and
Safety Act

REUNERT LIMITED

BBBEE Codes BBBEE Codes of Good Practice

1

Board

Board of directors

CAGR

Compound annual growth rate

Cafca

Cafca Limited

Copyright and trademarks are owned by the Institute of Directors in Southern Africa NPC and all of its rights are reserved.
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Omnigo Proprietary Limited

PABX

Private Branch Exchange

PAT

Profit after tax

POPI Act

Protection of Personal Information Act, 2013

PPPFA

Preferential Procurement Policy Framework
Act

PV

Photovoltaic

REIPP

Renewable Energy Independent Power
Producers

ROE

Return on equity

ROCE

Return on capital employed

RoHS

Restrictions of Hazardous Substances

SANDF

South African National Defence Force

SADI Charter

South African Defence Industry Charter

SACWU

South African Chemical Workers Union

SED

Socio-economic development

SEIFSA

Steel and Engineering Industries Federation
of Southern Africa

Setco

Social, Ethics and Transformation
Committee

SMME

Small, medium and micro-sized enterprise

TDV

Total document volume

TSR

Total shareholder return

TUB

Thata uBeke Manufacturing

TIV

Trend Indicator Value

VAT

Value added tax

VoIP

Voice over internet protocol

VPBX

Virtual private branch exchanges

YES

Youth Employment Services

Zamefa or
CBI-electric:
Zamefa

Metal Fabricators of Zambia PLC
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DEFINITIONS AND FORMULAE
AVERAGE NET OPERATING ASSETS
The average of the opening and closing balance of each year.
AVERAGE ORDINARY SHAREHOLDERS’ FUNDS
The average of the opening and closing balances of each year.
CASH FLOW PER SHARE (CENTS)
Cash flow from operating activities before dividends paid
Weighted average shares in issue during the year
CURRENT RATIO
Current assets

NET WORTH PER SHARE
Shareholders’ funds
Shares in issue at year-end - (treasury shares
+ empowerment shares)

DIVIDEND COVER (TIMES)
NHEPS

NHEPS
Attributable headline earnings - interest to empowerment
partners + other items in profit directly associated with
empowerment transactions ± other non-sustainable gains or
losses in the income statement

Dividend per share

Weighted average number of shares in issue during the year

DIVIDEND YIELD (%)
Dividend per share

OPERATING MARGIN (%)
Operating profit

Market price per share at year-end

Revenue

EARNINGS YIELD (%)
NHEPS

RETURN ON CAPITAL EMPLOYED (%)
Operating profit

Market price per share at year-end

Total assets - current liabilities

EBITDA
Earnings (operating profit) before interest, taxation,
depreciation and amortisation.

RETURN ON NET OPERATING ASSETS (%)
Operating profit ± capital items excluded from headline
earnings

Current liabilities

REUNERT LIMITED

NET OPERATING ASSETS
Total assets - (cash + cash equivalents
+ money market instruments) - (current liabilities bank overdrafts and short-term loans short-term portion of long-term borrowings)

Average net operating assets

HEADLINE EARNINGS PER SHARE
Attributable earnings adjusted in terms of
SAICA Circular 04/2018

RETURN ON EQUITY (%)
Normalised headline earnings

Weighted average ordinary shares in issue during the year

Average shareholders’ funds

MARKET CAPITALISATION
Market price per share x (ordinary shares in issue - treasury
shares - empowerment shares)

TOTAL ASSETS
Non-current assets + current assets

NET ASSET TURN
Revenue
Average net operating assets
NET BORROWINGS
Total borrowings - (cash + cash equivalents
+ money market instruments)

TOTAL BORROWINGS
Interest-bearing debt
TOTAL LIABILITIES
Total liabilities - deferred taxation
TOTAL SHAREHOLDER RETURN
Closing share price - opening share price
+ total dividend per share for period

NET INTEREST COVER
Operating profit

Opening share price

Interest paid

WEIGHTED AVERAGE NUMBER OF SHARES
IN ISSUE DURING THE YEAR
Opening shares in issue - (treasury shares + empowerment
shares) ± time-weighted moves in shares in issue

127
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CORPORATE INFORMATION AND ADMINISTRATION
REUNERT LIMITED

CORPORATE AND SUSTAINABILITY
INFORMATION AND INVESTOR
RELATIONS

(Incorporated in the Republic of South Africa)
ISIN: ZAE000057428
Short name: REUNERT
JSE code: RLO
Currency: ZAR
Registration number: 1913/004355/06
Founded: 1888
Listed: 1948
Sector: Electronic and electrical equipment

Carina de Klerk
BA Comm, PGL4
Communication and investor relations manager
Telephone: +27 11 517 9000
Telefax: +27 11 517 9035
Email: invest@reunert.co.za or carina@reunert.co.za

SHARE TRANSFER SECRETARIES

BUSINESS ADDRESS AND
REGISTERED OFFICE

Computershare Investor Services Proprietary Limited
Rosebank Towers
15 Biermann Avenue
Rosebank
Johannesburg
2196
South Africa

Nashua Building
Woodmead North Office Park
54 Maxwell Drive
Woodmead
2191
Sandton
South Africa

Postal address
PO Box 61051
Marshalltown
2107
South Africa

Postal address
PO Box 784391
Sandton
2146
South Africa

Telephone: +27 11 370 5000
Telefax: +27 11 688 5200
Website: www.computershare.com

GROUP SECRETARY AND
ADMINISTRATION
Reunert Management Services Proprietary Limited
Nashua Building
Woodmead North Office Park
54 Maxwell Drive
Woodmead
Sandton
2191
South Africa

AUDITORS

Karen Louw
Admitted Attorney to the High Court of South Africa
Directly responsible for secretarial matters

Telephone: +27 11 806 5000
Telefax: +27 11 806 5003

Deloitte & Touche
Deloitte Place
The Woodlands
20 Woodlands Drive
Woodmead
2191
South Africa

SPONSOR

Email: karenl@reunert.co.za
Telephone: +27 11 517 9000

One Capital

PRINCIPAL BANKERS

GROUP LEGAL
Hendrik van Rensburg
Admitted Advocate to the High Court of South Africa,
Pr Eng

Nedbank
Standard Bank
Investec

Email: legal@reunert.co.za
Telephone: +27 11 517 9000
Telefax: +27 11 517 9035
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