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Group profile
The Reunert group manages a diversified portfolio
of businesses in the fields of electrical engineering,
information and communication technologies and
defence and allied technologies.
We believe that each of these businesses is capable of meeting the group’s objectives for sustainable growth and
earnings. We will seek meaningful growth opportunities that are either compatible with our leading competencies
or that are sensible, strategically-aligned extensions of our existing businesses.

Quick facts

Electrical
engineering

Headquarters:

Johannesburg, South Africa

CBI-electric

Founded:

1888
Listed on JSE:

1948
Sector:

Information and
Communication
Technologies

Industrial goods and
services (electronic and electrical equipment)
Ticker:

RLO

NASHUA

Revenue:

R11,7 billion

Defence
and allied
electronics
REUTECH

Operating profit:

R1,5 billion
Total number of employees:

6 654
 he group operates mainly in South Africa with
T
minor operations in Australia, Lesotho, USA
and Zimbabwe.

Other
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We are pleased to present to
Reunert’s stakeholders our second
annual integrated report.

Combined
assurance

This is our primary report and covers strategy, financial and
non-financial performance, as well as prospects for Reunert Limited
and its subsidiaries (the Reunert group) for the financial year
1 October 2011 to 30 September 2012.
The group operates mainly in South Africa with minor operations in
Australia, Lesotho, USA and Zimbabwe. The report covers
subsidiary, joint venture and investment companies. Information
relating to managed operations is disclosed on a 100% basis, and for
our joint venture in CBI-electric: Aberdare ATC telecom cables on a
50% basis. Where available we provide data comparisons for at least
three years and up to ten years. Our Cafca operation in Zimbabwe is
not included as it is not regarded as significant and is not
consolidated in our financial reporting.
A year ago Reunert started its journey to comprehensive integrated
reporting and disclosure. We aim to provide stakeholders with insight
into how the group is managed and to provide them with information
to assess our ability to create and sustain value into the future.
The structure of the integrated report is consistent with the prior year.
However, the annual financial statements and certain ancillary
reports do not form part of the printed report and can be found on our
website reunert.onlinereport.co.za/reunert_iar_2012/
Last year we included material sustainability disclosure throughout
the integrated report. We have continued to do so and, based on
feedback received from our stakeholders, in the current report we
now provide separate social and environmental reports. Icons
have been used throughout this report to assist users in locating
material information.
This report aligns the principles of the King Report on Corporate
Governance for South Africa, 2009 (King III), the Companies Act 71
of 2008 (Companies Act) and the JSE Listings Requirements.
The audited financial statements have been prepared in accordance
with International Financial Reporting Standards (IFRS). The Global
Reporting Initiative guidelines (GRI G3.1) have informed the
sustainability-related information.

Defining materiality
We define a material issue as one that would have a significant
impact on the sustainable performance or prospects of Reunert,
should it occur. The material issues in this report were identified
through our strategic review processes, input from key stakeholders,
media reviews and desktop research.

GRI declaration
We believe our report meets the requirements of a level B report in
terms of the GRI G3.1 guidelines.

Consolidated GRI response table

internal
audit

Management

external
audit
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Combined assurance
Reunert follows the combined assurance model proposed by King III.
1.	Management provides the Reunert Board of directors with assurance
that risk management is integrated into day-to-day activities.
2. Internal audit, which is overseen by the Audit Committee,
assesses the effectiveness of Reunert’s system of internal control and
risk management.
3. Our external auditor, Deloitte & Touche (Deloitte), expresses an
opinion on the fair representation of the group’s audited annual
financial statements.
 he group’s Audit Committee is responsible for ensuring that the
T
combined assurance model is applied to provide a coordinated approach
to all assurance activities. The Risk Committee is responsible for ensuring
that the combined assurance received is appropriate to address all the
significant risks facing the group.
Sustainability information has not been externally assured. Instead, the
internal audit function has performed appropriate procedures to assess
the completeness and accuracy of a sample of information presented in
the integrated report. In total, 17 of the GRI performance indicators have
been tested.
Rating agencies provide external assurance on broad-based black
economic empowerment (BBBEE) ratings as well as various international
standards (ISO) as indicated throughout this report.
The Board is satisfied that this internal review is sufficient at this time.
The prospect of obtaining appropriate external assurance will be
periodically reviewed to ensure that the company remains in step with its
peers in assuring the integrity of the report.

Feedback
We trust that this report provides the basis for meaningful dialogue with
our stakeholders. We welcome feedback on the format, structure and
content of our report. This can be directed to the people listed in the
corporate information section on the inside back cover of this report. The
insights gained will further refine our reporting initiatives going forward.

Approval of integrated report
The Board is responsible for ensuring the integrity of this annual
integrated report. The directors confirm that they have assessed the
content and believe the report addresses the group’s material issues
and provides a fair assessment of its performance.

David Rawlinson		Trevor Munday
Chief executive		 Chairman
19 November 2012
Sandton

3

Material issues and stakeholder engagement
Stakeholder engagement is an
integrated process incorporated
in our day-to-day operations.
Under the guidance of the Social, Ethics and Transformation
Committee Reunert has started documenting these interventions
more formally and will implement a structured stakeholder
engagement process in the new financial year. This will ensure that
the Board is better informed of major stakeholder concerns which
could impact on the group’s strategic approach.
In the current year we focused on three key areas:

our
shareholders

our
employees

and our
customers

The following material issues were identified through our stakeholder
engagement process and are addressed in the integrated report:
Future growth strategies for the group and ensuring that our
business models are sustainable in an era of ever tightening
margins;
The effective employment of our available cash by exploring
opportunities for acquisitions;
Addressing the company’s remuneration policy in line with
best practice and providing stakeholders with improved
disclosure; and
Continued improvement with regard to the transformation of
our businesses in line with the BBBEE Code of Good Practice.

Our response to these issues
is indicated throughout the
report by means of an icon:

Improving our environmental and social disclosures was raised as a
concern for some stakeholders but was not identified as material.

Detailed matrix of our stakeholder engagement and issues raised
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Our products

CBI-electric
Revenue:
African Cables

31%

Manufactures the complete range
of power cable and accessories
from 1 000V – 132 000V.
Designs, installs, commissions
and maintains cable systems
from 11 KV – 132 KV.
Brands include Zerotox, CBiD,
Tank and Power Installations

NASHUA
Revenue:

Office Automation

62%

Market leader in the supply of
copiers, multi-function printers,
laser printers, consumables and
digital software solutions in the
southern African market.
Products are sourced from
leading international suppliers
of office automation equipment.
Nashua is one of Ricoh’s largest
independent distributors worldwide.
In different categories, products are
complemented with products from
HP and Samsung.

REUTECH
Revenue:

Reutech Radar Systems

7%

Develops and manufactures ground
and naval search and tracking
radar systems. Significant
contracts include the supply of
helicopter management radar
for the Royal Norwegian Navy.
Mining radar sensor systems
used in opencast mining
operations are supplied and
supported internationally in
increasing quantities with an
expanding product and service range.

5

Low Voltage
Manufactures and trades in
low-voltage distribution, protection
and control equipment. Products
include circuit breakers, earth
leakage, surge protection,
electricity meters, automation,
motor control and wiring
accessories. Brands include CBI,
Slegers, CBI-electric Fuchs,
Heinemann, Heinemann Electric,
Hy-Mag, Samite, Mitsubishi
and Eaton.

Telecom Cables
Designs, manufactures and supplies
both copper and optical fibre cables.
Turnkey services include fibre ducting,
splicing, training and installation.

Pansolutions

Nashua Communications
A leading communications provider using Siemens,
Cisco and Panasonic technologies. The company
provides converged enterprise ICT services and
products including software, network components,
data centre solutions, end-user devices, consulting
and system planning and integration.
South Africa’s leading next-generation Internet
protocol network and a major player in the delivery
of voice services to corporate customers.

Nashua Mobile
Offers a complete range of post- and
prepaid products from all four
cellular networks. A range of devices
to supplement these services is
provided and includes cellular
handsets, mobile data modems,
laptops, tablets and accessories.
In-house developed products include
Xtreme Data, the Nashua Mobile
App, SMS Gateway, Click2Recharge,
SMS4Info and EasiSolutions.

Imports, markets, distributes
and retails business system
products and solutions under
the brands of Kyocera,
Panasonic, Pansolutions and
other leading brands. Focuses
mainly on office automation
and audiovisual
products.

Quince Capital
Trading as Quince
Capital and Nashua
Finance, Quince
Capital provides
asset-based financial
solutions to
Reunert-associated
office automation,
telecommunication
and upgradeable
technology suppliers.

Reutech Fuchs Electronics

Reutech Communications
Specialises in technologically advanced HF/VHF/UHF
secure tactical communication systems for the defence
environment. Products and services supplied are:
•
•
•
•
•
•
•

Soldier radio systems
Airborne radio systems
Ground-based radio systems
Fixed installation radio systems
Naval communications systems
Intra platform communication systems
Secure mobile services

Reutech Solutions
Focuses on the supply of turnkey solutions for:
• L ogistics engineering and support
• Weapon stabilisation and fire-directing systems
• Switching networks – providing managed
telecoms network infrastructure and support for
strategic industries
• Renewable energy solutions.

Capabilities include electronic
and precision mechanical
design and the high-volume
production of electromechanical assemblies.
Designs and manufactures the
internationally recognised
range of Fuchs electronic fuzes
and related defence products
for artillery, mortar, naval and
aircraft weapons’ applications.
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Highlights
“Investing in our businesses ensures their sustainability and is an
ongoing priority for the group.”
David Rawlinson, chief executive

Social

Environmental
ENERGY EFFICIENCY PROJECTS

INVESTING IN OUR PEOPLE
• R18 million on skills development
6 654 employees
• 	
4% staff turnover
• 	

No
fatalities
recorded in
the past three
years

gain momentum
CARBON FOOTPRINT

5,8 tonnes
of CO2e per Rm of revenue
NO MATERIAL ENVIRONMENTAL
RISKS IDENTIFIED
SOLAR TRACKER DEVELOPED
MORE OF OUR COMPANIES
FINALISE their

ISO 14001
ACCREDITATION
INVESTING IN OUR COMMUNITIES
• Social development spend up by 51% to
R15,4 million representing 1,4% of profit
for the year
• Enterprise development spend up by 28%
to R48,5 million

IMPROVED CDP DISCLOSURE
SCORE FROM 41% TO

83%
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Economic
Investing in our businessES:

R76,8 million
ON ACQUISITIONS

R64,2 million
ON RESEARCH AND DEVELOPMENT

R106,5 million
ON CAPITAL EXPENDITURE

2012 Focus areas

Status update

2013 Focus areas

Strategic acquisitions

Various opportunities identified and
evaluated

Continue process of finding suitable
acquisitions to enhance sustainable growth

Sustainable business models

Critical strategic review of business
models

Implement growth strategies and continue
to challenge business models

Diversity and transformation

All companies maintained or improved
on their BBBEE scorecards

Further improve on diversity and
transformation
Intensify focus on skills development
and employee equity

Engaging with stakeholders

Key focus was on employees,
customers and shareholders

Roll-out stakeholder engagement policy
and framework

Renewed focus on values-driven
behaviour

Re-emphasised ethical values within
individual companies

Intensify the drive to embed group-wide
values
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Non-executive directors

Trevor Munday (63)

Yolanda Cuba (35)

Appointed 1 June 2008 and as
chairman from 1 June 2009
• Strategic vision
• Corporate leadership
• Financial acumen

Appointed 1 January 2011
• Financial and investment expertise
• Empowerment and transformation
know-how
• Corporate leadership

Thabang Motsohi (65)
Appointed 1 June 2008
• Strategic expertise
• M
 anagement of change and
transformation
• Business leadership

Thandi Orleyn (56)
Appointed in 2007
• G overnment relationship
experience
• Corporate leadership
• Legal and administrative expertise

Rynhardt van Rooyen (63)
Appointed 1 November 2009
• Financial and governance
expertise
• Organisational leadership
• Broad management know-how

Johannes van der Horst (68)
Appointed in 1993
• Investment insight
• Corporate leadership
• U nderstanding of complex change
processes

Sean Jagoe (61)
Appointed in 2000
• Corporate finance expertise
• Corporate governance best
practise
• Remuneration policy

Brand Pretorius (64)
Appointed 22 February 2011
• Corporate and team leadership
• Marketing and customer expertise
• Strategic and risk analysis

68

Committee membership

9

Executive directors and
group executive committee

1

2

3

4

5

6

7

8

1. David Rawlinson (63)

2.	Andy Openshaw (48)

3.	Pat Gallagher (62)

4.	Mark Taylor (49)

Chief executive
	Appointed to the Board in
1992 and as chief executive
on 21 September 2011

	Managing director: Nashua
Communications
	

Executive director
	Appointed to the Board
in 1993

	Chief executive officer:
Nashua Mobile
	

5. Manuela Krog (43)

6.	Dave Coutinho (49)

7.	Alan Dickson (42)

8. Peter van der Bijl (56)

Financial director
	Appointed to the Board
21 September 2011

	Managing director: Nashua
Limited (Office Automation)
	

	Managing director:
CBI-electric: African Cables
and Low Voltage

	Chief operating officer:
Reutech


For full CVs go to www.reunert.co.za
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Chairman’s statement
In the 2012 financial year,
the Reunert group achieved
earnings growth in line with the
guidance given to stakeholders
in our 2011 Annual Integrated
Report. This was a satisfactory
result given that the trading
environment tightened further
from the already challenging
conditions experienced in the
previous financial year.
Trevor Munday / Chairman

Although revenues in most of our businesses were pressured, it is
pleasing to reflect on the steady performance of the group as a
whole. A combination of prudent cost management, a continuous
focus on productivity improvement and carefully selected
acquisitions showed considerable benefit. At the same time, and as
indicated last year, management continued to promote a
commitment to meeting our customers’ needs, innovation, sound
governance and a people-oriented culture.
After the management disruptions of late-2011, Reunert customers,
suppliers and staff rallied behind our newly-appointed chief
executive, Dave Rawlinson, and his executive team. It is a
consequence of their strong leadership, clarity of strategic intent and
focus on performance that both stability and acceptable results were
achieved, notwithstanding the poor trading conditions.
The group continued to generate healthy cash flows throughout the
year and our balance sheet and key financial indicators remain
robust. From this strong financial platform further growth
opportunities that are suitably aligned with our competencies, or
which are value-adding and strategically compatible extensions of
our existing businesses, are being sought.
By the end of the year under review, the dreadful events at Marikana
had happened and the South African economy, troubled further by
widespread and often violent strikes, was under significant pressure.
Anticipated national growth rates were lowered and international
rating agencies downgraded the country’s sovereign credit rating.
In turn, business and consumer confidence fell.
In the context of global economic weakness and uncertainty, it is
concerning that South Africa may lose its status as a premier
investment destination in Africa, while other countries on the
continent are showing stronger growth and garnering increased
international respect and investment. That our socio-economic
progress and our political and moral authority are being questioned

and the hopes of millions of South Africans are being eroded is a
cause of great concern.
As South Africans we need a new resolve to put our country first
and be intolerant of those who spend their energy and time in
fractious and destructive pursuits that serve narrow interests at the
expense of our nation.

Governance and sustainability
Mindful of our duty towards the company and all stakeholders, the
Board and its various committees maintained their focus on their
responsibilities. It is indeed pleasing that the range of knowledge
and experience of Board members combined effectively to ensure
sound governance and prudent stewardship.
At our 2011 annual general meeting (AGM), a comfortable majority
of our shareholders voted in favour of our remuneration philosophy.
However, following some criticism at the meeting of the policy and
our remuneration-related reporting, members of the Remuneration
Committee and most notably its chairman, Sean Jagoe, spent
considerable time during the year interacting with various
shareholders and experts in our quest to improve our approach to
remuneration.
Following consultation with and much-appreciated input
from various parties, the Remuneration Committee crafted
an amended remuneration philosophy. This was closely
scrutinised by the Board, and approved. We are satisfied that it
suitably aligns employee and shareholder interests and will provide
our management and staff with competitive rewards and incentives
to perform. We are confident that the amended remuneration
philosophy will be well received this year.
Stakeholders will recall that some concerns were expressed about
the severance payment made to our previous chief executive when
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he departed our employ under a mutual separation agreement in
September 2011. At our last AGM we advised that executive director
Gerrit Oosthuizen had also left under similar conditions. The 2012
report shows the severance payment involved which again is a
considerable sum of money.
While the Board respected and shared the concerns of our
stakeholders, these agreements and related payments were the
consequence of legacy contracts extended to executive directors
going back many years. The salient features of these contracts had
been disclosed in our previous annual reports. The quantum of the
payments made was neither a matter of discretion nor judgement
for the Board but simply a formula-driven contractual obligation.
It is pleasing that chief executive, Dave Rawlinson, and executive
director, Pat Gallagher, both voluntarily rescinded their rights to
their respective severance pay contracts immediately after these
two distressing cases. Similarly, financial director Manuela Krog,
who had recently joined Reunert, declined any continuing right
to such a contract. We thank each of them for having shown
exemplary leadership in this matter. Thankfully such contracts no
longer exist and our executive directors are granted their normal
rights under prevailing labour legislation.
We are fortunate to have highly committed employees
across the group. Regrettably, in transforming our most
senior management levels, we have not made the
progress we aspire to although we have a significant pool of black
talent in junior management, representing a pleasing 55% of our
managers in that category. In this past year, we introduced a
qualifier into our short-term incentive scheme whereby bonuses
cannot be earned if agreed transformation targets are not met.
This qualifier emphatically signalled the Board’s intent with
regard to the strategic importance of accelerating the group’s
transformation progress.
We are pleased that this intervention is beginning to achieve the
desired results although the benefits will only manifest themselves
in due course as our black talent escalates in our various
businesses. Nevertheless, we need to increase our efforts especially
in promoting a corporate culture that supports diversity and the
retention of the diverse skills, perspectives and capabilities we need
to succeed into the future and ensure our moral licence to operate.
Adopting a longer-term view, the mounting concerns of experts
about the deteriorating state of the South African basic education
system need to be heeded. Adjusting pass rates and curricula at
various levels of the education system to levels not commensurate
with being a winning nation poses a growing risk to our country’s
future competitiveness and ability to achieve its economic
objectives. At Reunert College, which aims to bridge the gap
between secondary and tertiary education, we have noted a gradual
decline in recent years in the preparedness of the students we enrol.
Nevertheless, the College continues to serve a wonderful purpose.
As we reported last year, an independent survey alerted us to areas
for improvement in some of the College’s activities. Again this past
year, we learned of other aspects of the curriculum that require
enhancement and further steps are being taken to improve matters
accordingly.

Mindful of our obligations towards the environment and the
communities in which we operate, this year the Board adopted a
group-wide environmental policy. Environmental champions were
appointed in all our businesses and, towards year-end, the accuracy
and robustness of our environmental data capturing was addressed.
No major environmental risks have been identified. However, we
are cognisant of the sentiments expressed by stakeholders that we
should strive for improvements in this area. We anticipate reporting
on further improvements at the end of the new financial year.
Last year, we reported our intention to enhance Reunert’s federal
business model by retaining all the positive aspects of our
decentralised structure and strengthening it by centrally
synchronising group-wide values, governance policies, procedures
relating to our brands, as well as the effectiveness of our risk
management, human resources and financial and accounting
functions. We have made advances in many aspects of these critical
areas but we still have much to do.
An important step was to form a Group Executive Committee with
clearly delegated authority consisting of the most senior leaders of
Reunert. This committee replaced the previous senior leadership
committee, which was much larger and more of a communication
and information-sharing forum than a body with declared authority.
The latter committee will, however, be retained as a vital
communication medium for leaders throughout the group.
During the year our risk management processes were further
enhanced and are now deeply embedded into our various
operations. Furthermore these processes form an integral part of our
management philosophy. At a group level, the key risks facing the
group are closely monitored and we ensure that the appropriate
steps are being taken continuously to mitigate the possibility of their
occurrence or to eliminate their impact.
Financial management and accounting functions throughout the
group worked effectively under financial director Manuela Krog’s
strong leadership, and the Audit Committee and Board are satisfied
with both the integrity and usefulness to stakeholders of our
financial reporting. External and internal audit confirmed through
their respective assurance processes that generally high standards
were maintained. In terms of integrated reporting, this 2012 Annual
Integrated Report is our second effort. We trust it shows our
commitment to both transparency and continuous improvement and
that it will be well received.

Strategy
During the year, the Board undertook a major strategic
review of all Reunert’s businesses. The group has a broad
range of businesses linked primarily by their involvement
in electronic-related industries. They are dependent on an array of
technical skills and experience for their success and serve a
multiplicity of markets, inevitably facing differing challenges in each
of them. While their strategies and competitive approaches differ as
a result, the basic tenets of being responsible corporate citizens,
providing consistent quality and anticipating and meeting
customers’ requirements apply to all our business units.
The Board was satisfied with the rigour management applied in
preparing and presenting the strategies for our various businesses.
Probing questions were asked and, where considered necessary,
changes were made or emphasis was heightened. Predictably,
some businesses face greater challenges going forward than others
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CHAIRMAN’S statement continued

Certainly, strategy review
and focus have received
unprecedented priority in the
past year and will stand the
group and all its businesses
in good stead in the
years ahead.

and the Board will monitor their progress closely. However,
notwithstanding these varying challenges, the management teams
clearly understand the strengths and weaknesses of their different
businesses and the risks that need to be mitigated in pursuit of their
many exciting opportunities.
Certainly, strategy review and focus have received unprecedented
priority in the past year and will stand the group and all its
businesses in good stead in the years ahead.

Prospects
A thriving and active investment destination or business sector
requires, among other imperatives, an acceptable measure of
economic, social, political and regulatory certainty. In an already
uncertain world, the recent events in our country have created a
difficult business environment. As a result, it is difficult to speak of
prospects in the year ahead with confidence.
We assure our stakeholders that we will continue to act with
prudence and foresight. We will continue to uphold the fine
standards that underpin Reunert and have served it well over the
last few difficult trading years. Both management and the Board are
mindful of their responsibilities in this regard. We shall, of course,
pursue and plan for earnings growth.

Appreciation
I thank the members of the Board for their wisdom and muchappreciated counsel. I am grateful for their strong commitment to
serving Reunert and thankful that their individual and collective
contributions this past year have ensured stability and success in
difficult times. I compliment Dave Rawlinson, Pat Gallagher and
Manuela Krog, together with the members of our senior leadership
team, for their decisive leadership. They are a fine team.
It is necessary specifically to record our appreciation for the manner
in which Dave stepped into the role of CEO at the end of last year.
Dave brought much-needed stability to Reunert and has continued
to work very hard since his appointment. The timing of Dave’s
retirement will be a matter of mutual agreement between him and
the Board. It is likely to happen sometime from 2014 onwards and
we believe that by then we will have internal candidates who will be
ready to assume the role of leading the group.
Pat Gallagher will retire early in 2013. He has been a stalwart of
Reunert for many years and his contribution to our activities and
many successes is admired and appreciated. We thank him for the
value he has added at Reunert and wish him and Judy a long,
healthy and happy retirement.
After serving three years as an independent non-executive director,
Kholeka Mzondeki resigned on 19 November 2012 from the Reunert
Board and as member of the Audit Committee and the Social, Ethics
and Transformation Committee. We will miss her insight and wish
Kholeka well in her future endeavours.
On behalf of the Board, I thank all the employees of Reunert for
their efforts this past year. They represent the true value of Reunert
and we salute them. In turn, on behalf of the Board and our people,
I thank our customers for their on-going support. We assure them of
our determination to meet their requirements with solutions that add
competitive value. Finally, we thank our many partners and
suppliers for sharing in our pursuit of lasting and sustainable value.

Trevor Munday / Chairman
19 November 2012
Sandton
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Chief executive’s report
growth. Despite these many constraints, the group ended the year
in good health and is well placed to leverage a number of
opportunities. Reutech produced stellar results, while Nashua and
CBI-electric succeeded in managing adverse, often deteriorating,
economic and market conditions well.

Overview of the group’s performance
Revenue increased this year by 7% from R10,9 billion to R11,7 billion.
Operating profit increased 10% to R1,5 billion. Normalised headline
earnings per share rose 9% to 644 cents. This year market
conditions in the electrical sector were such that CBI-electric’s
contribution to profits was static. The contribution by our Nashua
businesses was marginally up with very good performances coming
from Nashua ECN, Nashua Communications and Quince Capital,
our finance company. As has so often been the case, the diverse
nature of our group’s operations illustrated Reunert’s strength in
challenging circumstances with Reutech increasing its operating
profit by 209%. This gave us the ability to produce growth in spite
of market conditions.

David Rawlinson / Chief executive

2012 was a challenging year
for the group. The first half
of the year started off with
strong demand from most of
our markets but this demand
slowed down markedly during
the second half of the year.
Overall, the performance of the group was in line with expectations
with most of the group’s operations recording solid performances.
At corporate level Reunert achieved important progress on its
journey towards creating lasting value for all stakeholders,
syncronising synergies between the various parts of the whole
and creating a basis for sustainable growth.
Market conditions in all the segments in which we operate remained
challenging. Consumer and manufacturing sentiment was
restrained; infrastructural spend did not live up to expectations, and
with some exceptions, there were few areas for meaningful revenue

Nashua
Nashua’s results were impacted by lower revenues at
Nashua Mobile due to the interconnect rate cuts and the
decline in our LCR business, which have steadily eroded
this operation’s income and profit. The successful integration of ECN
proved the strategic value of this investment and there is no doubt
that its contribution to Reunert’s performance will continue to grow
in the next number of years. Office automation returned a solid set
of results with a small improvement in operating income mainly due
to the franchises that were purchased in the latter half of 2011.
Nashua’s drive to develop its converged voice and data service has
been enhanced with the merger of Nashua ECN and Nashua
Communications on 1 October 2012. The combination of Nashua
Communications local area networks and PBX voice capability with
Nashua ECN’s VoIP and data expertise, together with its national
VoIP wide area network, can provide our 25 000 customers with
their total communication and networking requirements. We now
offer premises-based, hybrid or cloud converged solutions. With the
acquisition of KSS Technologies we are now a gold certified
Cisco partner with significant reference sites. Customers have
over 600 highly skilled staff designing, installing, servicing and
maintaining our growing base. During October 2012 more than
75 million minutes of voice traffic was billed on Nashua
ECN’s VoIP network with in excess of 140 customers being
added each month.

ANNUAL INTEGRATED REPORT 2012

14

LEADERSHIP review

CHief executive’S REPORT continued

As predicted, Nashua Mobile’s LCR business reduced significantly
during the year. The 99 cent a call offering from Cell C has provided a
revived LCR opportunity to our smaller LCR customers. On the
positive side we were able to migrate a meaningful number of
LCR customers onto Nashua ECN’s VoIP network and this contributed
to Nashua ECN’s growth in customer numbers and network minutes.
The Nashua Mobile team was pleased to have Mark Taylor join
them from Vodacom. The team embraced the refocusing of the
business. The main drive in the business is to improve customer
service levels, which will enable us to reduce churn and grow our
customer base. A number of new opportunities to increase our retail
presence by appointing major retail outlets as channel partners are
being negotiated. We are confident that these initiatives will enable
Nashua Mobile to achieve its growth targets.

CBI-electric
CBI-electric had a sound start to the year but markets started
slowing down from the second quarter of the financial year.
The mining sector has been constrained especially during the latter
half of our financial year, mainly due to strike action and lower
commodity prices. The muted rollout of state infrastructure spend
and the delays in the finalisation of the renewable energy projects
together with low levels of activity in the residential and commercial
sectors resulted in our electrical businesses performing at the same
level as that achieved in the previous financial year.
We were successful in receiving a number of long-term cable supply
contracts from our major customers which, together with Eskom’s
transmission network expansion, will ensure cable volumes are
maintained. Cable volumes will be further boosted by the renewable
energy construction programme, which was recently finalised with
the Department of Energy.
Our electrical protection business, CBI-electric: Low Voltage, continued
to face difficult market conditions locally. The export markets held up
well and the weaker rand helped margins to improve.
We continued to invest in our services business. The
maintenance side of the business is growing, which
provides us with insight into the requirements of our
customers. The acquisition of Tank Industries, a cable accessories
business, has added to our product offering and has had a positive
effect on our performance.

Reutech
Reutech produced a very good performance this year with all
operations performing ahead of expectations.
Reutech has continued to invest in developing and
upgrading its product sets and enhancing its capabilities.
Our anchor customer, the South African National Defence
Force, has been a major supporter of our research and product
development since our inception and we look forward to their
continued support. More recently the group’s development
investments have focused on commercial product. The mining
surveillance radar (MSR) has had another successful year with our
market share and market penetration increasing. The development
of the MSR modular version, which allows customers flexibility in
design, was completed in July this year and has been well received
by the market. We continued to develop our solar tracker that
enables the photovoltaic panels it houses to be optimally aligned to
the sun from dawn to dusk, enhancing the performance of the solar

panels. With the sign off of the first window of the renewable energy
programme by the Department of Energy, we have now received
our first order for 1 500 solar trackers, which will be installed in
Touws River during the next 18 months.
We acquired the SAAB Grintek high frequency tactical radio
business from 1 September this year. This now gives Reutech
Communications a complete range of tactical radios with an HF,
VHF and UHF offering. The range includes radios for ground forces,
vehicles and aircraft, including all the management and harness
systems. In the process we have also more than doubled our
installed base and number of customers.
We continued to develop our set-top box and believe that we have,
with our partners Divitech, put in a very strong bid for the supply of
set-top boxes for the terrestrial digital migration that the authorities
are rolling out over the next two to three years. Current indications
are that the final awards will be made by the end of this calendar
year. We believe that with the convergence of telecommunications
technologies the set-top box and enhancements that will be offered
will open up new markets for the group.

Our business model
Maintaining our leadership in technology, skills and branding is
essential to our group’s long-term sustainability. Of similarly
significant importance is our ability to identify and manage external
and internal factors that impact on our licence to operate and our
impacts on society and the environment. I am pleased to report that
we have made good progress on our environmental management this
year. As noted by our chairman, the Board has assumed ownership of
our new environmental policy and its implementation has been
enthusiastically endorsed by our businesses. A number of operations
finalised their preparations for the ISO 14001 environmental
certification and energy efficiency projects are receiving attention.
On risk management, major strides were made; we now have in
place robust risk identification and management policies and
procedures that compare favourably with best practice.
We acknowledge our responsibility to identify, nurture
and develop talent across all race groups in order to grow
the technical and managerial skills upon which the future
of a business such as Reunert depends. We also appreciate that
transformation is a non-negotiable business imperative and all
members of our management teams have been made well aware of
the fact that they are expected to attach the highest priority to
employment equity when promotions or appointments are made to
management positions.
Meeting pre-determined BBBEE targets was a precondition for
executive bonus payments this year. On a positive note, several
of our businesses improved their BBBEE ratings this year. I am
confident that further progress will be made in the coming years.
Reunert’s depth of management talent, at both the corporate and
operational levels, was evidenced by the fact that our businesses
performed under trying conditions. Market share was retained in the
face of mounting competition and, in most cases margins were
protected and even grown. This was an all-round performance from
a talented and committed team.
This year our businesses worked hard to improve their relationships
with customers and their channel partners. Nashua Mobile made a
significant investment in upgrading its information technology
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infrastructure, which is expected to translate into much improved
customer service.
During the latter part of the year, a new Reunert Group Executive
Committee was constituted. This Committee will, I believe, ensure
more dynamic, more inclusive leadership for Reunert.

Overview of the opportunities
for the year ahead
Despite operating under the most demanding of circumstances,
Reunert’s businesses succeeded in returning profits and in building
their capacity to keep creating ongoing, sustainable value. Major
investments were made by all of our businesses in their core
intellectual property and skills, in their brands and, perhaps most
importantly, in their relationships with customers and their
channels. Investing in our businesses ensures their sustainability
and is an ongoing priority for the group. Driving businesses for
short-term profit growth is not sustainable for our businesses
in the long term.
The ECN purchase has already proven its worth in a converged
data/voice communications universe and will be instrumental in
positioning Nashua for an exciting future which we intend growing
aggressively. Nashua ECN (now an integral part of the new Nashua
Communications) has an unrivalled VoIP capability which we
anticipate will benefit all businesses within the Nashua fold.
Nashua Office Automation has undertaken investments that will
ensure its offerings remain not only relevant but also compelling.
Nashua Mobile has revisited its product offerings and customer
focus and enters the new year with a new leader and a focused
management team with the necessary ability to sustainably grow
this business.
Reutech’s successes in the year are a harbinger of things to come
over the next five years and beyond. The business is extremely well
positioned to exploit any upturn in national defence force spending
on essential products. In addition, the investment we have made in
developing our set-top boxes, mining products and renewable
energy products should be rewarded in the year ahead. The group
and Reutech particularly have an unrivalled capability, which
includes manufacturing and installation capacity, to service the
renewable energy sector. The signing of the first power purchase
agreements under the South African Refit project at the beginning of
October launched the first round of 28 projects to produce
renewable energy. The capital expenditure to be undertaken will be
in the order of R47 billion (of which R18 billion will be local spend).
This will produce 1 415 MW at an average cost of R33/Watt.

A number of acquisitions are currently under
consideration and will be pursued if, after detailed
analysis, we believe that they will be value accretive
and, in the long-term, add value to the group offering.
I am satisfied that we now have in place the systems, management,
technical expertise and market leadership, as well as the shared
vision necessary to keep creating sustainable growth.

Appreciation
Reunert management and staff deserve my thanks and
congratulations on a job well done. Similarly, I must acknowledge
the role played by chairman Trevor Munday and our Board of
Directors.
The effort put into the newly constituted Social, Ethics and
Transformation Committee and the time and guidance given by the
members of our Remuneration Committee in developing our
remuneration philosophy and share incentive plan, is much
appreciated. The Investment Committee met formally on three
occasions in the year under review to debate and to consider
acquisition opportunities for the group. Their drive and insight has
been invaluable.
That our group has weathered stress and adverse operating
conditions successfully is testimony to the depth and strength of
leadership we continue to enjoy. It is thanks to the efforts of all
these individuals that we embark on another challenging financial
year with cautious optimism.

David Rawlinson / Chief executive
19 November 2012
Sandton

CBI-electric: African Cables has invested in capacity to meet the
requirements of Eskom’s sizeable and inevitable investment in
power distribution flowing from its new power generation build
programme and the imperatives of government’s Integrated
Resource Plan. It is anticipated that major contracts to meet this
need will be awarded in the new year and, with its local content,
brand strength and expertise we are confident that African Cables
will obtain a significant share of this business.
Low Voltage’s export performance in the past gives good reason to
believe that this business will remain a sustainable contributor to
profits and will be able to leverage any upturn in the domestic and
commercial building sector.
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Financial director’s report
The purpose of this report is
to provide further insight into
the financial performance of
the Reunert Limited group,
while not repeating matters
already comprehensively
dealt with elsewhere in the
integrated report.
This report should be read in conjunction with the abridged audited
consolidated financial statements, as well as the annual financial
statements, which are available on our website.
Manuela Krog / Financial director
Audited annual financial statements

Financial performance
The current financial year started with strong demand across most
of our portfolio, but the volatility and uncertainties within both the
global and local economies caused a significant slow-down in the
second half of the financial year.
Revenue increased by 7% from R10,9 billion to R11,7 billion, whilst
overall the group delivered a respectable performance, reporting
a 9% increase in normalised headline earnings per share to
644,4 cents per share.
As is consistent with prior periods, an adjustment is made to
headline earnings to arrive at normalised headline earnings to take
account of the imputed minority share of profits earned by our BEE
minority shareholders. In terms of IFRS, the risks and rewards of
ownership related to these shares has not been transferred as there
are outstanding loans, resulting in a full consolidation of profits by
the Reunert group.

Financial position
One of our greatest strengths, and a key component of our ongoing
development, is our financial health. The group’s balance sheet
remains robust with a net asset value per share of R27,32 versus
R24,01 in the prior year. The group has equity of R4,4 billion, and
negligible levels of debt. We are therefore in an excellent financial
position to consider acquisitions and to support our operations in
executing their growth strategies.
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Investment in future capacity for our businesses comprised
acquisitions of businesses of R76,8 million, capital expenditure
of R106,5 million and research and development of R64,2 million.
Of the total spent on research and development, R30,5 million
was funded by the Reunert group.

Dividends
Reunert continues to have strong cash flows and, accordingly, the
group is able to continue paying attractive dividends.

Cash flow
Reunert prides itself on its efficient asset base and this, combined
with its performance oriented operations results in reported profits
being underpinned by strong cash flows. Our closing cash balance
of R621 million is presented after the use of internal cash resources
to fund the Quince asset rental book.
Operating cash flows were adversely affected by a change in the
Nashua Mobile market space, which has seen the business
providing funding to customers for the acquisition of high-end smart
phones and tablets. These amounts are recovered, via subscriptions,
over the contract period. The funding of these devices has resulted
in a cash outflow of R105 million.
Net cash of R76,8 million was used for acquisitions in the current
year, whilst the settlement of vendor liabilities related to the prior
year acquisitions of ECN and two Nashua franchises, resulted in an
outflow of R91,5 million.

Investment of surplus cash in Quince
asset rental book
Under conventional models, the Quince asset rental book would be
financed by external long-term borrowings. However, given that the
group currently has cash balances in excess of its working capital
requirements, the investment of this surplus in the Quince Capital
book provides a favourable return on the cash balances at the
present time.
It is not Reunert’s long-term intention to fund the book
internally and the company will continue to evaluate
acquisitions and investment into our existing businesses
which, if successful, will utilise a portion of the available cash.
At financial year-end R1,2 billion (2011: R1,1 billion) was used by
Quince Capital to fund its book.

Key financial risks
Global economy
We expect that the economic conditions will continue to be
challenging in the short to medium term. As such, our businesses
are expected to remain under pressure in terms of their levels of
activity and profitability. However, our operations remain cash
generative and sound.

Exchange rates and commodity price
movements
Volatility with regard to commodity prices and currency are two
financial risks that are continuously managed by the group. In the
current year we have seen a fairly stable copper price in South
African rand terms and a significant weakening in the rand against
all major currencies.
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FINANCIAL DIRECTOR’S REPORT continued
Geographic split of institutional shareholders

15%
Total
American
holding

5%
Total
European
holding

1%
47%

Total
Middle East
Asia/Pacific
holdings

Total African
holding

The group actively monitors its exchange risk and commodity price
risk on an on-going basis. Forward cover is taken on foreign
exchange exposures while factoring in the impact of natural hedges
that exist within the operations. Overall, the management of the
exposure is based on price sensitivity, competitor practices, trading
terms with customers, volatility and timing.
Potential exposures arising from exports are actively managed on a
day-to-day basis. Advance payments are utilised to purchase
materials, where contractually required, for export orders and the
balance is held in customer foreign currency bank accounts. Cover
is taken in the form of forward exchange contracts, zero cost collars,
or currency options, where such cover is deemed appropriate.

Credit risk oF customers
The difficult market conditions have increased the risk of bad debts
across our portfolio of companies. Credit-vetting systems and
processes have been enhanced and the monitoring of ageing of
debtors is a priority. To date we have not seen an increase in bad
debt levels, but remain vigilant with regard to this risk, both at an
operational level and at head office.

Key focus
Reunert has historically managed its operations with a very specific
focus on earnings growth and cash flow generation. Although this
remains a priority, we, as a group, need to focus on the investments
required to sustain our leadership in technology, skills and market share.

Shareholder analysis
The current year saw a 17% improvement in the Reunert share
price, which traded at R68,95 at year-end versus R58,85 at

30 September 2011. Though trading activity decreased with
89,6 million shares traded (2011: 106,5 million), market
capitalisation net of treasury shares improved to R11,2 billion
(2011: R9,5 billion).
Fund managers and investors have an active interest in the group,
due to its exposure to infrastructure spending through its electrical
operations, its strong balance sheet and attractive dividend yield.
In the current year there was an increased interest from foreign
shareholders, specifically fund managers based in North America.
As a consequence, 31% of our institutional shareholder base is
now offshore.

Going concern assumption
The Board has formally considered the going concern assumption
for the Reunert group and is of the opinion that it is appropriate for
the forthcoming year.

Conclusion
The current year has been challenging. However the strategic
initiatives in place, combined with the resilience of our current
businesses, will stand the group in good stead in the
forthcoming year.

Manuela Krog / Financial director
19 November 2012
Sandton
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Value-added statement

2012
Rm
Revenue
Paid to suppliers for materials and services

%

2011
Rm

%

10 922,7
6 946,8

11 662,2
7 762,6

% Change
2012
over 2011
7
12

Value added
Income from investments

3 899,6
52,5

99
1

3 975,9
47,5

99
1

(2)
11

Total wealth created

3 952,1

100

4 023,4

100

(2)

1 680,9
577,4
10,7
975,9
63,9

43
15
24
2

1 568,5
498,5
6,6
933,0
40,7

39
12
1
23
1

7
16
62
5
57

Distributed as follows:
Employees
Providers of capital
Providers of debt
Payments to government
Socio-economic development
Retained in the group to develop future
growth
Total wealth distributed
Employee statistics
Number of employees at year-end
Turnover per employee at year-end
Value added per employee at year-end
Wealth created per employee at year-end

643,3

16

976,1

24

(34)

3 952,1

100

4 023,4

100

(2)

6 654

6 324

1,8
0,6
0,6

1,7
0,6
0,6
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Condensed audited segmental analysis

2012
Rm

%
of total

%
change

2011
Rm

%
of total

3 634,3
7 218,3
805,7
3,9

31
62
7
–

9
4
26
30

3 336,0
6 927,5
639,3
3,0

30
64
6
–

Total operations
NSN

11 662,2
–

100

7

10 905,8
16,9

100

Revenue as reported

11 662,2

7

10 922,7

%
of total

%
change

2011
Rm

%
of total

39
55
10
(4)

–
6
209
5

592,1
794,2
48,7
(60,5)

43
58
3
(4)

100

11

1 374,5
16,9

100

10

1 391,4

Revenue1
CBI-electric
Nashua
Reutech
Other

1	Inter-segment revenue is immaterial and has not been separately disclosed.

Operating profit
CBI-electric
Nashua
Reutech
Other

2012
Rm
592,9
838,6
150,5
(57,4)

Total operations
NSN

1 524,6
–

Operating profit as reported

1 524,6

2012
Rm

%
of total

2011
Rm

%
of total

CBI-electric
Nashua
Reutech
Other1

1 515,2
4 101,6
598,2
373,0

23
62
9
6

1 580,8
3 847,7
355,7
322,1

26
63
6
5

Total assets as reported

6 588,0

100

6 106,3

100

Total assets

1 Included in Other are bank balances of R206,4 million (2011: R224,7 million) held by the group’s treasury.
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Supplementary audited information

2012

2011

Net worth per share (cents)
Current ratio (:1)
Net number of ordinary shares in issue (million)

2 732
2,1
162,6

2 401
1,8
161,6

Number of ordinary shares in issue (million)
Less: BEE Shares (million)
Less: Treasury shares (million)

200,3
(18,5)
(19,2)

199,3
(18,5)
(19,2)

Capital expenditure

106,5

99,4

– expansion
– replacement

79,9
26,6

62,6
36,8

Capital commitments in respect of property, plant and equipment

78,3

57,1

– contracted
– authorised not yet contracted

16,5
61,8

7,2
49,9

Commitments in respect of operating leases

99,2

170,0

Rm (unless otherwise stated)

Currency conversion table
To assist investors, the table below gives the approximate value of R1,00 against selected currencies at 30 September:

US dollar
Pound sterling
Swiss franc
Japanese yen
Euro
Australian dollar

2012

2011

0,1208
0,0745
0,1131
9,3796
0,0935
0,1160

0,1234
0,0792
0,1114
9,4802
0,0916
0,1270
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Condensed audited group income statement
for the year ended 30 September 2012

2012

%
change

2011

11 662,2

7

10 922,7

1 629,7
31,0

11

1 472,7
40,5

1 660,7
136,1

10
12

1 513,2
121,8

1 524,6
41,8
–

10
2

1 391,4
40,9
346,4

Profit before taxation
Taxation

1 566,4
483,8

(12)
14

1 778,7
425,9

Profit after taxation

1 082,6

(20)

1 352,8

Profit attributable to:
Non-controlling interests
Equity holders of Reunert

15,9
1 066,7

1
(20)

15,7
1 337,1

Rm

Notes

Revenue
Earnings before interest, taxation, depreciation, amortisation,
other income and dividends
Other income
Earnings before interest, taxation, depreciation and amortisation
(EBITDA)
Depreciation and amortisation

1

Operating profit
Net interest and dividend income
Abnormal items

2

Basic earnings per share (cents)
Diluted earnings per share (cents)

3&4
3&4

658,2
654,2

(19)
(19)

809,0
803,3

Headline earnings per share (cents)
Diluted headline earnings per share (cents)
Normalised headline earnings per share (cents)
Normalised diluted headline earnings per share (cents)
Cash dividend per ordinary share declared (cents)

3
3
3
3

658,3
654,3
644,4
640,5
370,0

10
10
9
9
12

598,3
594,1
590,0
585,9
330,0

2012

2011

Profit after taxation
Other comprehensive income, net of taxation:
Losses arising from translating the financial results of foreign subsidiaries
Gain on disposal of investment recycled to income statement
Effective portion of gains on hedging instruments
Income tax relating to components of other comprehensive income

1 082,6

1 352,8

–*
–
–
–

–*
(348,6)
4,2
(1,2)

Total comprehensive income

1 082,6

1 007,2

Total comprehensive income attributable to:
Non-controlling interests
Equity holders of Reunert

15,9
1 066,7

15,7
991,5

&
&
&
&

4
4
4
4

Condensed audited group statement
of comprehensive income
for the year ended 30 September 2012

Rm

* Nil due to rounding.
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Condensed audited group balance sheet
at 30 September 2012

2012

2011

706,8
707,0
64,3
1 066,5
33,3

702,0
654,9
46,1
965,9
32,2

Non-current assets

2 577,9

2 401,1

Current assets
Inventory and contracts in progress
Accounts receivable, derivative assets and taxation
Cash and cash equivalents

969,3
2 343,9
696,9

885,5
2 176,7
643,0

Current assets

4 010,1

3 705,2

Total assets

6 588,0

6 106,3

Equity attributable to equity holders of Reunert
Ordinary
Preference

4 441,7
0,7

3 879,7
0,7

Non-controlling interests

4 442,4
56,1

3 880,4
55,2

Total equity

4 498,5

3 935,6

127,4
25,4

99,6
0,7

Rm
Non-current assets
Property, plant and equipment and intangible assets
Goodwill
Investments and loans
Accounts receivable
Deferred taxation

Non-current liabilities
Deferred taxation
Long-term borrowings

Notes

6
7

8

152,8

100,3

Current liabilities
Accounts payable, derivative liabilities, provisions and taxation
Bank overdrafts and short-term portion of long-term borrowings (including finance leases)

1 860,1
76,6

1 984,9
85,5

Current liabilities

1 936,7

2 070,4

Total equity and liabilities

6 588,0

6 106,3

Non-current liabilities
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Condensed audited group statement
of changes in equity
for the year ended 30 September 2012

2012

2011

200,3
42,5

140,9
59,4

Balance at the end of the year
Share-based payment reserve
Balance at the beginning of the year
Share-based payment expense and deferred taxation thereon

242,8

200,3

751,0
15,9

732,4
18,6

Balance at the end of the year
Equity transactions with BEE partner and non-controlling shareholder
Balance at the beginning of the year
Acquisition of non-controlling interest

766,9

751,0

(35,3)
0,4

(35,3)
–

(34,9)
(276,1)

(35,3)
(276,1)

(1 253,6)
–

(125,7)
(1 127,9)

(1 253,6)

(1 253,6)

3,9
–

12,8
(8,9)

3,9
(2,8)

3,9
(2,8)

4 493,0
1 066,7
–
(563,5)

3 641,3
1 337,1
8,9
(494,3)

4 996,2

4 493,0

4 442,4

3 880,4

Rm
Share capital and premium
Balance at the beginning of the year
Issue of shares

Balance at the end of the year
BEE shares1
Treasury shares
Balance at the beginning of the year
Purchases made during the year
Balance at the end of the year
Non-distributable reserves
Balance at the beginning of the year
Transfer to retained earnings
Balance at the end of the year
Foreign currency translation reserves
Retained earnings
Balance at the beginning of the year
Profit after taxation attributable to equity holders of Reunert
Transferred from non-distributable reserves
Cash dividends declared and paid
Balance at the end of the year
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
Acquisition of non-controlling interest
Non-controlling interest introduced
Other
Balance at the end of the year
Total equity at end of the year

55,2
15,9
(13,9)
(1,1)
–
–

37,9
15,7
(4,2)
–
2,0
3,8

56,1

55,2

4 498,5

3 935,6

1	These are shares held by Bargenel Investments Ltd (Bargenel), a company sold by Reunert to an accredited BEE partner in 2007. Until the amount owing by the BEE partner
is repaid to Reunert, Bargenel is to be consolidated by the group as the significant risks and rewards of ownership of the equity have not passed to the BEE partner.
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Condensed audited group cash flow statement
for the year ended 30 September 2012

Rm

2012

2011

EBITDA
(Increase)/decrease in net working capital
Other (net)

1 660,7
(398,9)
26,2

1 513,2
47,7
(1,6)

Cash generated from operations
Net interest and dividend income
Taxation paid
Dividends paid (including to non-controlling shareholders)

1 288,0
41,8
(447,2)
(577,4)

1 559,3
40,9
(438,8)
(498,5)

Net cash flows from operating activities
Net cash flows from investing activities

305,2
(291,2)

662,9
484,7

Capital expenditure
Net cash flows from acquisition of businesses
Net proceeds on disposal of investment in NSN
Payment of outstanding purchase consideration for prior year acquisitions
Non-current loans granted
Other

(106,5)
(76,8)
–
(91,5)
(28,5)
12,1

(99,4)
(213,6)
791,2
–
–
6,5

Net cash flows from financing activities

42,1

(1 768,9)

Shares issued
Shares repurchased
Repayment of Quince long-term borrowings
Other

42,5
–
–
(0,4)

59,4
(1 127,9)
(699,9)
(0,5)

Increase/(decrease) in net cash resources
Net cash resources at the beginning of the year

56,1
564,6

(621,3)
1 185,9

Net cash resources at the end of the year

620,7

564,6

Cash and cash equivalents
Bank overdrafts

696,9
(76,2)

643,0
(78,4)

Net cash resources at the end of the year

620,7

564,6
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Notes to the condensed audited annual
financial statements
2012

Rm

1

Other income and EBITDA
EBITDA is stated after:
– Cost of sales
– Other expenses excluding depreciation and amortisation
– Other income
– Realised loss on foreign exchange and derivative instruments
– Unrealised gain on foreign exchange and derivative instruments

2

8 130,9
1 915,8
31,0
(0,1)
14,3

7 683,0
1 773,4
40,5
(2,9)
9,3

52,0
(10,7)
0,5

46,9
(6,6)
0,6

41,8

40,9

Weighted average number of shares in issue 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)

162,0
1,0

165,3
1,1

Weighted average number of shares used to determine diluted basic, diluted
headline and diluted normalised headline earnings per share (millions)

163,0

166,4

Profit attributable to equity holders of Reunert
Headline earnings are determined by eliminating the effect of the following
items from attributable earnings:
Gain on disposal of NSN
Net gain on disposal of property, plant and equipment and intangible assets
(after tax charge of R0,4 million (2011: R0,6 million))
Gain on change of shareholding in investment (after tax charge of Rnil)
Impairment charge recognised for property, plant and equipment (after tax charge of R0,5 million)

1 066,7

1 337,1

–

(346,7)

Headline earnings

1 066,8

988,9

Headline earnings (refer to note 4.1)
It is the group’s policy to determine normalised headline earnings by eliminating the effect of the
following items from attributable headline earnings:
BEE share of headline and normalised headline earnings adjustments
Net economic interest in profit attributable to all BEE partners (refer to note 5)

1 066,8

988,9

Normalised headline earnings

1 044,3

975,1

22,2
107,7

13,8
77,3

Net interest and dividend income
Interest income
Interest expense
Dividend income
Total

3

4.1

2011

Number of shares used to calculate earnings per share

Headline earnings

(1,0)
(0,3)
1,4

(1,5)
–
–

#

4.2 Normalised headline earnings (unaudited)

5

(0,3)
(22,2)

–
(13,8)

BEE transactions# (unaudited)
It is the group’s policy that where the significant risks and rewards of ownership in respect of equity
interests have not passed to BEE partners, these are not recognised as non-controlling interests.
Had the non-controlling interests been recognised, the effect would be the following:
– Net economic interest in current year profit that is attributable to all BEE partners
– Balance sheet interest that is economically attributable to all BEE partners

#	
The unaudited 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 unaudited 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 underlying information used in the preparation of the unaudited pro forma financial information has been prepared using the relevant group accounting policy. The
amounts of the adjustments are consistent with the amounts recorded under International Financial Reporting Standards.
	The adjustments are expected to continue until such time as risks and rewards of ownership transfer to the BEE partners.
	The directors of the group are responsible for the compilation, contents and preparation of the unaudited pro forma financial information. Their responsibility includes
determining that the unaudited pro forma financial information has been properly compiled on the basis stated; the basis is consistent with the accounting policy
of the group; and the pro forma adjustments are appropriate for the purposes of the unaudited pro forma financial information disclosed in terms of the JSE
Listings Requirements.
	The unaudited pro forma financial information should be read in conjunction with the Deloitte & Touche unmodified independent reporting accountants’ report thereon,
which is available for inspection at Reunert’s registered office.
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2012

2011

Carrying value at the beginning of the year
Acquisition of businesses (refer to note 9)
Adjustment to goodwill on finalisation of acquisitions made in the prior year

654,9
44,0
8,1

492,1
162,8
–

Carrying value at the end of the year

707,0

654,9

Loans – at cost
Other unlisted investments – at cost

62,6
1,7

44,5
1,6

Carrying value at the end of the year

64,3

46,1

25,8
(0,4)

7,7
(7,0)

25,4

0,7

Rm

6

7

8

Goodwill

Investments and loans

Long-term borrowings
Total long-term borrowings (including finance leases)
Less: short-term portion (including finance leases)

9

Major Corporate Activity
Acquisitions made were funded from internal cash resources.

Acquisition of Nashua Thekwini
With effect from 1 October 2011 Nashua Kopano purchased the public sector customer base from the previous franchise holders of Nashua
Thekwini for R3,5 million.
Goodwill of R0,9 million arose on this transaction.

Acquisition of Tank Industries
With effect from 1 April 2012 the business and net assets of Tank Industries (Pty) Ltd were purchased by CBI-electric: African Cables,
a division of ATC (Pty) Ltd for R16,7 million.
The R1,5 million goodwill arising from this acquisition consists mostly of synergies expected to be realised from the combined comprehensive
product offering for any cable installation, whether it be electrical power, telecommunications or fibre optics.

Acquisition of SRCS and IPCS contracts
With effect from 22 June 2012 Reutech Communications, a division of Reutech Ltd acquired the SRCS and IPCS contracts from Natcom
Electronics (Pty) Ltd for R7,1 million.
No goodwill was paid on the acquisition.

Acquisition of KSS Technologies
With effect from 9 July 2012 the business and net assets of KSS Technologies (Pty) Ltd were purchased by Nashua Communications
(Pty) Ltd for R19,8 million.
R13,8 million goodwill has arisen on this acquisition as benefits are expected to be realised from the Cisco capabilities which will enable
Nashua Communications to offer a broader spectrum of services to its customers.

Acquisition of the Communications division of SAAB Systems Grintek Ltd
With effect from 1 September 2012 Reutech Communications, a division of Reutech Ltd acquired the net assets and business of the
Communications division of SAAB Systems Grintek Ltd for R29,7 million.
The combined business will now be able to offer a full-range product offering in the tactical military communications sector. It was to obtain
this advantage that goodwill of R27,8 million was paid.
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NOTES TO THE CONDENSED AUDITED ANNUAL FINANCIAL STATEMENTS continued

9

Major Corporate Activity continued
Net assets acquired

Group
Rm

Deferred taxation
Property, plant and equipment and intangible assets
Inventory
Accounts receivable1
Payables and provisions
Goodwill

4,3
22,0
60,7
22,7
(76,9)
44,0

Cost of investment

76,8

Revenue since acquisition
Profit since acquisition
Revenue for the 12 months ended 30 September 2012 as though the acquisition date had been 1 October 2011
Profit/(loss) for the 12 months ended 30 September 2012 as though the acquisition date had been 1 October 2011
1
Gross contractual amounts of accounts receivable at acquisition date
1
The best estimate of contractual cash flows of accounts receivable not expected to be received
Acquisition related costs incurred on these acquisitions amounted to R0,5 million.

46,9
3,0
#
#
22,9
0,2

# It is not possible to ascertain the revenue and profit/(loss) for all the acquisitions for this period. Therefore no disclosure has been made in this regard.
The above disclosure in respect of the unaudited proforma financial information is the responsibility of the directors.

10

Basis of preparation
These condensed consolidated financial statements have been prepared in accordance with the framework concepts and the recognition and
measurement criteria of IFRS and its interpretations adopted by the International Accounting Standards Board (IASB) in issue and effective
for the group at 30 September 2012 and the AC500 standards issued by the Accounting Practices Board. This condensed consolidated
information has been prepared using the information as required by IAS 34 – Interim Financial Reporting, and complies with the Listings
Requirements of the JSE and the requirements of the Companies Act, No 71 of 2008 of South Africa.
This report was compiled under the supervision of MC Krog CA (SA) (group financial director). These financial statements do not include all
the information required for full annual financial statements and should be read in conjunction with the consolidated financial statements as
at and for the year ended 30 September 2012.
The group’s accounting policies, as per the audited annual financial statements for the year ended 30 September 2012, have been
consistently applied. These accounting policies comply with IFRS.

11

Unconsolidated subsidiary
The financial results of Cafca Ltd, a subsidiary incorporated in Zimbabwe, have not been consolidated in the group results as the directors
believe that there is a lack of control. The amounts involved are not material to the group’s results.

12

Related party transactions
The group entered into various transactions with related parties, which occurred in the ordinary course of business and under terms that are
no more favourable than those arranged with independent third parties.

13

Events after balance sheet date
No events have occurred after the balance sheet date that require additional disclosure or adjustment to the annual financial statements.

14

Audit opinion
The auditors, Deloitte & Touche, have issued their opinion on the group’s financial statements for the year ended 30 September 2012.
The audit was conducted in accordance with the International Standards on Auditing. They have issued an unmodified audit opinion.
These summarised provisional financial statements have been derived from the group financial statements and are consistent in all material
respects, with the group financial statements. A copy of their audit report is available for inspection at the company’s registered office.
The auditor’s report does not necessarily cover all of the information contained in this announcement/ financial report. Shareholders are
therefore advised that in order to obtain a full understanding of the nature of the auditor’s work they should obtain a copy of that report
together with the accompanying financial information from the registered office of the company.

Audited annual financial statements
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Definitions and formulae

Average net operating assets

Net interest cover

The average of the opening and closing balance of each year.

Operating profit
Interest paid

Average ordinary shareholders funds
The average of the opening and closing balances of each year.

Net operating assets

Cash flow per share (cents)

Total assets – (cash + cash equivalents) – (current liabilities
– bank overdrafts – short-term portion of long-term borrowings)

Cash flow from operating activities before dividends paid
Weighted average shares in issue during the year

Net worth per share
Ordinary shareholders’ funds

Current ratio

Shares in issue at year-end – (treasury shares + BEE shares)

Current assets
Short-term non-interest bearing debt + short-term borrowings

Dividend cover (times)
Normalised headline earnings per share

Normalised headline earnings per share
Attributable headline earnings – interest to BEE partners
+ other items in profit directly associated with BEE transactions
± other non-sustainable gains or losses in the income statement
Weighted average number of shares in issue during the year

Dividend per share

Operating margin (%)
Dividend yield (%)
Dividend per share

Operating profit
Revenue

Market price per share at year-end

Return on net operating assets (%)
Earnings yield (%)
Normalised headline earnings per share

Operating profit ± capital items included in headline earnings
Average net operating assets

Market price per share at year-end

Return on ordinary shareholders’ funds (%)
EBITDA
Earnings (operating profit) before interest, taxation, depreciation
and amortisation.

Headline earnings per share
Attributable earnings adjusted for attributable value of items in terms
of SAICA Circular 03/20091
Weighted average ordinary shares in issue during the year

Normalised headline earnings
Average ordinary shareholders’ funds

Total assets
Non-current assets + current assets

Total borrowings
Interest-bearing debt.

Market capitalisation
Market price per share × (ordinary shares in issue
– treasury shares – BEE shares)

Net asset turn
Revenue
Average net operating assets

Total liabilities
Total liabilities – deferred taxation

Weighted average number of shares in issue
during the year
Opening shares in issue – (treasury shares + BEE shares)
± time weighted moves in shares in issue

Net borrowings
Total borrowings – (cash + cash equivalents)

1 Refer note 10 of the annual financial statements.
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IFRS
2012

IFRS
2011

IFRS
2010

Property, plant and equipment and investment property
Intangible assets
Goodwill
Investments and loans
Non-current accounts receivable
Deferred taxation assets
Cash and cash equivalents
Other current assets2

624,4
82,4
707,0
64,3
1 066,5
33,3
696,9
3 313,2

612,2
89,8
654,9
46,1
965,9
32,2
643,0
3 062,2

593,8
41,5
492,1
837,8
846,0
40,4
1 878,1
3 223,1

Total assets

6 588,0

6 106,3

7 952,8

Ordinary and preference equity holders of Reunert
Non-controlling interests

4 442,4
56,1

3 880,4
55,2

4 433,1
37,9

Total equity
Deferred taxation liabilities
Long-term borrowings
Current liabilities2

4 498,5
127,4
25,4
1 936,7

3 935,6
99,6
0,7
2 070,4

4 471,0
122,0
710,9
2 648,9

Total equity and liabilities

6 588,0

6 106,3

7 952,8

Rm
Condensed balance sheets

ASSETS

EQUITY AND LIABILITIES

Condensed income statements
Revenue

11 662,2

10 922,7

10 675,1

Operating profit
Net interest and dividends income/(expense)

1 524,6
41,8

1 391,4
40,9

1 262,8
59,2

Profit before abnormal items
Abnormal items

1 566,4
–

1 432,3
346,4

1 322,0
(34,0)

Profit before taxation
Taxation

1 566,4
(483,8)

1 778,7
(425,9)

1 288,0
(376,6)

Profit after taxation
Share of associate companies’ profits/(losses)

1 082,6
–

1 352,8
–

911,4
–

Profit for the year

1 082,6

1 352,8

911,4

Profit for the year attributable to:
Non-controlling interests
Equity holders of Reunert
Headline earnings attributable to equity holders of Reunert

15,9
1 066,7
1 066,8

15,7
1 337,1
988,9

12,0
899,4
903,4

Condensed cash flow statements
EBITDA
Changes in working capital

1 660,7
(398,9)

1 513,2
47,7

1 375,5
318,3

Cash generated from operations
Net interest and dividends received
Taxation paid
Dividends paid
Share buy back
Other (net)

1 261,8
41,8
(447,2)
(577,4)
–
26,2

1 560,9
40,9
(438,8)
(498,5)
(1 127,9)
(1,6)

1 693,8
59,2
(407,9)
(456,8)
(125,7)
26,3

305,2
(291,2)
42,1

(465,0)
484,7
(641,0)

788,9
(313,3)
21,9

56,1

(621,3)

497,5

Net cash flows from operating activities
Net cash flows from investing activities
Net cash flows from financing activities
Net cash generated/(utilised)

1 In December 2003, R1 255,5 million was received on the sale of the Quince debtors book.
2	In years prior to 2008 inventory items were shown net of advance payments received from customers. These advance payments are now disclosed in current liabilities.
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IFRS
2009

IFRS
2008

IFRS
2007

IFRS
2006

IFRS
2005

SA GAAP
2004

SA GAAP
2003

559,3
28,6
460,6
853,9
993,6
29,1
1 700,7
3 071,6

569,6
21,7
415,3
865,3
1 274,8
32,0
876,6
3 620,3

565,7
13,0
372,8
727,9
–
37,9
530,6
2 631,2

455,4
11,9
326,8
148,8
985,3
59,1
969,3
2 703,2

328,4
7,9
329,0
116,2
302,2
37,5
784,4
2 296,9

196,2
–
324,8
109,9
391,5
56,2
451,3
1 559,9

213,7
–
306,9
20,8
1 220,0
33,1
484,8
1 367,9

7 697,4

7 675,6

4 879,1

5 659,8

4 202,5

3 089,8

3 647,2

4 034,4
26,7

3 675,4
20,7

2 469,0
14,4

1 680,9
38,2

1 561,7
43,0

983,1
39,7

1 156,5
121,2

4 061,1
140,3
710,9
2 785,1

3 696,1
208,2
712,7
3 058,6

2 483,4
115,8
278,8
2 001,1

1 719,1
141,6
115,0
3 684,1

1 604,7
81,7
111,7
2 404,4

1 022,8
44,3
–
2 022,7

1 277,7
63,8
–
2 305,7

7 697,4

7 675,6

4 879,1

5 659,8

4 202,5

3 089,8

3 647,2

10 270,8

10 921,1

9 574,4

8 236,4

7 012,0

6 247,3

6 103,9

1 210,2
38,4

1 594,8
39,6

1 362,2
11,3

1 329,9
7,7

947,4
20,0

719,1
46,5

659,5
(6,6)

1 248,6
299,2

1 634,4
–

1 373,5
(447,6)

1 337,6
1,6

967,4
3,9

765,6
6,0

652,9
–

1 547,8
(374,3)

1 634,4
(486,8)

925,9
(427,4)

1 339,2
(500,5)

971,3
(326,5)

771,6
(309,0)

652,9
(224,4)

1 173,5
–

1 147,6
16,1

498,5
148,4

838,7
95,2

644,8
79,2

462,6
66,8

428,5
(82,6)

1 173,5

1 163,7

646,9

933,9

724,0

529,4

345,9

9,0
1 164,5
1 163,1

7,1
1 156,6
1 159,8

7,6
639,3
481,3

11,1
922,8
918,6

10,7
713,3
708,1

51,0
478,4
526,9

50,5
295,4
345,6

1 306,6
757,4

1 681,4
(327,7)

1 436,5
(739,7)

1 393,1
(628,4)

997,3
(601,0)

830,5
804,5

764,1
(59,3)

2 064,0
38,4
(477,5)
(550,3)
–
42,6

1 353,7
126,5
(410,8)
(569,0)
–
17,9

696,8
157,3
(568,6)
(879,3)
–
23,7

764,7
63,7
(347,4)
(464,2)
–
(4,3)

396,3
89,2
(364,9)
(308,3)
–
29,3

1 635,0
46,5
(313,5)
(268,1)
(476,6)
(5,8)

704,8
(6,6)
(178,7)
(258,4)
–
(2,8)

1 117,2
(130,8)
2,5

518,3
(921,3)
(380,3)

(570,1)
1 008,6
274,5

12,5
(185,7)
27,0

(158,4)
(48,5)
156,1

617,5
(250,1)
18,7

258,3
(102,8)
(17,5)

988,9

(783,3)

713,0

(146,2)

(50,8)

386,1

138,0
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Rm
Shares
Number of ordinary shares on which earnings per share
is calculated
Net worth per share
Basic earnings per share
Headline earnings per share
Normalised headline earnings per share
Dividends per share – normal
Dividends per share – special
Dividend cover
Cashflow per share
Cashflow per share ( excluding rental book )
Ordinary shares in issue (net of 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
Market capitalisation (net of treasury and BEE shares)
JSE actuaries’ electronics sector index at 30 September
Other
Number of employees
Revenue per employee
Operating profit per employee
Wealth created per employee
Employment cost per employee
Profitability, asset management, liquidity and leverage
EBITDA as a percentage of revenue1
Operating margin (%)2
Net asset turn
Normalised return on ordinary shareholders’ funds
Return on net operating assets
Taxation as a percentage of profit before taxation3
Total liabilities to total shareholders’ funds2
Net borrowings to total shareholders’ funds4
Current ratio
Quick ratio
Interest cover (times)

millions
cents
cents
cents
cents
cents
cents
times
cents
cents
millions
millions
Rm

cents
cents
cents
%
%
times
Rm

R’000
R’000
R’000
R’000
%
%
times
%
%
%
%
%

times

IFRS
2012

IFRS
2011

IFRS
2010

162,0
2 732
658,2
658,3
644,4
370,0

165,3
2 401
809,0
598,3
590,0
330,0

178,7
2 502
503,3
505,5
515,7
287,0

1,7
533,8
595,0
162,6
109 185
89,6
6 107,5
44,7

1,8
702,5
638,7
161,6
99 875
106,5
6 579,4
53,4

1,8
767,4
635,6
177,2
85 444
134,4
7 644,8
67,9

6 895
8 170
5 700
9,3
5,4
10,7
11 214
10 710

5 885
6 970
5 101
10,0
5,6
10,0
9 512
9 780

6 201
6 247
4 950
8,3
4,6
12,0
10 988
10 462

6 654
1 753
229
594
253

6 324
1 727
220
636
248

6 422
1 662
197
527
229

14,2
13,1
5,0
25,1
65,6
30,9
43,6
–
2,1
1,6
142,5

13,9
12,7
5,4
23,5
68,9
29,7
52,6
–
1,8
1,4
210,8

12,9
11,8
2,9
21,8
34,1
28,5
75,1
–
2,2
1,9
175,4

1	The 2008 percentages have been increased by 1,3% each as a result of the NSN commission now disclosed in operating income, whereas income from NSN was previously
disclosed as income from associates.
2	These ratios have been restated in 2003 to 2007 to take account of the reallocation of the advance payments from inventory and contracts in progress to trade and
other payables.
3	Abnormal items, the STC on a special dividend in 2006 and the share buy-back in 2004 have been excluded in this calculation.
4 There were no net borrowings in 2007 mainly due to Quince being equity accounted.
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IFRS
2009

IFRS
2008

IFRS
2007

IFRS
2006

IFRS
2005

SA GAAP
2004

SA GAAP
2003

178,5
2 258
652,4
651,6
499,5
253,0

177,9
2 060
650,1
651,9
630,1
319,0

176,7
1 390
361,7
272,4
570,3
314,0

173,4
896
411,4
408,4
380,2
222,0

189,9
572
251,9
277,5
277,5
160,0

188,3
612
156,9
183,5
183,5
120,0

2,0
797,8
797,0
178,7
71 666
107,7
4 780,6
54,6

2,0
629,5
647,7
178,4
67 690
129,8
8 019,9
65,9

1,8
345,0
515,2
177,7
70 848
176,3
13 549,1
89,9

175,1
953
527,0
524,6
495,3
273,0
200,0
1,8
486,7
701,2
176,3
46 549
138,2
8 519,7
70,7

1,7
374,6
662,8
174,4
20 938
92,7
3 473,0
47,9

1,7
353,2
(11,0)
171,8
13 452
94,9
2 129,5
49,7

1,5
417,7
560,9
188,8
11 308
76,4
1 380,4
37,1

5 600
5 900
3 201
8,9
4,5
11,2
10 006
9 866

5 749
8 049
4 528
11,0
5,5
9,1
10 257
10 705

6 700
8 800
6 325
8,5
4,7
11,7
11 904
13 886

6 814
7 745
4 185
7,3
4,0
13,8
12 012
11 644

4 230
4 400
2 600
9,0
5,2
11,1
7 376
7 851

2 790
2 900
1 695
10,0
5,7
10,1
4 792
5 328

1 710
2 230
1 560
10,7
7,0
9,3
3 228
3 852

6 321
1 625
180
530
194

7 196
1 518
219
477
172

6 523
1 468
202
383
166

6 276
1 312
203
439
153

5 320
1 318
172
405
161

5 169
1 209
136
409
149

4 918
1 241
124
335
142

12,0
11,1
2,9
23,1
32,0
27,0
86,7
0,6
1,7
1,5
54,0

15,2
14,4
3,4
36,5
50,1
29,8
102,6
27,6
1,5
1,2
36,8

14,5
13,8
5,4
48,6
82,4
32,2
92,3
–
1,7
1,3
25,6

16,2
15,5
8,0
53,5
131,9
34,2
226,0
21,5
1,0
0,8
38,1

13,8
13,1
7,7
49,8
108,9
33,8
161,1
13,8
1,1
0,9
42,0

13,0
11,2
7,6
49,3
99,6
36,4
197,8
3,2
1,1
0,8
69,4

11,7
10,0
6,8
31,0
63,5
34,4
180,5
32,8
1,0
0,8
12,1
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Operational review

“We continued to invest in our services
business. The maintenance side of the business
is growing, which provides us with insight into
the requirements of our customers.”

35

CBI-electric
Delivers products
and services in infrastructure
development. It comprises
three business units namely:

AFRICAN CABLES
CBI-electric: African Cables

LOW VOLTAGE
CBI-electric: Low Voltage

TELECOM CABLES
CBI-electric:
ATC Aberdare Telecom Cables

Electrical
engineering
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The CBI-electric group of
companies performed
commendably this year, returning
satisfactory financial results and
a much stronger focus on
environmental and social impacts.
Revenue increased by 9% to
R3 634 million due to strong demand
for certain electrical products as
well as increased exports.

Performance indicators
Economic
Revenue
Operating profit
Total assets
Capital expenditure
Environmental
Petrol and diesel consumption
Electricity consumption
Water consumption
CO2e
Social
Total number of employees
Work-related fatalities
Staff turnover
Training spend
Community investments
Enterprise development spend
(*) Reliable measure not available for previous periods.

2012

2011

2010

Rm
Rm
Rm
Rm

3 634
593
1 515
21

3 336
592
1 581
30

2 961
521
1 495
23

kl
MWh
Ml
t

655
41 874
201
50

720
42 066
210
48

747
42 738
219
(*)

%
Rm
Rm
Rm

2 491
0
4
6,1
5,3
18,3

2 541
0
(*)
3,3
4,9
15,4

2 908
0
(*)
2,5
3,6
11,3
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Most market segments remained challenging. Domestic,
industrial and mining investment was limited and the roll-out
of state infrastructural spend failed to live up to expectations.
Most encouragingly, all companies maintained market share
and remained strongly cash generative despite vigorous new
competition. In the case of CBI-electric: Low Voltage this new
competition manifested itself in the form of illegal and potentially
hazardous imitations and it was necessary to defend the
CBI-electric brand.

more than doubled over FY2011 and various initiatives were
implemented to secure and up-skill new talent.
All indications are that in the future the South African public
sector will invest significantly larger amounts in electricity and
telecommunications infrastructure. The CBI-electric companies
are well positioned to exploit these new opportunities and to
increase the utilisation of installed capacity.

Considerable effort was put into creating new markets and
offering customers value-added services. This generated
additional income at satisfactory margins and had the added
benefit of cementing customer relationships. Of particular
significance is the fact that new export opportunities for a
variety of products and services were exploited.
Above inflation electricity and water cost increases required a
strong focus on cost containment and pleasing results were
achieved in the business’s consumption of these key inputs.
Despite ongoing challenging market conditions the financial
health of the business was such that CBI-electric was able to
increase its community and enterprise development spend,
which this year reached a record R18,3 million.
The retention of technical skills is an ongoing challenge to the
sustainability of our businesses. This year expenditure on training

2012 Focus areas

Status update

Increase value-added services

Acquisition of Tank Industries provided an
expanded product range and services

Explore business opportunities
in Africa and Australia

Exports grew but other opportunities proved
challenging. ITmatic’s performance was
disappointing

Continued improvement of
operational efficiencies

Continued focus on operational efficiencies
but competitive environment impacted on
profit margin

2013 Focus areas

•E
 stablish CBI-electric as the local
supplier of choice for R18 billion
South African spend on renewable
energy roll-out
• Increase export activity into Africa,
Europe and the USA
•P
 articipate actively in Eskom and
Transnet expansion plans
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African Cables

Alan Dickson (42)
Managing director // CBI-electric
(African Cables and Low Voltage)
MSc (Eng), MBA / Appointed to the group in 1997

African Cables succeeded in maintaining market share in the face
of strong local and international competition. The entity acted on
a number of new growth opportunities that resulted in improved
revenues and profitability.
The challenging market conditions were characterised by a slowerthan-expected roll-out of state infrastructure, constrained spend in the
mining sector and low levels of residential and commercial property
development. These conditions were largely offset by the continued
success of the services business and the acquisition of cable
accessories business, Tank Industries, which resulted in an overall
positive result. African Cables secured a number of long-term tenders,
which provides a predictable future base of income.

Operational areas
Operates throughout South Africa with manufacturing
facilities in Vereeniging and Cape Town and regional facilities
in the Western Cape and KwaZulu-Natal.
The company has access to a manufacturing facility in
Harare, Zimbabwe, through its subsidiary Cafca. Products
are sold throughout sub-Saharan Africa and the Indian
Ocean islands.

Margins remained under pressure as strong local and international
competition persisted. The company continued its strong focus on
operational costs and working capital. Cash generation remained
strong despite electricity and labour increases that were above
inflation and which were offset by efficiency improvements in both
these areas.
Initiatives to have the local cable industry designated a preferred
supplier for state-owned entities are progressing and should assist in
maintaining local manufacturing capabilities.
African Cables continues to invest in research and development,
and this year launched a patented anti-cable theft product that will
be marketed under the CBiD brand. A number of high-profile
customers are already using the product.
The optimal usage of natural resources continued to be a focus
area. The year delivered a 10% improvement on recycled water
and the implementation of an energy-efficiency project to deliver
668 MWh of annual electricity savings.
The company retained its Level 2 BBBEE rating and gained
value-added status, remaining a market leader in this respect.
Local market volumes in the year ahead are expected to improve
slightly as greater state expenditure is anticipated and the
Department of Energy’s renewable energy construction programme
is likely to commence. The company is well positioned to take
advantage of this demand in the cable, accessory and project
businesses.
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MARKET SECTORS
Services various market sectors including
telecoms, mining, utilities, commercial,
contracting and industrial sectors. Clients
include Eskom and major municipalities; gold,
platinum and coal mines; Sasol, ArcelorMittal
and other major industrial players.

BBBEE SCORECARD

Standards & verifications
• ISO 9001: 2008; ISO 14001
• IRCA 5 Star, OHSAS 18001
• IRCA Cap 8 Star intellectual property rights

major awards RECEIVED
Construction Industry Development Board
(CIDB) – 9EP, which entitles the operation
to tender on projects valued in excess of
R100 million.

R

2011
BBBEE level

2

2012
TARGET

2

Target
achieved

TRADEMARKS
Zerotox CBiD (cable theft prevention system).
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Low Voltage

Subdued market conditions
locally and a weaker rand saw
export sales improve from 29%
to 33% of total revenue.

The slow-down in the South African economy marginally reduced
volumes in the domestic market. However, it is pleasing that the
operation regained market share in the residential and commercial
sectors with bundled product offerings. Increased sales efforts into
the continent resulted in record sales to Africa. Improved service
levels to the mining sector also yielded positive results.
The unit’s Australian subsidiary and ITmatic were the largest
contributors to export revenue. The majority of the ITmatic
division’s business is currently from Sierra Leone, Madagascar
and Zambia.
The introduction of energy-efficient Panasonic airconditioning
products and the planned introduction of heat-pump technology in
the new year will complement our existing solutions’ offering to the
industrial and commercial markets.

Operational areas
The main manufacturing facility is based in Elandsfontein,
Gauteng, with an assembly plant in Lesotho. Service
branches are based in Cape Town, Durban, Bloemfontein
and Port Elizabeth. Export markets are served by
subsidiaries in Australia and the USA.

The influx of counterfeit miniature circuit breakers and earth
protection units, sold by distributors, wholesalers and retail outlets
was disconcerting. Tests revealed that these counterfeit products
failed in virtually all safety aspects. The division has worked with
the Department of Trade & Industry and Customs & Excise on this
matter and we are pleased to report that there are currently five
criminal court proceedings in progress against distributors of the
counterfeit products.
A unionised labour force emerged in Lesotho this year, which
culminated in a two-week strike during February. A multi-year
wage agreement was signed with the unions and provides for
annual salary increases of CPI +1%. The strike had no significant
impact on the delivery of finished products.
Low Voltage improved its BBBEE rating from Level 8 to Level 4
in December 2012.
As part of the division’s commitment to address a skills shortage,
eleven electrician apprentices were recruited to attend a six-month
training course at a technical college from the beginning of 2013. They
will then be placed at electrical contractors for in-practice training.
The operation adheres to RoHS, the European directive on the
restriction of hazardous substances such as lead and cadmium in
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electrical and electronic equipment. Together with RoHS, the
company follows the Waste Electrical and Electronic Equipment
Directive (which sets targets for the collection, recycling and
recovery of manufactured goods.)

MARKET SECTORS
Residential, commercial, mining, utilities,
industrial, equipment manufacturers and retail.

Low Voltage market
segmentation

Standards & verifications
• ISO 9001:2008 and EN 29001 certification.
• REACH & RoHS declarations issued on request.
• All products comply with local safety standards.
Products hold safety approvals from Australia,
European Union, Russia, Ukraine, China, Japan,
Canada and the United States.

R

TRADEMARKS

Residential and
commercial
Industrial
Mining
Industrial controls
Retail
Utilities
ITmatic
Export

2012

2011

2010

2009

35
5
8
7
5
5
2
33

40
7
12
12
6
2
2
19

45
9
12
10
4
5
0
15

40
10
12
11
1
1
0
25

Owns the intellectual property rights to
all products manufactured by the
company.

BBBEE SCORECARD

2011
BBBEE level

8

2012
target

6

2012
ACTUAL

4

Target
exceeded
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Aberdare ATC Telecom Cables (Telecom Cables)

Selwyn Newnes (55)
Chief Executive Officer // CBI-electric:
Aberdare ATC Telecom Cables
BCompt / Appointed to the group in 1984

Despite revenue growth in the year under review, production
problems on the newly developed high bit rate copper cable line,
which came on-stream in May 2012, affected profitability.
By financial year-end most of the problems relating to the
manufacture of this new ADSL cable – developed in conjunction
with Telkom SA – had been resolved and factory capacity utilisation
returned to 42%.
Demand from the petrochemical and mining market segments
remained stable for the year and current indications are that this
demand will continue into the coming year. Exports however were
disappointing. Despite opportunities, the export market is largely
dominated by competitors that offer turnkey solutions including
project funding. The refurbishment and upgrade of South African
power stations and railway infrastructure in the coming year
are expected to provide a sustained flow of significant industrial
cable orders.
Demand for broadband will remain a business driver and the
increased competition between mobile and fixed-line operators for
improved next-generation networks is likely to translate into a
progressive increase in order volumes for copper, as well as optical
fibre cable, over the next three years.

Operational areas
Manufacturing facility in Brits, North West. Products are
sold in sub-Saharan Africa and the Middle East.

Delivery of optic fibre cable for FibreCo and the National Long
Distance project (an MTN, Vodacom, Neotel and SANRAL
consortium) started in earnest after initial delays in the roll-out
of their networks. Sales of cable duct grew by 113%.
Aggressive marketing by Asian suppliers of turnkey solutions
remains a threat. Initiatives to have the local cable industry
designated a preferred supplier for state-owned entities are
progressing and should assist in maintaining local manufacturing
capabilities.

Telecoms product mix %

2012

2011

2010

2009

Optic fibre
Accessories and duct
Installations and services
Copper telecoms

19
5
2
74

18
4
1
77

26
4
1
69

20
3
0
77
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MARKET SECTORS
Fixed and mobile service providers,
petrochemical, industrial and mining industries.
Major customers include Telkom, MTN, Neotel,
Transnet, Eskom, mines and municipalities.

The Brits plant recycled 18% of water consumed in 2012. Specialists
are contracted to verify water recycling and water systems monthly.
A closed-loop system ensures that there is no water discharge.
Approved, accredited suppliers are contracted to dispose of
hazardous and non-hazardous waste materials.
Telecom Cables successfully completed its environmental
management audit and received its ISO 14001 accreditation
in November 2012.

Standards & verifications
• ISO 9001: 2008
• Underwriters Laboratories of America listing
(“UL listing”) which tests and approves products
for consumer safety, EC (European cable
verification certification for data cable),
Foundation Fieldbus
• ISO 14001

Intellectual property rights
Infraduct
Fibreworx

BBBEE SCORECARD

2011
BBBEE level

6

2012
TARGET

4

Target
achieved
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NASHUA
Provides the majority of its
services to corporate
customers in South Africa.
The group consists of:

NASHUA OFFICE
AUTOMATION
NASHUA COMMUNICATIONS
NASHUA MOBILE
PANSOLUTIONS
QUINCE CAPITAL

INFORMATION
COMMUNICATION
TECHNOLOGIES

“The main drive in the business is
to improve customer service levels,
which will enable us to reduce churn
and grow our customer base.”
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Depressed market
conditions and the continuing
reduction in mobile interconnect rates
combined to create an extremely
challenging operating environment
this year.
These challenges were, however,
proactively tackled by all Nashua
companies, in most cases with
conspicuous success.

Performance indicators
Economic
Revenue
Operating profit
Total assets
Capital expenditure
Environmental
Petrol and diesel consumption
Electricity consumption
Water consumption
CO2e
Social
Total number of employees
Work-related fatalities
Staff turnover
Training spend
Community investments
Enterprise development spend

2012

2011

2010

Rm
Rm
Rm
Rm

7 218
839
4 102
53

6 928
794
3 848
20

6 867
654
3 595
44

kl
MWh
Ml
t

1 4781
8 473
51
12

232
8 436
22
9

464
10 667
41
(*)

%
Rm
Rm
Rm

2 812
0
5
8,6
7,6
24,7

2 767
0
(*)
5,0
4,9
20,8

2 545
0
(*)
5,3
4,8
21,7

(*) Reliable measure not available for previous periods.
1 The basis for measurement has changed from 2011 and now includes fuel consumption by staff members for work purposes.
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Revenue increased by 4% to R7 218 million whilst operating profit
increased by 6% to R839 million.
The mobile segment remained particularly difficult as average
usage per customer declined across the industry. Such is the
quality of its customer profile, however, that Nashua Mobile did
not experience the sharp declines affecting most of its
competitors. A notable achievement was a net increase in the
number of mobile subscribers despite the transfer of many
least-cost routing (LCR) clients. Data usage amongst both
pre- and post-paid customers rose sharply.
The migration of LCR customers to the Nashua ECN voice over
internet protocol (VoIP) platform was a singular achievement. The
addition of some 140 new accounts per month by ECN translated
into a sterling 40% increase in the number of monthly voice
minutes over the previous year, making Nashua ECN the largest
next-generation VoIP vendor in South Africa.
The merger, following the year-end, of the Nashua
Communications and Nashua ECN businesses into an entity to be
known as Nashua Communications enables the group to offer
market-leading local and wide area network and PBX solutions
that customers can tailor to their precise requirements.

2012 focus areas

Define telecommunications
offering for the future

Explore and leverage customer base

The Office Automation sector was challenged by low demand
and constrained spending as well as a weaker rand. Despite these
headwinds, Office Automation succeeded in maintaining its
market share, as did the other Nashua businesses.
By the very nature of their operations, the various Nashua companies
have limited environmental impacts but a number of processes to
further reduce these impacts were implemented this year.
The Nashua group’s social and community impact increased
significantly this year with allocations to both community
investment and enterprise development rising sharply. The group
similarly invested extensively in improving its levels of customer
service, a key differentiator especially in the mobile segment
where competition for consumer spend has reached
unprecedented levels.
Of similar importance is the quality of human resources. This year
Nashua companies spent 70% more on training than they did the
previous year. The acquisition of KSS Technologies significantly
boosts the group’s skills set, particularly in the areas of networking
and converged technologies. This year a number of key leadership
appointments were made which, it is anticipated, will position the
group well to grow its leadership in the dynamic ICT sector.

Status update
•M
 erged ECN and Communications
businesses
• Acquired KSS Technologies to strengthen
networking skills
• Obtained Cisco gold partner status
• Converted LCR customers onto ECN VoIP
network
• Siemens OpenScape platform deployed in
ECN cloud
• Cross-selling of product offerings improving
• Customer segmentation completed

Get closer to customers

• Increased focus on customer service
• Customer surveys restructured
• Technology improved to simplify
interaction with customers

Stabilise and drive value from our
distribution and franchise channel

• Improved relationships with distributors
and franchisees

2013 focus areas

• Grow customer base and minutes
on voice network
• Market penetration in converged
voice and data network space
• Roll-out developed products for
hosted PBX, mobile voice and
data storage
• Strengthen customer focus through
training and improved technology
• Grow Nashua Mobile’s retail presence
• Accelerate roll-out of office solutions
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Nashua Office Automation

Dave Coutinho (49)
Managing director // Nashua Limited
(Office Automation)
MBA / Appointed to the group in 1987

Nashua Office Automation had a successful year in terms of sales,
protecting its customer base and securing some new business
from competitors.
This sales success was achieved in a market characterised by
lacklustre demand and heightened competition with the weakening
of the rand exacerbating the already mounting pressure on margins.
Office Automation’s managed print solutions’ operation is a strategic
advantage to the business. However, price pressure was heightened
by the emergence of a number of new competitors. The copier
and multi-function printer lease segment was particularly
challenging with hard-pressed customers remaining reluctant to
upgrade their equipment.
As was the case in recent years, in excess of 50% of new tender
proposals submitted were successful, although opportunities for new
tender business are limited. Nashua retained its large tenders and
secured a number of significant new clients.
This year the business improved its BBBEE rating from Level 5 to
Level 4, which should stand the business in good stead in its
public-sector tenders in particular. Similarly, Nashua Kopano
improved its rating from Level 4 to Level 3.

Operational areas
Sixty-four franchise and company-owned outlets in South Africa,
Namibia, Swaziland, Lesotho, Botswana and Zimbabwe.

1
4
5

3
8 4

9
3

3
4

5

1

9

2

Despite an increase in sales, the solutions business continued to
disappoint. Decisive intervention was undertaken and a number of
key appointments will be made in the new financial year to address
this key area of the business. We expect to report substantial growth
in Office Automation’s leadership in managed document solutions
by the end of 2013.
Another important investment in the sustainability of the business
was the creation of a highly specialised major accounts division,
with the capacity and capability to tailor sophisticated value-added
document management solutions for corporates, with specific
emphasis on South Africa’s top companies. Large national and
multinational companies are looking for a service provider that can
provide a clear account management strategy to solve business
challenges in the document management space. Nashua’s strategic
team will focus on these business issues and position Nashua as a
trusted advisor in this space.
The newly established production print division is expected to
show sustained growth. The company invested in specialised,
experienced staff during the course of the year. This investment
has already proved its worth with Infosource listing Nashua as
the leading production printing company in the first half of 2012,
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MARKET SECTORS
Mainly corporate

owning 27,5% of the market with the highest number of sales
in this category.

Standards & verifications
• ISO 9001: 2008
• ISO 14001 accreditation expected by January 2013

major awards 2012
• MP4002BLI Highly Recommended Award
• MPC3502AD BLI Highly Recommended Award
• MPC5502AD BLI High Recommended Award
• MPC3002AD BLI Environmental Award
• MPC4502AD BLI Environmental Award
• Production Printing Colour Performance 2011
• HP partner awards gold partner highest growth
in HP imaging and printing group 2011
• Top 500 companies: Top company in the Office
Automation industry

R

The franchise network continued to contribute strongly to revenue
and the four franchise operations bought in 2011 performed well.
The possibility of making a limited number of further acquisitions
remains part of the division’s strategy.
Office Automation has implemented systems to separate and
recycle different components wherever possible. Further solutions
are being explored to find an environmentally friendly method
of discarding the last remnants of toner left in cartridges.
The business expects to receive its ISO 14001 accreditation by
January 2013.

trademark
Trademark and naming rights for Nashua in
southern Africa region.

BBBEE SCORECARD

2011
BBBEE level

5

2012
TARGET

4

Target
achieved
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Nashua Communications and ECN

Andy Openshaw (48)
Managing director // Nashua Communications
B Pharm, AEP / Appointed to the group in 2011

As part of the group’s longer-term telecoms strategy, the businesses
of Nashua ECN and Nashua Communications were merged on
1 October 2012 to form a new entity, which will trade as Nashua
Communications.
This merger creates a business that provides corporate and small and
medium enterprise (SME) customers with a compelling converged
voice and data offering. By combining Communications’ local area
network and PBX voice capability with Nashua ECN’s strength and
experience in VoIP and data, plus its national wide area network and
national data centres, the new business can offer solutions and
software that can be on-premise, in the cloud or a hybrid option.
Leased or virtual services are expected to represent an important
additional revenue stream in the new financial year and beyond.
Prior to the merger, to further enhance the data skills set of the
operation, the business of KSS Technologies, a valued Cisco partner
and a successful and highly skilled player in the networking and
converged technologies space, was acquired and integrated into the
Nashua Communications business.
The company currently boasts a team of more than 600 highly
skilled and motivated staff, supporting and growing a customer base
of 25 000.

Operational areas
Head office in Gauteng and regional offices in KwaZulu-Natal,
Eastern and Western Cape and partners in Namibia, Botswana
and Mozambique.
Data centres are in Johannesburg, Pretoria, Cape Town, Durban,
Port Elizabeth, Polokwane and Bloemfontein.

Focus areas for the merged entity in the coming year are to
consolidate the new business while leveraging the plentiful
opportunities that exist in the ICT space.

Nashua ECN
Nashua ECN delivered a strong performance, adding an average of
140 new customers per month over the year. This includes the
successful migration of many of Nashua Mobile’s LCR clients to
ECN’s VoIP network. The new customer capture rate was well
ahead of the business’ target of 100 new customers per month.

Nashua Communications
The current year saw Communications moving from being a voice
network provider to a converged ICT solutions provider. Despite the
focus on this strategy shift and operating in a difficult market,
Nashua Communications performed admirably. Revenue grew by
4,3% while profits increased by 37,8%.
The acquisition of KSS in June brought an extensive Cisco skills set
into the Nashua fold. The company has since received its gold
partner status, positioning it perfectly to offer customers full data,
and specifically data centre solutions – a new area of business that
has not traditionally been addressed by Communications.
Given the operation’s dependence on key technical skills, training is
an important focus area for the business. The Nashua
Communications Academy for Professional Training in Midrand
trains 100 technicians per year on average. As part of enhancing its
employment equity, a further 12 employees were enrolled on a
certified accounting programme, while ten employees participated
in a supervisory development programme. Five employees were
enrolled for a management development programme at the
Graduate Institute of Management and Technology.
Nashua Communications uses its ISO 14001 accreditation to
manage and drive recycling processes. End-of-lifetime products are
dismantled into their component parts and disposed of by a verified
electronic waste contractor with the required certificates. During the
financial year a total of 3,5 tonnes of e-waste was recycled.

At year-end Nashua ECN’s customers were making almost
3,5 million BusinessCall voice minutes per business day, reflecting
an increase of 40% on the average of 2,5 million minutes per
business day at the end of the previous year. The growth delivered
this year has resulted in Nashua ECN now operating the largest
next-generation VoIP network in South Africa.
Despite the legislated drops in interconnect rates, judicious cost
control and demand for the company’s services enabled Nashua
ECN to maintain its margins and to show a substantial increase
in profitability.
A significant investment in network stability, scalability and
flexibility translated into a 99,99% uptime throughout the year.
Focus on customer service and support ensured that churn is kept
well below industry norms.
Nashua ECN enters the new financial year with a healthy customer
pipeline and, with the addition of the Nashua Communications sales
channels as new routes to market, the company expects customer
connections to continue to climb month-on-month.
The year was not without its challenges and much time was spent
in a legal dispute with ECN’s co-founder, John Holdsworth. In
August 2012 the South African High Court upheld an application by
Reunert to prevent Holdsworth from recruiting Nashua ECN staff
and customers and from diluting the goodwill of the business which
the group acquired the previous year. The judgment was a
significant affirmation of Reunert’s rights. In October the court
turned down Holdsworth’s leave to appeal the August ruling.
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MARKET SECTORS
Customer base in excess of 17 000 enterprises,
including most of South Africa’s leading
corporate companies.
Corporate, small and medium businesses and
call centres.

Standards & verifications
• ISO 9001: 2008; 14001: 2004
• Products are ICASA and SABS certified

major awards 2012
• Cisco Gold Partner

BBBEE SCORECARD
Nashua ECN and Nashua Communications achieved the same Level.
The new company will be rated again in September 2013.

2011
BBBEE level

4

2012
TARGET

4

Target
achieved
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Nashua Mobile

Mark Taylor (49)
Chief Executive Officer // Nashua Mobile
Reappointed to the group on 1 October 2012

The mobile industry in 2012 was characterised by decreasing
revenues per customer, the migration of high-value LCR subscribers
to more cost-effective VoIP offerings and a dramatic increase in
data connections and usage. These changes have been driven by
reductions in interconnect rates and increased competition amongst
the mobile operators, resulting in lower voice and data tariffs.
Despite these tough trading conditions, Nashua Mobile increased
its postpaid subscriber base during the year by 6% to 897 534
subscribers. This was despite the loss of 23 145 LCR subscribers.
A significant portion of the lost LCR subscriber identity module cards
was accounted for by a single partner that converted traffic to its
own VoIP platform.
Given the high quality of the Nashua Mobile customer base,
the company was shielded from some of the sharp declines in
average revenue per customer (ARPU) experienced within the
industry. As a result, the decrease in ARPU was limited to 19%,
to R337 per month.
Data growth for the year was strong with the number of data and
non-voice subscribers increasing by 26,3% and data and SMS
billing increasing by 7,7%. BlackBerry user growth was particularly
pleasing, with the total base growing by 40% over the period.
In total, 80% of the phones shipped by Nashua Mobile are
smartphones, with the commensurate data attachment rate.

Operational areas
Nashua Mobile

6
43 14

7
6

12

24

Closing
subscriber base
Number of
subscribers signed
up (Connections)
Number of
subscribers lost
ARPU
Churn %

2012

2011

2010

2009

897 534

846 521

819 035

722 638

214 442

174 151

187 382

159 560

120 861
R337
14,7

99 247
R416
14,4

90 985
R463
11,8

100 709
R501
13,6

6
18
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As part of the ongoing drive to control expenditure and improve
efficiencies, costs were well contained during the year with overall
expenses lower than in the previous year. Employee head count
remained largely unchanged and efficiencies were realised by
consolidating a number of cost centres and functions.
Bad debts declined by 33% despite the growing financial pressures
facing South African consumers. Demand for handset financing rose
substantially, resulting in Nashua Mobile currently financing some
201 000 devices.

MARKET SECTORS

Differentiating Nashua Mobile’s product offering from its competitors
is a key imperative in attracting new customers. In March, the
company launched Xtreme Data, a first-to-market offering allowing
smartphone customers to enjoy a fixed-cost data product. This
launch was followed by Click2Recharge; an internet-based prepaid
recharge system that allows customers to top up their accounts
electronically.

897 534
contract
subscribers

The expectation of further reductions in interconnect rates, coupled
with a maturation of the postpaid voice market and the explosion of
data usage, led to a process of strategic realignment to ensure
continued sustainable growth. Significant effort and resources have
been deployed to focus on the two major customer segments;
enterprise and consumer. To give effect to this new strategic focus,
Mark Taylor rejoined Nashua Mobile as chief executive officer on
1 October 2012.

BBBEE SCORECARD

2011
BBBEE level

3

Nashua Mobile is a customer-focused, IT-driven business and a
number of investments were made this year in improving the overall
customer experience. Expenditure on information technology
increased while investments in the Bloemfontein-based call centre
translated into a record customer satisfaction score of 87%.

2012
TARGET

3

Target
achieved

The process of renewing contracts and incentive parameters with
Vodacom and MTN was ongoing at year-end and management is
confident that these negotiations will have satisfactory outcomes.
The company also has existing agreements in place with Cell C,
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Telkom Mobile and Neotel, further entrenching Nashua Mobile’s
key value proposition of providing the widest choice supported by
the best deals in the market.
Critical to Nashua Mobile’s future growth is an expanded retail
presence from the current 148 outlets. To this end, the company is
planning to increase its retail footprint both through organic growth
and in partnership with other retailers.
Nashua Mobile is well positioned to take advantage of the recent
reintroduction of LCR tariffs by the mobile network operators which
are opening up prospects for Nashua Mobile; particularly in the SME
segment. At year-end, the company had begun to sign-up a limited
number of new LCR customers with management optimistic that the
right levels of attention would allow this business to begin growing
again. Further opportunities will be created when the blended
interconnect rate drops to 40c in March 2013.
The prepaid market has not been a core focus in the past. Given the
opportunities that exist in this space, the required resources have
been allocated to this business unit to ensure that Nashua Mobile
can grow its share of the segment. This will be done through its own
channels and in partnership with other players in the formal and
informal sectors. Nashua Mobile does not intend to operate in the
wholesale prepaid market.
Nashua Mobile will continue with its strategy of launching
complementary services to the network operators’ products that will
allow customers to enjoy additional value or functionality from their
service. These services will be offered exclusively to Nashua Mobile
customers and are part of the focus on attracting and retaining
quality customers.

The technology investment programme initiated in 2012 will
continue with an overhaul of all customer and user interfacing
systems. This will allow customers to either service themselves
online or through the touch point most convenient to them. The
upgrading of technology will enable Nashua Mobile to contain
operational costs while improving efficiency.
Key to reducing churn is the ability to maintain excellent customer
service levels. Whilst the technology improvements will go some
way towards improving these levels, the investment in staff and
training is equally important. Nashua Mobile has increased its focus
on training all internal and partner-employed staff in the requisite
skills and knowledge. To this end, a training academy will be
established in early 2013.
Nashua Mobile retained its Level 3 BBBEE status in 2012.
Good progress continued to be made with transformation at
junior manager level. Additional emphasis will be placed on
senior management in the year ahead.
A total of 1 560 trees were planted by the NGO, Trees for Africa,
in Gauteng, funded by R10 donations made for every customer
choosing to receive electronic statements. Some R2,6 million was
donated to the Nashua Children’s Charity Foundation.
Despite the fact that continued tough trading conditions are
anticipated in 2013, management believes that the initiatives and
investments outlined above will position Nashua Mobile for both
revenue and customer growth in coming years.

ANNUAL INTEGRATED REPORT 2012

56

operational review | nashua

Pansolutions

Neil Stopforth (50)
Managing director // Pansolutions
Appointed to the group in 1990

Pansolutions, previously known as Nashua Electronics, experienced
a challenging year. Organisational restructuring effected in the latter
half of 2011, as well as a change from being a franchise channel
with an exclusive product (Panasonic) to a dealer channel with a
non-exclusive product (Kyocera), created fragmentation in the
business. This was addressed during the year and by year-end,
60% of channel partners had signed new dealer agreements.
The Kyocera product has been well received by the channel and
training efforts were increased to deal with the industry shift
towards managed document solutions and print services, as well as
other software solutions that complement the hardware offering.

Operational areas
Distributes imported products and solutions and supplies to a
network of branches and specialised dealers throughout subSaharan Africa under the trade name Pansolutions.

4

60

branches

dealers

MARKET SECTORS
Corporate, medium and small business
enterprises as well as industry leaders in
the broadcast, systems integrator and
motor industries.

During January 2012, Pansolutions fully exited its
consumer electronics business with the closure
of its last store, signifying the end of
the online Nashua Electronics
business, so as to focus fully on
the remaining core products.
Demand for the
Panasonic large format
display panels and
projectors remained
constant. Panasonic
Toughbook products
showed satisfactory
growth.

BBBEE SCORECARD

2011
BBBEE level

4

2012
TARGET

4

Target
achieved
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Quince Capital

Bertus Korb (37)
Managing director // Quince Capital
CA(SA) / Appointed to the group in 2009

Quince Capital provides in-house, asset-based financial solutions to
Reunert-associated office automation and ICT suppliers through
the Nashua and Pansolutions channels.
Quince’s rental book performed well this year, growing by over
11%. The tightening of credit-vetting processes and improved systems
implemented over the past few years significantly reduced bad debts.
The Quince asset rental book is currently funded through internal
cash that is surplus to current working capital requirements.
The investment of this surplus in the Quince Capital book provides
a favourable return on the cash balances. It is not Reunert’s
long-term intention to fund the book internally and, in due course,
external funding will be sought.
The discontinued Quince asset rental book broke even this year and
no further losses are expected.
Rm
Nashua book
Average monthly
discounting
Quince asset
rentals
QAR net losses
incurred

2012

2011

2010

2009

1 431,1

1 281,2

1 269,8

1 413,9

64,5

55,4

47,7

52,8

21,1

76,8

170,7

333,2

2,6

10,5

39,1

86,3

Operational areas
Nashua franchises, Nashua Communications dealers and
Pansolutions dealers throughout South Africa.

MARKET SECTORS
Total advances exceed R1,4 billion, spread over
approximately 50 000 individual contracts.

BBBEE SCORECARD

Standards & verifications
• ISO 9001: 2008

2011
BBBEE level

4

2012
TARGET

4

2012
BBBEE level

3

Target
exceeded

Intellectual property rights
FinSight credit vetting system.

R

TRADEMARKS
Quince Capital®
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“Reutech’s successes in the year are a
harbinger of things to come over the next
five years and beyond.”

59

reutech
Historically Reutech
represented the defence
division of Reunert, but over
the past few years has
successfully launched
commercial products.
It incorporates:

REUTECH RADAR SYSTEMS
REUTECH COMMUNICATIONS
REUTECH SOLUTIONS
FUCHS ELECTRONICS
RC&C MANUFACTURING

defence
AND ALLIED
ELECTRONICS
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The Reutech group of companies
had a stellar year as the business
more than tripled its profits from
the previous year, despite
depressed local and
international defence markets.

Performance indicators
Economic
Revenue
Operating profit
Total assets
Capital expenditure
Environmental
Petrol and diesel consumption
Electricity consumption
Water consumption
CO2e
Social
Total number of employees
Work-related fatalities
Staff turnover
Training spend
Community investments
Enterprise development spend
(*) Reliable measure not available for previous periods.

2012

2011

2010

Rm
Rm
Rm
Rm

806
151
598
31

640
49
356
36

791
61
660
32

kl
MWh
Ml
t

204
5 299
50
5

431
5 094
42
6

460
5 278
35
(*)

%
Rm
Rm
Rm

1 305
0
2
2,9
1,3
5,5

962
0
(*)
1,2
0,4
1,8

917
0
(*)
1,6
0,3
2,5
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The business ended the year with a strong order book and
improving prospects. These prospects include expanded
sales from various defence-related acquisitions, the
manufacture of digital television receivers (so-called
set-top boxes) and the likely progression of domestic
renewable energy projects.
Revenue for the year reached R805,7 million (2011:
R639,3 million) with profit increasing from R48,7 million
to R150,5 million. This was achieved through successful
leveraging of targeted niche markets and stringent cost
containment. The export achievement was particularly
noteworthy given the relative strength of the rand during
most of the financial year. Significant export orders
received in the previous year lifted Fuchs Electronics’
performance considerably.
Investment in Reutech’s ability to service alternative
industries, including renewable energy (particularly solar)
and set-top boxes was maintained. The South African
defence market remained weak while military spending
continued to be cut across Europe. As a result of reduced
European defence spending, competition increased in the
Middle East and Asia, markets in which Reutech has
traditionally operated with some success.

Peter van der Bijl (56)
Chief Operating Officer // Reutech
MSc (Elec Eng), MSc (Aerospace) /
Appointed to the group in 2008

2012 Focus areas

Pursue commercial opportunities

Strengthen partnerships with
government

Continued investment in research and development
remains an important factor in maintaining a competitive
edge. This year R59 million was invested in research and
development, of which 57% was customer funded.

Status update
• Mining surveillance radar further enhanced
including energy-efficient design
• Solar tracker solution developed for
CPV application
• Cellcrypt joint venture for encrypted mobile
communications
• RFID technology applied into retail sector
• Reutech Solutions secured five-year contract
with SANDF
• Reutech Communications developed new
radio for SANDF

2013 Focus areas

• Integrate SAAB Grintek and Natcom
acquisitions into Reutech
Communications
• Increase mining surveillance radar
penetration
• Secure further orders for concentrated
photovoltaic-tracker solution
• Obtain orders and start delivering
set-top box orders
• Secure further export orders for Fuchs
Electronics
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Reutech Radar Systems

Carl Kies (49)
Chief Executive // Reutech Radar Systems
BEng (Elec), MEng (Elec), EMBA / Appointed to the group in 1988

The division continued to benefit from buoyant sales of radar
equipment, largely on the back of a growing uptake of Reutech
Radar Systems’ modular systems in the opencast mining industry.
Today the mining sector accounts for more than half of radar
revenue, whilst export orders for radar products were secured from
various military clients in both Europe and Asia.
Currently there are more than 80 of Reutech’s movement and
surveying radar (MSR) systems in use in 17 countries. A new range
of MSRs launched during the year includes a vehicle-mounted
version as well as various low-cost, short-range models.
The final factory acceptance tests for the Royal Norwegian Navy’s
radar system took place in November 2012. Final sea acceptance of
the first systems delivered to the Royal Norwegian Navy has been
completed successfully. There are promising prospects for similar
systems in Canada and Southeast Asia.

Operational areas
Based in Stellenbosch

Reutech is positioning itself to not only participate in future South
African renewable energy feed-in tariff (Refit) programmes but to
exploit viable opportunities in other alternative energy programmes
abroad. Plans have been formalised for the development,
manufacture and supply of 1 500 trackers for the world’s biggest
concentrated photovoltaic power (CPV) plant to be erected at Touws
River in the Western Cape. The trackers are robust and highly
accurate – a significant achievement considering that each tracker is
105m². With the signature of power purchase agreements concluded
the first project will kick off in 2013.
The growing need for skilled engineers and technicians to sustain
the building of a dynamic South African radar industry has led
Reutech Radar Systems to create a new bursary system. Its first
student is completing his second year in BSc Computer Science at
the University of Stellenbosch and the intention is to expand this
programme in future. Reutech Radar Systems also provides
on-the-job training and skills development for a number of black
technicians. Ten students were trained during 2012 with great
success and plans are in place to extend this programme next year.
Growing requests from international customers have initiated
a process whereby the company aims to achieve its ISO 14001
certification by the end of 2013.

Section
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Heading

MARKET SECTORS
Products are developed for opencast mines,
local and foreign defence forces. Renewable
energy is a new market sector being exploited.

Standards & verifications
• ISO 9001: 2010
• Started process to achieve ISO 14001 by
end 2013

Intellectual property rights
Floodlight radar system for detecting
and locating moving targets in 3D.

BBBEE SCORECARD

2011
BBBEE level

7

2012
TARGET

Target
achieved

6
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Reutech Communications

Martin de Beer (47)
Chief Executive // Reutech Communications
BSc (Elec Eng) / Appointed to the group in 1989

The current year was dominated by the
division expanding its product offering
through the acquisition of short-range radio
communication products from Natcom for
R7 million and the tactical communications
business of Saab-Grintek for R30 million.
The addition of the short-range communication, long-range (HF)
communication and the intra-platform Harness systems to
Reutech’s traditional medium-range (VHF/UHF) communications
products is expected to significantly strengthen Reutech
Communications’ market position, both locally and internationally.
Production facilities in New Germany, KwaZulu-Natal have been
significantly upgraded in recent years. These upgrades have
equipped the business to commence production of new generation
radios for the South African National Defence Force’s Project
Radiate. Large numbers of vehicle and man pack radios will be
delivered as part of the modernisation programme, providing a
secure pipeline of orders over the next ten years.

Operational areas
Located in New Germany in KwaZulu-Natal, and Midrand,
Gauteng. Facilities include engineering laboratories and
environmental testing facilities.

Further investment in the development of the new airborne radio to
replace the ACR500 product range is planned. These radios will be
integrated with new aircraft platforms in 2013, a development which
is expected to open new markets.
As part of its commercial offering, an agreement with Cellcrypt was
concluded, which will see a voice-encrypted solution brought to
market for off-the-shelf cellphones sold to military, intelligence and
civilian agencies in southern Africa.

MARKET SECTORS
A strategic supplier of communication products
to the SANDF for more than 40 years.
The company is an approved supplier to
many international customers.

BBBEE SCORECARD

2011
BBBEE level

4

Standards & verifications

2012
TARGET

4

• ISO 9001: 2008

Intellectual property rights
Target
achieved

Own IP on export products.
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Reutech Solutions

Frik Kruger (55)
Chief Executive // Reutech Solutions
NDT (Ind Eng), MDP (Unisa) / Appointed to the group in 1982

Reutech Solutions delivered pleasing results after receiving
expanded orders from Eskom for the supply of Newbridge
bandwidth management equipment, and from Armscor for the
maintenance and support of the defence static communications
network. Further, the logistic engineering and support division
continued to provide a sound profitable base. Outstanding debts
were recovered following the closure of a loss-making project for the
construction of mobile phone towers in the previous year.

Operational areas
Based at Midrand with support facilities throughout South Africa.
Imports and distributes leading brands such as Alcatel Lucent.

The delayed conversion by Eskom from Newbridge bandwidth
management equipment to internet protocol-based technologies
provides a short-term opportunity to supply and support Newbridge
bandwidth management for at least another three years.
Exports contributed 10% of revenue and included the delivery of
three Super Rogue stabilised weapons platforms for naval patrol
craft and a contract for 54 vehicle-based Rogue stabilised weapon
platforms for which delivery will commence during the 2013/2014
financial year.
Volumes in the handset repair centre remained constant despite
Nokia products being under pressure worldwide.

BBBEE SCORECARD

2011
BBBEE level

5

2012
BBBEE level

Target
exceeded

3

This year saw Reutech Solutions improving its BBBEE rating from
Level 5 to Level 3. Skills development and employment equity
received appropriate attention so as to address the scarcity of
skilled technicians and an ageing workforce, which could hamper
future growth.
Two Reunert College students were employed while ten employees
were registered on learnerships with the MICTseta. Four black
disabled employee learners have been permanently employed.

MARKET SECTORS

Intellectual property rights

SANDF, other government agencies, mining
industry and independent power producers
providing renewable energy.

Registered patents and designs for Dome Light
Blue/Green LED Single and Double Lights.
Mine scraper winch control system.

Standards & verifications
• ISO 9001: 2008
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Fuchs Electronics

Mike Tucker (51)
Chief Executive // Reutech Fuchs Electronics
BEng (Elec) / Appointed to the Group in 1984

Fuchs produced strong results as profitability was restored with
large volumes of fuzes being produced for major export clients.
Prospects for further orders remain good.
Due to the cyclical nature of receiving orders, Fuchs makes use
of limited-duration contract labour, which at year-end represented
approximately 80% of the total workforce. Workers are drawn from
the surrounding community that has supported the company for
many years.
In recent years, good progress has been made in minimising
employees’ exposure to hazardous substances and conditions.
For example, processes have been improved to minimise exposure
to lead, and the use of mercury-based measuring equipment has
been phased out.

MARKET SECTORS
Most of the company’s revenue is
generated from export sales to government
agencies and ammunition manufacturers.

Standards & verifications

Water used in Fuchs’ chemical
processes is tested, treated and
neutralised before being returned to
the sewer system. Water quality is
monitored by the local municipality
and fully conforms to standards in
terms of pH, heavy metals, suspended
solids and treatment method. Effluent
tanks are used for the removal of solids.
A minimal quantity of hazardous waste
is generated and is responsibly disposed
of after treatment by a reputable
contractor. Wherever possible, used
process materials are reused and
recycled.

BBBEE SCORECARD

• ISO 9001: 2008

Intellectual property rights
The company owns the IP on export
products.

2011
BBBEE level

8

2012
TARGET

7

Target
achieved
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RC&C Manufacturing
In September 2012 a bid was submitted by the Divitech partnership
in response to the Department of Communications’ request for
proposals for the manufacture of some five million set-top boxes. It
is anticipated that Reutech’s technical expertise and manufacturing
capability in Parow, Cape Town, will secure a significant order for
the devices, which are needed to migrate domestic terrestrial
television from analogue to digital.

Operational areas
Sub-Saharan Africa

The set-top boxes are expected to become a significant part of
RC&C’s manufacturing portfolio but in the interim the factory
continued assembling LCD monitors, television sets and vacuum
cleaners. Additional work is also provided for Reunert partners,
CBI-electric: Low Voltage and Fuchs Electronics.
Should the set-top box bid be successful, the Divitech relationship
will move to the next level where contracting and subcontracting
will occur. The factory has the capacity to manufacture at least a
million boxes per year.
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Governance framework
Independent non-executive directors
TS Munday (Chairman)
YZ Cuba
SD Jagoe
TJ Motsohi
SG Pretorius
JC van der Horst
R van Rooyen

Board of directors
as at 11 December 2012

Reunert Board

Non-executive director
NDB Orleyn
Executive directors
DJ Rawlinson (Chief executive)
MC Krog (Financial director)
BP Gallagher

DJ Rawlinson (Chairman)
DP Coutinho
A Dickson
BP Gallagher

Group Executive
Committee

Committees

MC Krog
AP Openshaw
MAR Taylor
DP van der Bijl

INVESTMENT
COMMITTEE

AUDIT
COMMITTEE

RISK
COMMITTEE

REMUNERATION
COMMITTEE

SOCIAL, ETHICS &
TRANSFORMATION
COMMITTEE

NOMINATION
COMMITTEE

TS Munday
(Chairman)

R van Rooyen
(Chairman)

SG Pretorius
(Chairman)

SD Jagoe
(Chairman)

TS Munday
(Chairman)

NDB Orleyn
(Chairman)

YZ Cuba

YZ Cuba

MC Krog

NDB Orleyn

SD Jagoe

TS Munday

SD Jagoe

SD Jagoe

TJ Motsohi

TS Munday

NDB Orleyn

SG Pretorius

SG Pretorius

TS Munday

TS Munday

JC van der Horst

JC van der Horst

DJ Rawlinson

R van Rooyen

DJ Rawlinson
R van Rooyen

2
1

Subsidiary boards
Company management meetings

internal
audit

Management

Combined
assurance

Forums
external
audit

3
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Governance report
Ethical leadership
Reunert remains committed to sound corporate governance.
The Board is committed to values-driven leadership and specific
Board members have been tasked to ensure that the group remains
motivated to implement and monitor the right behaviour.
In the past year we have again worked actively to improve our
governance practices and to formalise required behaviour,
particularly as recommended by the King Report on Corporate
Governance for South Africa, 2009 (King III) and the JSE Listings
Requirements. The Board is satisfied that Reunert complies with
these frameworks in all material respects. Where we do not comply,
this is stated and explained.
An updated Memorandum of Incorporation (MOI) will be tabled at
the annual general meeting (AGM) in February 2013 for approval by
shareholders. We believe that the proposed MOI appropriately
balances the restrictions imposed on the Board in the interest of
corporate governance against the authority granted to the Board to
manage Reunert effectively. The subsidiaries of Reunert will update
their MOIs at their upcoming AGMs to ensure timely and appropriate
alignment with the Companies Act 71 of 2008. The MOI continues
to require a division of Board responsibilities and provides that no
one individual has unfettered powers of decision-making.

The Board and directors
Male
Non-executive independent
Non-executive
Executive

White

Black

1

5

1
1

White

2

1

Reunert is led by a unitary board, which may consist (if the new
MOI is approved by shareholders) of a maximum of 15 and a
minimum of four directors. Currently there are eleven directors with
three executive directors, seven independent non-executive directors
and one non-executive director.
KW Mzondeki resigned as independent non-executive director on
19 November 2012. One of the executive directors, BP Gallagher,
is due to retire in February 2013.

8

Written declarations of interests are requested from directors at
least bi-annually. The chairman of the Board also provides an
opportunity, as a standard agenda item at each Board meeting, to
directors to disclose any conflict of interests. Any potential conflict
of interest is to be disclosed immediately and affected parties do not
participate in the decision-making or voting process on the matters
in which they are conflicted. This practice has been extended to all
prescribed officers in the group.
New Board members complete an induction programme. Ongoing
training, development and exposure to the business are provided to
the Board through formal processes.
A Board charter sets out the responsibilities of the Board,
which include:

•• providing strategic guidance to the company;
•• retaining full and effective control of the group;
•• reviewing and evaluating the group’s risks;
•• setting criteria, monitoring and evaluating the implementation
of strategies, policies and management performance;

•• approving significant acquisitions and disposals; and
•• approving the composition and terms of reference of
sub-committees of the Board

Female

Black

shareholders or other stakeholders that might compromise their
ability to act in the best interests of the company.

Brief biographies of the directors are provided on pages 8
and 9 of the annual integrated report. For full CVs go to
www.reunert.co.za

The Board has assessed the independence of its members. Except
for NDB Orleyn, all non-executive directors are considered to
be independent as defined in King III and the Companies Act.
Ms Orleyn represents the group’s black economic empowerment
partner, Peotona. Although Ms Orleyn is not independent, she
brings invaluable experience to the Board.
Two non-executive directors have served on the Board for more
than nine years: JC van der Horst has served as a director since
1993 and SD Jagoe since 2000. The independence of these
individuals was, as required by King III, subject to rigorous
assessment by the Board. The Board is satisfied that both directors
have retained independence of character and judgement. During
their tenure, they have not formed associations with management,

The roles of the chairman of the Board and the chief executive are
separate. The Board elects the chairman. The appointment of the
chairman is confirmed annually after an assessment of the
chairman’s performance and independence. The chairman chairs
shareholder meetings and has no executive or management
responsibilities. The chairman attends all Board committee meetings
as proposed by King III. On the resignation of KW Mzondeki the
Nomination Committee proposed and the Board resolved that the
chairman be appointed to the Audit Committee. The Committee
considered that the chairman’s skills and experience would make a
valuable contribution to the Committee.
Notwithstanding the appointment of Board Committees, directors
are jointly accountable for decisions of the Board.
The Board, on the recommendation of the Nomination Committee,
appoints the chief executive and other executive directors, while the
Remuneration Committee recommends to the Board the conditions
of their appointment and compensation. The Nomination Committee
reviewed the performance of the chief executive director and is
satisfied that his performance is in line with expectations, based on
the profile of Reunert as a listed company and the requirements of
the role. The performance of the financial director has been
assessed by the Audit Committee. The Audit Committee concluded
that the financial director’s knowledge, experience and performance
are appropriate for the responsibilities associated with this role.
The Board has assessed its own performance as a collective, as
well as the performance of the individual directors. This assessment
process was led by the chairman and the information obtained will
inform the Board’s objectives for the 2013 financial year.
The Board meets quarterly and at any additional times as may be
required. Members of senior management may, by invitation, attend
Board or committee meetings. Minutes are kept of all Board and
Board committee meetings as statutory records and are made
available to the external auditors.
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The table below records attendance at Board meetings:

14 November
2011
TS Munday (Chairman)
YZ Cuba
BP Gallagher
SD Jagoe
MC Krog
TJ Motsohi
KW Mzondeki1
NDB Orleyn
SG Pretorius
JC van der Horst
DJ Rawlinson
R van Rooyen

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

15 February
2012
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

3 April
(Strategy
session)
2012
ü
ü
ü
ü
ü
Apology
ü
ü
ü
ü
ü
ü

28 May
2012

30 August
2012

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü
ü

1 Resigned on 19 November 2012.

Appointment and re-election of directors
Directors, including executive directors, are required to retire every
three years. This requirement is retained in the proposed MOI. The
Nomination Committee may recommend the retiring director for
re-election by the shareholders at the AGM. The process being
followed for appointments are formal and transparent. The
Nomination Committee, at its meeting on 19 November 2012,
recommended that all retiring directors be re-elected and this
recommendation was approved by the Board. All candidates have
made themselves available for re-election.
In accordance with the JSE Listings Requirements, the proposed
new MOI provides that any shareholder may nominate a candidate
for election as director, but all appointments of directors (other than
the temporary appointment of an individual to fill a casual vacancy)
must be made at an AGM. Shareholders are provided with the
opportunity to vote separately in respect of each individual proposed
for appointment as director. Audit Committee members are elected
separately and in accordance with the requirements of the
Companies Act, at the AGM.

82 Details of remuneration, fees and other benefits earned
by directors in the past two years are available in the
Remuneration Committee report on pages 82 and 83 and
in note 26 of the online financial statements

statutory powers in terms of the Companies Act, Reunert requires
Board committees to make recommendations to the Board, which
recommendations are then considered and, if appropriate, adopted by
the entire Board. To the extent that any director may be conflicted in
respect of a matter being considered by the Board, such as the
remuneration of executive directors proposed by the Remuneration
Committee, such director is excused from the meeting for the duration
of the affected deliberations.
The Board and its committees develop and approve annual work
plans. Minutes are kept of all committee meetings and are made
available to the external auditors.
The committees may, at their own discretion, seek independent,
outside professional advice.
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The reports of the Audit Committee, the Risk Committee,
the Remuneration Committee and the Social, Ethics and
Transformation Committee start on page 73

Nomination committee
This Committee comprises three independent non-executive directors
and one non-executive director and meets at least bi-annually.
The chairman of the Board chairs the Nomination Committee.

Board committees
The power of the Board to appoint Board committees and to delegate
matters to them, provided for in the Companies Act, is not limited
by either the existing or the proposed new MOI. In accordance with
King III the Board is not absolved from its responsibilities to Reunert
by the appointment of committees. Therefore, the Board requires the
chairmen of committees to provide feedback on Board committee
meetings and minutes of committee meetings are presented at each
Board meeting. Other than the exercise by the Audit Committee of its

TS Munday (Chairman)
SD Jagoe
NDB Orleyn
JC van der Horst

14 November
2011

28 May
2012

ü
ü
ü
ü

ü
ü
ü
ü

The Committee makes recommendations to the Board on the
composition of the Board and identifies and nominates candidates
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with appropriate experience, knowledge and qualifications to fill any
vacancies. The integrity and standing of candidates are verified as
far as possible. Selected candidates must be eligible for appointment
as directors and, depending on the requirements of the Board and
its committees at any time, may be measured against additional
independence or other criteria.
The Committee is tasked with advising the Board on succession
planning for the roles of chairman, chief executive and executive
directors. Senior executive appointments are the responsibility
of the chief executive and the executive. The Nomination Committee
is, however, consulted on recommendations and decisions in
this regard.

Investment Committee
The Investment Committee does not have a pre-determined meeting
schedule, but meets on an ad hoc basis as and when the need
arises. This committee considers acquisition and disposal
opportunities in line with Reunert’s overall strategy. Meetings are
arranged on request of either the chief executive officer or the
chairman of the Board.
The Investment Committee currently comprises five non-executive
directors. The chairman of the Board chairs the committee.
Executive directors have a standing invitation to attend the
meetings.
14 October
2011

22 March
2012

31 July
2012
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TS Munday (Chairman)
YZ Cuba
SD Jagoe
SG Pretorius
R van Rooyen

The Committee met three times in the financial year ended
30 September 2012 to discuss material acquisition or disposal
opportunities with management and to provide strategic direction
to the executive directors where required.

Executive directors
The Reunert executive directors are accountable to the Board in
overseeing the group’s risk management programme. Day-to-day
responsibility for risk management and communication of policies
lies with the executives of Reunert and the executives of each
operation in the group.
The internal audit department assists the Board and executives in
monitoring the group’s risk management programme. The head of
internal audit has a standing request to attend the meetings of the
Risk Committee and the Audit Committee.

Group Executive Committee
In the 2012 financial year, the individuals responsible for management
of each of the Reunert business units met on a monthly basis. Minutes
were kept for each meeting. This committee served mainly as a
communication forum between the Reunert businesses and executive
directors of Reunert.

In the interests of a more focused and strategic approach, the
executive committee was reconstituted for the 2013 financial year.
The function of the Group Executive Committee is to share and provide
collective input on the opportunities and risks faced by the group.
The objective is to harness the collective expertise and entrepreneurial
drive to improve group sustainability and growth prospects.

Other corporate governance issues
Company secretarial matters
Reunert Management Services Limited is the company secretary of
Reunert Limited.

Reunert Management Services Limited replaced NG Camhee as the
company secretary on 26 April 2012. Ms Camhee remained as the
individual primarily responsible for providing secretarial assistance
to Reunert. K Louw was appointed to Reunert Management Services
Limited on 1 June 2012, from which date she has been responsible
for the provision of secretarial services on behalf of Reunert
Management Services Limited.
A key focus area for this year has been advising the various
companies in the group on their obligations and other applicable
provisions of the Companies Act. In addition, the secretarial function
has focused on building a communication network with the various
functions in the Reunert group, as well as external service providers,
to ensure a more robust flow of relevant information.
The secretarial function is responsible for shareholder, Board and
Board committee meeting notices, agendas, minutes and related
documentation of Reunert. The secretarial function co-ordinates the
drafting, collation and distribution of these documents and
maintains a filing system. These documents are made available to
the external auditors for inspection. The existing governance
framework between the group and its subsidiaries addresses
reserved matters and are reviewed periodically.
Independence and effectiveness of company secretary
The Nomination Committee, on behalf of the Board, has assessed
the independence of the company secretary.

Although the company secretary is a wholly-owned subsidiary of
Reunert Limited and some of the directors are common to both
companies, the directors of the company secretary (Reunert
Management Services Limited) are duly conscious of their fiduciary
and statutory duties to act independently in the best interests of the
company secretary, as a separate legal entity, which duties may not
and have not been impeded by their directorship of Reunert Limited.
The Nomination Committee considered that the resourcing, skills
and experience of the team that are responsible for the provision of
secretarial assistance are suitable to support independent and
effective secretarial assistance to Reunert.
The Nomination Committee considered K Louw, in her capacity as
group secretarial manager, to be independent. She has access to all
and any of the Board members at any time. Her skills and
experience enable her to advise effectively and independently on
matters within her area of responsibility. She also has access to
sufficient administrative support and external professional advice,
where required, to support effective advice. Therefore the Board is
satisfied that an appropriate arm’s length relationship exists.
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Sponsor
RMB is the company’s sponsor. RMB’s services include advising the
Board on the interpretation of and compliance with the JSE Listings
Requirements and reviewing documentation required by the JSE in
terms of its Listings Requirements.

Dealing in the company’s shares
and closed periods
Employees and non-executive directors are restricted from dealing
either directly or indirectly in the company’s shares on the basis of
privileged price-sensitive information before it is publicly announced
to the market. Senior executives, including all prescribed officers,
require permission from the chief executive before shares are
purchased or sold. All directors require permission from the chairman
before dealing in the company’s shares. Senior executives are
periodically reminded of their own and Reunert’s obligations in
respect of Listings Requirements and to avoid insider trading.

The group is in a closed period after 31 March (half-year) and
30 September (year-end) up to the publication of the financial results
in respect of that period. Additional closed or prohibited periods are
enforced as required by corporate activity. The company’s sponsor
assists the secretarial function to comply with the JSE Listings
Requirements in this regard.

Karen Louw
on behalf of Reunert Management Services Limited
(Reunert Management Services Limited appointed effective
from 26 April 2012)
Group company secretary
19 November 2012

Shareholder’s diary
REPORTING
Financial year-end
Annual general meeting
Announcement of interim results for 2013
Financial year-end
Announcement of final results for 2013
Annual report for 2013 posted on or about

30 September 2012
12 February 2013
21 May 20131
30 September 2013
21 November 20131
17 December 2013

CASH DIVIDENDS
Final dividends for 2012
Ordinary shares
Declared

Monday, 19 November 2012

Last date to trade (cum dividend)

Friday, 11 January 2013

First date of trading (ex-dividend)

Monday, 14 January 2013

Record date
Payment date

Friday, 18 January 2013
Monday, 21 January 2013

Shareholders may not dematerialise or rematerialise their holdings
of Reunert shares between Monday 14 January 2013 and Friday
18 January 2013, both days inclusive.
5,5% cumulative preference shares
Declared
Payment date
Declared
Payment date
1 Dates are subject to change.

31 December 2012
31 January 2013
28 June 2013
31 July 2013
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Audit committee report

of 2008 and the King Code of Governance Principles for South Africa,
2009 (King III).

The Audit Committee has pleasure in submitting its report to
stakeholders for the financial year ended 30 September 2012.
The Audit Committee is an independent statutory committee
appointed by the shareholders. The Board delegates duties and
responsibilities to the Audit Committee according to terms of
reference, which are formalised in a charter. The charter is
recommended by the Audit Committee and approved by the
Board on an annual basis.

Composition and meetings
Members: R van Rooyen (Chairman), YZ Cuba, SD Jagoe,
TS Munday1, KW Mzondeki2
The Audit Committee comprises of four independent non-executive
directors and meets at least three times a year. The chairman of the
Reunert Board, chief executive, financial director, external auditors,
internal auditors and financial executives attend committee meetings
by request.

Audit Committee charter

During the year under review, the Audit Committee conducted its
affairs in accordance with its charter, and assisted the Board in
discharging its responsibilities as required by the Companies Act 71

Attendance register
R van Rooyen
YZ Cuba
SD Jagoe
KW Mzondeki

Appointed
to Committee
17 Nov
1 Jan
14 Nov
17 Nov

1 TS Munday appointed on 7 December 2012.
2 KW Mzondeki resigned on 19 November 2012.

10 November
2011

7 March
2012

9 May
2012

4 October
2012
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2009
2011
2000
2009

Roles and responsibilities
According to its terms of reference the Audit Committee assists the
Board in discharging its duties relating to:

•• safeguarding assets
•• operating adequate systems and internal controls
•• assessing the group’s going concern status
•• ensuring that there are effective and relevant financial risk
management processes in place

•• reviewing interim financial information, the integrated report and
annual financial statements

•• internal and external audit processes
•• the process for monitoring compliance with laws and regulations
and

•• information technology governance.

The Committee is satisfied that Deloitte is independent of the group,
as contemplated in section 94(8) of the Companies Act. In making
this determination the Committee has considered Deloitte’s
compliance with criteria relating to independence or conflicts of
interest as prescribed by the Independent Regulatory Board for
Auditors. Requisite assurance was sought and provided by Deloitte
that internal governance processes in the audit firm support its claim
of independence.
The Committee, in consultation with executive management, agreed
to the engagement letter, terms, audit plan and budgeted audit fees
for the 2012 year. Deloitte is considered for non-audit services
according to a formal process, and the nature and extent of non-audit
services that Deloitte may provide is agreed in terms of a pre-approval
policy, both with regard to the nature of services that can be provided,
as well as the aggregate amount of fees that may be charged.

The chairman of the Committee meets individually with external and
internal audit without any other executives of Reunert present, at least
on an annual basis. The Committee has unrestricted access to
management, external auditors and the internal audit team.

The Audit Committee nominates Deloitte for re-election at the annual
general meeting of Reunert Limited and Mr Patrick Smit as the
designated partner to perform the functions of external auditor. The
Audit Committee is satisfied that Deloitte and Mr Smit are accredited
and appear on the JSE list of auditors and advisors.

Expertise and experience

Internal audit

The Committee has considered and is satisfied that the expertise and
experience of the financial director is suitable, and that the adequacy
of resources of the finance function and experience of the senior
members of management responsible for the financial function is
appropriate.

Internal audit operates under a charter recommended by the Audit
Committee and approved by the Board. Internal audit attends
all Audit Committee meetings by request and reports its findings
to the Committee.

External auditor appointment and
independence
The Audit Committee has engaged Deloitte & Touche (Deloitte)
to perform an independent and objective audit of the group. The
financial statements are prepared in terms of International Financial
Reporting Standards (IFRS).

The internal audit function reports independently on whether risk
management, control and governance processes are adequate
and functioning within the group. Internal audit performs periodic
independent evaluations of the adequacy and effectiveness
of internal controls, financial reporting structures and the
integrity of information systems and records. The Audit Committee
approves the annual risk-based internal audit work plan. The
head of internal audit has a standing invitation to attend
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executive committee meetings and attends selected operational
management meetings.
Internal audit reports to the chairman of the Audit Committee and has
unrestricted access to him. This Committee approves the appointment
and dismissal of the head of internal audit and assesses the internal
audit team’s performance, objectivity and independence.
The Board does not perform an independent quality review of the
internal audit function as it has delegated this review to the Audit
Committee. The members of the Audit Committee engage directly
with internal audit and believe they are best placed to perform an
effective and independent review.
In the past year, Reunert’s internal audit function has performed
a review of the group’s internal control environment, including its
internal financial controls, and its risk management process. Based on
the results of these reviews, the internal audit function has confirmed
to the Audit Committee and the Board that no evidence has come to
light to indicate that the group’s internal control environment and risk
management process is ineffective. In addition, there is no indication
of any material weakness in internal financial controls in terms of
design, implementation or operation.

Internal, financial and accounting controls
Financial and internal controls focus on critical risk areas. The
controls are designed to provide reasonable assurance that assets
are safeguarded from loss and unauthorised use, and that financial
records may be relied upon for preparing the financial statements and
maintaining accountability for assets and liabilities. The identification
of risks and implementation and monitoring of adequate systems of
internal, financial and operating controls to manage such risks is
delegated to senior executive management. Financial risk management
policies are communicated directly to executive management and the
appropriate levels of management in the various operations.
The Board acknowledges its responsibility for ensuring that
management implements and monitors the effectiveness of systems
of internal, financial and operating controls. The Board, via the Audit
Committee, monitors the effectiveness of established controls and
procedures to ensure the accuracy and integrity of accounting
records, and monitors the group’s financial risks and reporting.
Based on internal audit’s review of the design, implementation and
effectiveness of the group’s system of internal financial controls in
2012, and considering information and explanations given by
management and discussions with Deloitte on the results of its audit,
nothing has come to the attention of the Audit Committee to indicate
that the group’s system of internal financial controls is not effective or
the preparation and presentation of the financial statements and
integrated report is unreliable.

Information technology (IT)
The Board recognises that IT is a key enabler for the group in providing
employees and decision makers with critical information needed to
make effective decisions on behalf of the group. The Board has
assigned the responsibility of monitoring IT governance to the Audit
Committee. To assist the Audit Committee with its oversight role,
an IT steering committee was established to focus on:

•• IT security
•• Data integrity
•• Business continuity
•• Standardising IT policies and procedures
•• Mitigation of material IT risks
•• IT procurement.
In 2012, the Board approved, on recommendation of the Audit
Committee, an IT governance charter setting out the terms of
reference for the IT steering committee. This Committee includes
senior representatives from across the Reunert group and includes
financial, management and information technology resources.
Key IT risks are assessed and reported to the Audit and Risk
Committees. The Audit Committee believes the systems of internal
control over IT are adequate and effective and is not aware of any
material breakdown in the functioning of the internal IT control
systems during the financial year.

Whistle-blowing function
Reunert outsourced its whistle-blowing reporting function to Deloitte
Tip-offs Anonymous in January 2011. Tip-offs Anonymous is an
independent, confidential whistle-blowing hotline service and gives
employees and all stakeholders the opportunity to anonymously
report any unethical practices.
A total of 73 (2011: 52) contacts resulted in 47 (2011: 38) reports.
All instances were reported to the Audit and the Social, Ethics
and Transformation Committees, thoroughly investigated by
management and appropriately acted on under the guidance
of internal audit.

Corruption and fraud
All group companies submit defalcation reports on a monthly
basis. Operational processes are analysed to identify the risk of
potential corruption and fraud. Fraud risk is monitored closely
and processes are continually improved to curtail and eliminate
opportunities for fraud.
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King III compliance
The diagrammatic representation below highlights the results of an internally conducted maturity assessment with regard to company’s application
of the King III principles.
The narrative statements documenting the application of each principle, as required by paragraph 8.63(a) of the JSE Listings Requirements,
is available on our website.

The group complies with all the principles and in numerous instances exceeds the prescribed compliance level. Continuous progress and effort is
being made to enhance our application of the principles, where appropriate.
Governing stakeholder relationships
8

Internal audit

9

7

Integrated reporting
and disclosure

Current State
Targeted State
Not adopted
Compliance
with laws,
codes, rules
and standards

6

1

Ethical leadership
and corporate
citizenship

Partial adoption
Compliance with
King III principles
Exceeding
prescribed
compliance with
King III principles

5

2

The governance of
Information Technology

4

The governance of risk

Board and directors

3

Audit committees

Rynhardt van Rooyen / Chairman
Sandton
19 November 2012
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Composition and meetings
9 May
2012

19 September
2012
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Members: SG Pretorius (Chairman), MC Krog, TJ Motsohi,
TS Munday, DJ Rawlinson, R van Rooyen
The Risk Committee includes at least three non-executive directors
and the chairman of the Audit Committee is an ex officio member.
The chief executive and financial director are executive members.
The committee meets at least twice a year.
The responsibilities and functioning of the committee are governed
by formal terms of reference approved by the Board and reviewed
annually.

SG Pretorius
MC Krog
TS Munday
TJ Motsohi
DJ Rawlinson
R van Rooyen

Risk Committee charter

The Committee ensures that risk disclosure is comprehensive, timely
and relevant and that effective policies and risk management plans
are in place to allow the group to achieve its strategic objectives.
Within the Reunert group, risk management is considered to be a
key business discipline designed to balance risk and reward, and to
protect the group against risks and uncertainties that could impede
its business objectives. The Board formulates its risk strategy
through deliberation with the Risk Committee on whether Reunert’s
risk tolerance has been properly considered and is appropriate to
enable the group to achieve its strategies and objectives.
The Board acknowledges its responsibility for the risk management
process as a whole, as well as for forming an opinion on the

effectiveness of this process. Management is accountable to the Board
for designing, implementing and monitoring the process of risk
management, as well as integrating it into day-to-day business
activities.
Appropriate mitigation and/or remedial actions are identified and
driven through a risk improvement management system. All group
companies conduct formal risk assessments and operational risk
management meetings are held at least twice a year. The Reunert
chief executive, financial director and senior management attend
operational risk management meetings. Internal audit attends all
group risk meetings and helps facilitate the process. In addition to
formal risk management meetings, risks are discussed on a monthly
basis at the operational management meetings.

Risk management methodology
Our risk management methodology, which is based on the ISO 31000 framework, can be summarised as follows:

1

Defining and categorising risks

Risks at each operation are defined and classified as strategic, business, process,
financial, operational and compliance-related risks.

2

Assessing the quantitative impact of
the risks should they occur

Risks are assessed based on their potential impact on the business in accordance
with Board approved risk tolerance levels ranging from insignificant to catastrophic.

3

Assessing the probability of the
risks occurring

Risks are assessed based on the likelihood of them occurring assuming that there
are no controls in place. Risks are scored in a range from rare to almost certain.

4

Assessing the effectiveness of
internal controls in place

Internal controls are recorded and assessed for each identified risk. A control
effectiveness rating is assigned to each risk ranging from very effective to ineffective.

5

Classifying the risks

Residual risks are classified as high, medium and low based on their impact and
likelihood of occurring, after taking into account the effectiveness of the internal
controls in place.

6

Developing risk mitigation strategies
for all identified risks

Risk mitigation strategies and action plans are developed in line with Board
approved risk tolerance levels.

7

Monitoring risks

Risks are monitored on a continuous basis and are discussed formally twice a year.

8

Reporting

Risk reporting follows the risk reviews and is considered by the Risk Committee at
its meetings twice a year.
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Mitigation of risks
Major strategic
risk

Risk description

Risk mitigation strategies

Economic and
business environment

The downturn in the local and global economies is
expected to continue in the medium term.
The recent unprotected illegal strike action
contributes to significant uncertainty within the local
economy and is threatening foreign investment.
Such an environment places strain on our businesses
as sales cycles are extended and projects are
delayed.

The group places significant emphasis on effective cost management
and working capital management, productivity improvements and
the development of new products and services. Fixed costs are
actively managed to ensure that the breakeven point is lower than
the sustainable volumes.
While the labour unrest is largely uncontrollable, the majority of our
operating companies have signed multi-year contracts with relevant
unions that provide a substantial revenue base for the group.

Increased competition
and commoditisation

All of our operating segments are impacted
by increased product competitiveness, inexpensive
imports, dumping of goods and multinationals
exploring new markets. As a consequence, our
businesses need to develop strategies to manage
resultant margin pressure and provide sustainable
growth to our stakeholders.

Providing top quality products and services superior to those of our
competitors, while maintaining our margins through continued
operating efficiencies, is a key strategic focus.
Furthermore, where appropriate, complementary solutions’ offerings
are considered to provide diversification.

Regulatory and
technology changes
within the
telecommunications
industry

The regulated mobile interconnect rate dropped from
73 cents to 56 cents per minute in March 2012. A
further reduction to 40 cents per minute is scheduled
for March 2013.
Whilst this reduction will have an impact on Nashua
Mobile’s revenue, there is not expected initially to be
a direct pass through of the reduction from the
network operators to the retail market.
Competition in the mobile market is intensifying with
the mobile network operators cutting tariffs,
increasingly price sensitive customers and average
revenue per user dropping.

Converged communications solutions are driving the
telecommunications market. To this end, Nashua Communications
and Nashua ECN merged with effect from 1 October 2012. In
addition, Nashua Communications acquired KSS Technologies, a
leading data network company, in June 2012. These changes allow
Nashua Communications to offer converged voice, data and cloud
services to corporate customers.
While Nashua Mobile’s least cost routing (LCR) business has reduced
by the dropping interconnect rates, Nashua ECN’s business has been
bolstered by these changes. The mobile operators are in the process
of introducing new LCR packages aligned with the lower interconnect
rates.
To reduce customer churn, Nashua Mobile has made a considerable
investment in its IT infrastructure to improve customer service levels.

Volatility in
commodity prices
and exchange rates

Several of the group’s businesses either import or
export products and services and are therefore
affected by volatile exchange rates and changes in
commodity prices, specifically copper.

Exchange rate risk and commodity price risk are actively managed
within the tolerance levels set by the group’s risk management
policies.
Through our hedging philosophy, the group takes appropriate cover or
transfers the risks associated with movements in the exchange rates
and commodity prices to customers, where contracts provide for this.

Diversity,
transformation and
retention of critical
skills

Transformation is a key focus area for the Board
and the group.
Not only is this an important legislative imperative,
but the group believes strongly that a transformed
and more diverse organisation is more resilient and
better positioned to be competitive.

Transformation will continue to be a key focus for 2013 and
individual targets have been set for all business operations.
Various strategies have been implemented to retain and mentor key
staff and grow the pipeline of suitably skilled historically
disadvantaged South African employees within the group.
Succession planning is carefully considered by the Group Executive
Committee, and where appropriate, by the Nomination Committee.
Key staff members are identified and properly incentivised and
remunerated.

The Board is committed to increasing shareholder value by operating in a manner that understands the calculated risks that are taken in order
to optimise opportunities and protect against risks and uncertainties that could threaten the achievement of its strategic objectives. This
commitment is reflected in management’s continued attention to the importance of effective risk management through effective risk reporting
processes that enable management to make quality informed decisions.

Brand Pretorius / Chairman
Sandton
19 November 2012
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Remuneration committee report
Composition and meetings
Members: SD Jagoe (Chairman), TS Munday, NDB Orleyn,
JC van der Horst
The Remuneration Committee is chaired by SD Jagoe and consists
of four non-executive directors. The chief executive attends all
meetings, and other executives attend meetings where appropriate.
SD Jagoe was appointed as chairman of the Committee with effect
from the Committee’s meeting on 28 May 2012. Prior to SD Jagoe’s
chairmanship, the committee was chaired by NDB Orleyn. She
remains a member of the Remuneration Committee, but retired as
chairman to take on the role of chairman of the Social, Ethics and
Transformation Committee.
Special
6 October
2011

14 November
2011

28 May
2012

30 August
2012
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SD Jagoe
NDB Orleyn
TS Munday
JC van der Horst

Role and responsibility
The primary mandate of this Committee is to determine the group’s
remuneration philosophy and to monitor the implementation
of the remuneration philosophy by way of the group’s remuneration
policies.
On an annual basis, the Committee:

•• reviews the company’s remuneration policy for approval by the
Reunert Board and shareholders;

•• reviews the compensation base and proposed average annual
increase for the group’s employees;

deliver shares, by purchasing Reunert shares in the market.
The CSP will be non-dilutive to the extent that shares are purchased
in the market. The rules of the CSP entitle the Remuneration
Committee to amend the vesting criteria, on an annual basis, to take
account of changing market conditions. Any changes to the vesting
criteria must be within the CSP’s prescribed parameters, will be
disclosed to shareholders in the remuneration report and will be
subject to their approval.
In terms of the previous long-term incentive scheme, 500 000
share options were granted on 15 November 2011 to three executive
directors, following the appointment of a new chief executive and
financial director on 22 September 2011. No further grants will be
made under this share option plan, but the plan will continue to
meet its current obligations until no employees have any rights
under this plan.
The Remuneration Committee chairman is required to report to the
Board after each meeting and attend the annual general meeting
(AGM) to answer questions from shareholders on remuneration.

Remuneration policy
The group’s focus is to attract, motivate and retain employees
of the highest calibre. The Committee reviews remuneration policies
in South Africa and globally and attempts to apply best practice to
the group.
As far as possible, the Committee aligns the outcomes of the
remuneration policy reviews with the interests of shareholders and
also seeks to encourage and reward long-term sustainable growth
of the group. In the case of senior management longer-term
strategic actions are encouraged by having a high proportion
of variable remuneration, payment of which is made out of
increased returns to shareholders.
Remuneration is based on the following elements:

•• approves the remuneration packages of executive directors and
•• approves the short-term bonus targets and performance criteria

Guaranteed package

Based on the responsibility level and
requirements of the role, as well as
experience and cumulative performance.

•• approves the short-term bonus awards for the prior year;
•• approves the annual award of shares under the share-based

Short-term
incentive bonus

Designed to motivate and drive
exceptional short-term performance.
Targets are set to achieve short-term
financial and strategic objectives.

Long-term incentive

Designed to reward the achievement of
longer-term sustainable growth and
balance employee focus between
long- and short-term goals. Further, it
intends to align management and
shareholder interests over the long term.
Targets are set such that vesting of
long-term incentives only occurs if
positive real growth in shareholder
returns has been achieved. A small group
of key individuals will participate in a
retention scheme, which scheme is also
aimed at the long-term sustainability of
the group’s performance.

senior managers of the group;

for the forthcoming year and ensures they are in line with group
strategy and market conditions;

incentive scheme; and

•• reviews senior management promotions, transfers, recruitments
and terminations.

During the year the Remuneration Committee finalised a new
long-term conditional share plan (CSP), in line with current trends
relating to share-based incentive schemes in South Africa. In terms
of the CSP, allocations will be made to executives which, subject to
performance vesting conditions (as recommended by King III), may
give those executives the right to acquire Reunert shares for no
consideration. The number of shares that will be required to settle
the CSP’s obligation to executives will be materially lower than a
standard share option scheme.
The group, through the Audit Committee, will consider from
time-to-time, the viability of hedging its expected obligation to
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For executive management, the expected average annual
remuneration over the term of a business cycle is expected to be
made up as follows:

Note

Estimated
% of
guaranteed
package

Estimated
% of total
remuneration
package

Guaranteed package
Short-term incentive
Long-term incentive

1
2

100
50
50

50
25
25

Total annual
remuneration

3

200

100

Note 1
The short-term incentive is the estimated average annual payment
over a business cycle. Market conditions and individual business
performance could result in over- or under-achievement of these
estimates in any one year.
Note 2
Long-term executive incentives are dependent on the performance
of all the components of the group. This estimate will be influenced
by market conditions, the effectiveness of group strategies
and the senior management team’s effectiveness in executing
group strategies.

The bonus is structured to be self-funding, with payments made out
of increased profits.
Non-financial thresholds, for example transformation targets are also
set for executive management to qualify for a bonus payment.
Employees other than executive management are paid bonuses at
lower percentages of guaranteed package. These bonuses, other
than in exceptional circumstances, do not exceed three months’
guaranteed package. These bonuses are discretionary, dependent
on performance and are not guaranteed.

Long-term incentiveS
The CSP will be presented to shareholders for approval at the AGM
to be held on 12 February 2013. The targets set are intended to be
challenging but realistic, are based on a graduated vesting scale,
and full vesting will require a stretch performance.
The key terms of the CSP are:

•• The performance conditions comprise real growth in normalised
headline earnings per share and total shareholder return, each
measured independently;

•• The vesting period for each allocation shall be 50% after three
years and remaining 50% after four years;

•• The performance conditions are measured over the vesting periods
for the shares;

The retention scheme for key employees will be conditional on
remaining in the employ of the group. The percentage of the
guaranteed package will be substantially lower than that of the
executive incentive, which are subject to performance conditions.

•• Annual awards will be made;
•• The face value of any awards may not exceed 1,5 times

Note 3
Total annual remuneration over the business cycle is expected
to be in the upper quartile, but is dependent on the achievement
of performance conditions.

•• The conditional shares are delivered to the executive, for no

Guaranteed package
The group aims to attract and retain individuals with talent, critical
skills and an entrepreneurial bias. Benchmarking against peer
companies is done as far as possible, and the guaranteed package
is reviewed on an annual basis with reference to these benchmarks
and individual performance. The guaranteed package aims to
remunerate senior executives in the second quartile (i.e. up to the
median). The guaranteed package for employees other than
executive management is targeted at the median.
Ongoing performance monitoring against predetermined targets
ensures the alignment of performance and sustainability to drive
long-term shareholder value creation.

Short-term incentive
The incentive (bonus) scheme is based on the achievement of
pre-determined targets and an assessment of the individual’s
performance. The targets include corporate and operational
performance measures, as well as individual performance against
pre-determined objectives related to key business strategies and
requirements. Operating profit is used as the primary financial measure
with a consideration of the specific factors affecting each operation.

guaranteed salary package, dependent on the role and
responsibility of the executive;
consideration, after the vesting period, to the extent that the
performance conditions are met and provided that the participant
is in the employ of the group.

In line with the King III recommendations, the CSP also caters for
employees who are specialists in their field and who would not
otherwise qualify for the CSP. In this case, to attract, motivate
and retain the necessary specialist skills required in Reunert’s
high technology businesses, no performance conditions apply.
The number of shares for specialist employees will be limited
and will vest provided that the participant remains in the employ
of the group for the full vesting period, which is four years.
No allocations will be more than 0,25 times guaranteed package.
The annual awards will be made by the Remuneration Committee,
taking into account the performance, job level and guaranteed
package of participating employees, and the value of the awards
in relation to appropriate benchmarks.
Reunert accounts for the share awards as equity settled instruments
in terms of IFRS2 Share-based Payments.

A bonus is earned only when a predetermined threshold is achieved.
Should stretch targets be achieved in full, a maximum of 140% of
guaranteed package can be earned by executive management.
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Financial targets, information and allocations
Maximum participants and allocations for CSP

Performance vesting condition for CSP
Performance condition 1
Performance condition 2

Normalised HEPS
Total shareholder return

60%
40%

Performance targets for CSP
Below inflation
Inflation plus 4%
Inflation plus 8%

No vesting
40% vesting
100% vesting

These targets will be compounded annually over the vesting period,
and vesting will be linear between the above data points.

Life of scheme
The scheme will terminate after eight years, at which time the
shareholders will be requested to approve a revised long-term
incentive scheme.

Participants

– performance vesting
– specialist

Number of
shares to be
issued

– maximum annual
allocations
– scheme maximum
allocations (over 8 years)
– individual participant
annual maximum
allocation

Percentage of
total shares in
issue

70 individuals
30 individuals
1 250 000 shares
10 000 000 shares

– annual maximum
– life of scheme

125 000

0,75%
6,00%

The Remuneration Committee has allocated, subject to shareholder
approval of the CSP and the remuneration policy, the following
awards:
Actual participants and annual costs for CSP
Participants

– performance vesting
– specialist

Number of
shares to be
issued
Percentage of
total shares
(note 2)

50 individuals
25 individuals
1 000 000

0,75%

Illustrative calculations: Cost of CSP at 4% and 8% real growth

Compound growth in NHEPS and total shareholder returns
over 3 years
(Note 3)
Inflation +4%
Inflation +8%

2012
NHEPS
R

2015
NHEPS
R
(Note 1)

Estimated
market capital
increase
(Note 2)

Estimated
value to
executives

6,45
6,45

8,46
9,43

R3,9 billion
R5,8 billion

R60 million
R136 million

Note 1
Increase in NHEPS based on Statistics SA headlines CPI inflation of 5,5% (October 2012) compound growth for three years.
Note 2
Increase in Reunert’s market capitalisation after three years based on current PE ratio of 12 and 163 million shares used to calculate earnings
per share. This excludes the value gained by shareholders through dividends paid in the vesting period.
Note 3
Value of shares that will vest in terms of the pro forma criteria after three and four years, based again on Reunert’s current PE ratio of 12 and
163 million shares and assuming 1 200 000 shares were initially awarded.
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Short-term incentive awards
Target set for 2012
Growth in EBIT
Bonus as a percentage of guaranteed package
Estimated bonus award

7,5%
20%
R17 million

10%
40%
R41 million

20%
100%
R87 million

26%
140%
R129 million

The EBIT growth reflected above is the average EBIT growth for each business unit participating in the short-term incentive. Certain divisions
have higher targets and others lower targets in respect of EBIT growth.

Actual achieved 2012
Growth in EBIT before bonus award
Growth in EBIT after bonus award

13%
10%

Rm

2012

2011

Bonuses earned by CBI-electric segment
Bonuses earned by Nashua segment
Bonuses earned by Reutech segment

8,6
13,2
19,4

15,8
19,0
2,6

Total bonuses earned by operations

41,2

39,4

Individual companies within each segment earned bonuses for meeting targets set for the 2012 financial year. The exceptional performances
by all the Reutech companies in 2012 resulted in bonus awards approaching 100% of guaranteed package being earned.
Included in the objectives for the short-term incentive scheme was the achievement of a predetermined BBBEE rating. The achievement of this
rating was a precondition for bonuses to be earned.

Targets for 2013
Growth in EBIT after bonus award
Bonus as a percentage of guaranteed package
Estimated bonus award

5%
20%
R20 million

10%
40%
R45 million

17%
100%
R95 million

24%
140%
R135 million

The EBIT growth reflected above is the average EBIT, for each business unit participating in the short-term incentive. The individual business
units’ target percentages differ. Should Reunert in aggregate not meet the above target growth rates, bonuses may still be earned by those
business units that achieve their specific targets.
The targets set for the short-term incentives are based on both EBIT growth for the group (30%) and EBIT growth for the business unit (70%)
and, in cases where the targeted financial performance is lower than the prior year, on specific performance indicators.
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Executive directors
Employment contracts
As reported at our AGM held on 15 February 2012, GJ Oosthuizen left the employ of the company on 14 October 2012 by mutual agreement.
In terms of an annually disclosed employment contract, Mr Oosthuizen was paid R8,9 million as severance benefits, in addition to the gain of
R1,6 million he made on the exercise of previously granted options. Subsequent to the contractual severance payment made to Mr Oosthuizen
the employment contracts of all the other executive directors were voluntarily rescinded and no similar contracts now exist in the group.

Remuneration
The remuneration of executive directors for the past two financial years is reflected in the tables below:
Executive directors

R’000
2012
DJ Rawlinson
BP Gallagher
MC Krog
GJ Oosthuizen
2011
NC Wentzel
BP Gallagher
MC Krog
GJ Oosthuizen
DJ Rawlinson

Bonus
and
performance
related
payments

Travel
allowances

Retirement
contributions

Medical
contributions

Other

4 310
2 423
2 506
138

1 700
810
1 000
–

60
–
98
9

430
241
246
16

50
36
–
2

–
–
–
8 946

9 377

3 510

167

933

88

3 839
2 159
451
1 805
2 029

1 800
875
300
–
875

126
–
16
108
60

389
217
35
189
209

10 283

3 850

310

1 039

Salary

Sub total
6
3
3
9

Gains on
options
exercised

Total

550
510
850
111

–
541
–
1 621

6
4
3
10

550
051
850
732

8 946

23 021

2 162

25 183

58
24
–
23
52

12 000
–
–
–
–

18 212
3 275
802
2 125
3 225

–
1 120
–
1 130
1 334

18 212
4 395
802
3 255
4 559

157

12 000

27 639

3 584

31 223

Total

The remuneration of prescribed officers for the past two financial years is reflected in the tables below:

Prescribed officers

R’000

Salary

Bonus
and
performance
related
payments

2012
Officer A
Officer B
Officer C
Officer D
Officer E
Officer F

–
1 670
–
1 277
1 261
968

–
–
–
–
–
–

–
24
–
60
120
111

–
164
–
135
207
166

–
42
–
63
76
39

–
–
–
–
–
–

–
1 900
–
1 535
1 664
1 284

–
1 875
–
1 024
–
1 258

–
3 775
–
2 559
1 664
2 542

5 176

–

315

672

220

–

6 383

4 157

10 540

–
728
200
400
262
165

80
24
38
60
120
111

151
143
120
123
167
154

34
49
68
58
70
36

1 727
6
6
6
–
–

3
3
3
2
2
2

023
456
658
800
549
353

6 951
1 244
–
–
–
–

7 755

433

858

315

1 745

17 839

8 195

2011
Officer A
Officer B
Officer C
Officer D
Officer E
Officer F

1
1
1
1

031
506
226
153
930
887

6 733

1
2
1
1
1

Travel
allowances

Retirement
contributions

Medical
contributions

Other

Sub total

Gains on
options
exercised

9
4
3
2
2
2

974
700
658
800
549
353

26 034
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Policies affecting non-executive directors
The appointment of non-executive directors is considered and requires approval by the full Board based on proposals received from the Reunert
Nomination Committee.
Non-executive directors do not have service contracts with the company, do not receive any incentives from the company and are not eligible
for participation in any long-term share-based incentive plans.
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.

Remuneration structure
The remuneration of non-executive directors is reviewed by the Remuneration Committee on an annual basis. Remuneration is compared with the
median of selected peer companies as a reference point and recommendations are submitted to the Board and then to the shareholders for approval.
Fees are approved annually at the company’s AGM and are effective from 1 March each year.
Executive directors do not earn additional remuneration for their attendance at Board or Committee meetings.

Expenses
Travel and accommodation expenses of R36 771 (2011: R40 600) were reimbursed.

Payments to non-executive directors made in 2012
Amounts paid to non-executive directors (from 1 October 2011 to 30 September 2012) as fees are reflected in the table below:
R’000
Total directors’ and committee fees paid
TS Munday
BP Connellan (retired 8 February 2011)
YZ Cuba (appointed 1 January 2011)
SD Jagoe
KJ Makwetla (retired 8 February 2011)
TJ Motsohi
KW Mzondeki (resigned 19 November 2012)
NDB Orleyn
SG Pretorius (appointed 22 February 2011)
JC van der Horst
R van Rooyen

2012

2011

784
–
296
455
–
200
323
337
329
289
436

643
64
206
377
55
154
237
252
181
250
334

3 449

2 753

Sean Jagoe / Chairman: Remuneration Committee
Sandton
19 November 2012
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Social, ethics and transformation
committee report
Composition and meetings
Members: NDB Orleyn (Chairman), TS Munday, KW Mzondeki ,
BP Pretorius
1

The Board established Reunert’s Social, Ethics and Transformation
Committee in July 2011 to assist the Board in its oversight in
ensuring that the group is and remains a responsible corporate
citizen, and to perform the statutory functions required of such a
committee in terms of the Companies Act, 71 of 2008. This report
describes how the Committee has discharged its statutory duties
in the financial year ended 30 September 2012.
TS Munday chaired the meeting in February whereafter NDB Orleyn
was appointed chairman. The Committee meets at least twice a
year and consists of at least three non-executive directors, who
are suitably skilled and experienced. The chief executive and the
financial director are invited to attend all committee meetings.

NDB Orleyn
TS Munday
KW Mzondeki
SG Pretorius

16 February
2012

19 September
2012

ü
ü
ü
ü

ü
ü
ü
ü

Social, Ethics and Transformation Committee charter

Policy review
The Committee is responsible for reviewing Reunert’s policies with
regard to the commitment, governance and reporting of the group’s
sustainable development performance and for guiding management
and making recommendations to the Board. The Board approved
the group environmental policy in the current year.
Environmental policy is available at www.reunert.co.za

Monitoring responsible and sustainable
development performance
The Committee monitors the responsible and sustainable development
performance of the group in respect of:

•• stakeholder engagement;
•• health and public safety, which includes occupational health
and safety;

•• broad-based black economic empowerment;
•• labour relations and working conditions;
•• training and skills development of our employees;
•• managing the group’s environmental impacts;
•• ethics and compliance; and
•• corporate social investment.
1 KW Mzondeki resigned from the Committee on 19 November 2012.

In addition the Committee monitors relevant legislation, other legal
requirements or prevailing codes of best practice, specifically with
regard to social and economic development, good corporate
citizenship, the environment, health and public safety, consumer
relationships, as well as labour and employment.
The Committee is mindful of its broad range of responsibilities and
believes that a phased approach, starting with putting the necessary
structures in place, planning meticulously, and then executing and
reporting will allow the Committee to make the strategic contribution
in the spirit that the Act envisages. We expect this to take a number
of years but are satisfied that the journey is well underway.

2012 objectives
The primary objectives for 2012 were to establish the scope of
the Committee in view of the statutory requirements, to formalise
these into the terms of reference and to identify those areas within
the Committee’s scope that present potential material risks for
the group.
The Committee reviewed current policy and processes
pertaining to values, ethics, customer satisfaction,
compliance with relevant consumer legislation and
employee satisfaction throughout the group. This review highlighted
certain focus areas for the forthcoming year, including a continued
transformation drive, given its importance to the sustainability of the
business, and the development of a rejuvenated set of shared values
for the Reunert group.
Furthermore, the Committee reviewed current corporate social
investment spend and guided management in aligning it more
closely with the country’s national priorities, most notably that
of education. A significant portion of our existing spend is directed
to the Reunert College, which is our flagship social development
project. We are proud of the difference that the College makes, not
only in the lives of our students, but also the impact it has on their
families and the broader community. The College currently has
61 black matriculants writing their final examinations in mathematics,
science and accounting and is proud to mentor and oversee the
progress of its 55 black tertiary bursars.
The advent of integrated reporting has prompted the group to
develop more sophisticated systems to collate the varied information
required. This investment has provided a consolidated view of
group-wide social and environmental initiatives and key data. This
will serve as a baseline of measure against which we will report
in future and as a basis for engagement with our stakeholders.

87 Social and environmental initiatives start on page 87 to 91
and are also available in our online report

Objectives for 2013
The Committee will, at its meetings in 2013, review group-wide
information relating to the following major themes of Regulation 43
of the Companies Act:

•• stakeholder engagement (including consumer protection and
satisfaction, employment equity and labour relations);
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•• sustainability (including environment, health and safety,
tuberculosis and HIV/Aids initiatives); and

•• social and economic development (including the ten principles

of the United Nations Global Compact, and our corporate social
investment initiatives).

As we gain clearer perspectives and insight, the Committee will
seek to consolidate its understanding of the material social, ethical
and transformation issues that pertain to Reunert and to ensure
that they are managed in the best interests of the group and
our stakeholders.

Public reporting and assurance
The Committee is responsible for reviewing and approving the
corporate responsibility content in the annual integrated report.
The Committee reviewed the governance report and the relevant
sustainability information included in the integrated report, which
were approved by the Board, on the Committee’s recommendation.
We are satisfied that the current level of combined assurance
provides the necessary assurance over the quality and reliability of
the information presented. The Committee will continue to monitor
whether additional forms of assurance are necessary in future.
As required, the Committee will, through its chairman or one of its
members, report to the company’s shareholders on the matters
within its mandate at the Reunert annual general meeting on
12 February 2013. Any specific questions to the Committee may
be sent to the company secretary prior to the meeting.
The Committee is committed to overseeing the processes within its
mandate to ensure the long-term sustainability of the group, and
embraces its responsibilities. We intend making a visible and lasting
difference to all our major stakeholders and, in so doing, ensure that
the Reunert group remains relevant and sustainable.

Thandi Orleyn / Chairman: Social, Ethics and
Transformation Committee
19 November 2012
Sandton
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Social responsibility report
Reunert is committed to the
highest standards of ethical
behaviour and places a strong
emphasis on promoting
awareness of, and compliance
with, its code of ethics.

Reunert

Code of ethics
Conduct yourself honourably and in the best interests
	
of the company

Abide by all laws and regulations
	Avoid all conflicts of interest between work and personal
affairs
Act in good faith, with integrity and honesty

ethics
Business conduct
During the year Reunert began the process of reviewing its code of
ethics and values. This process will be inclusive and consultative
and feedback from our portfolio of companies will be taken into
consideration when finalising the amended Reunert values and code
of ethics in the year ahead.

	Foster an environment in which people are encouraged
to be open
	Respect one another and act in a non-discriminatory
manner
Act in a socially responsible way
	Protect the environment and our natural resources

Consumer protection and customer privacy
Our Nashua businesses in particular are subject to the Consumer
Protection Act, Act 68 of 2008 (CPA). Even an involuntarily
violation of the provisions of the CPA could have serious
consequences. Consequently, key employees dealing with
consumers receive comprehensive training on the CPA.
Top management is required to sign an annual declaration in which
they undertake to inform and educate staff on the provisions of the
Act and the rights of consumers. Staff compliance is tested on a
random basis. Compliance with the CPA has been tested by
Reunert’s internal audit function and, where risk areas were
identified, corrective steps are being implemented.
No substantiated complaints regarding breaches of customer privacy
and losses of customer data have been brought against the group
during the year.

required to sign annual declarations confirming that staff and
management have complied fully with competition legislation.

Whistle-blowing function
A whistle-blowing policy is in place that provides employees and
suppliers with the opportunity to report alleged unethical practices
anonymously.

Corruption and fraud
All operations within the group are required to submit monthly
defalcation reports. Furthermore, business processes are
continuously reviewed and evaluated to identify the risk of potential
corruption and fraud. Fraud risk is monitored closely by all our
operations and processes are continually improved to curtail and
eliminate opportunities for fraud.

Reunert is conscious of the impact that the Protection of Information
Bill, once enacted, may have on some of its operations and is
considering strategies to manage this.

No major instances of corruption or fraud were detected in the
current year.

Political donations

Reunert supports the ten principles of the UN Global Compact. The
Social, Ethics and Transformation Committee will assess groupwide information in this regard as part of its plan for 2013.

Reunert remains impartial to party politics and does not contribute
any funding to political parties, their elected representatives or
persons seeking political office. This includes think-tanks, trade
unions and other support organisations linked to the creation of
or support for political parties, their representatives or candidates
for office.
Reunert may contribute, as it deems appropriate, to business
institutions and professional bodies that might debate policy issues
affecting our business. The Social, Ethics and Transformation
Committee, the Risk Committee or the Board oversees such
contributions, depending on the focus of the specific organisation.

Human rights

Transformation and employment equity
The transformation of our businesses in a fair, equitable,
economically sensible and sustainable manner is a
strategic imperative. Reunert is committed to identifying,
nurturing and developing talent across all race groups to grow the
technical and managerial skills on which our future depends.
In the year under review, meeting pre-determined BBBEE targets
was a precondition for executive bonuses.

Anti-competitive behaviour

OUR PEOPLE

At the date of this report no actions in respect of anti-competitive
behaviour, anti-trust or monopolistic practices had been brought
against the group. Senior management within each operation is

Reunert aims to create transparency, provide a fair and competitive
workplace, and ensure labour stability and goodwill. In line with
its federal management model, each group company is responsible
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for implementing human resource practices that conform to applicable legislation, industrial collective agreements and company
specific agreements.
As part of its 2013 workplan the Social, Ethics and Transformation Committee will monitor the strategies and practices the operations apply,
especially with regard to employment equity, labour relations and tuberculosis and HIV/Aids initiatives.

Staff complement
At year-end the Reunert group employed 5 815 (2011: 5 752) full-time employees in South Africa, Lesotho, Australia and the USA. The total
payroll cost for the group is R1,7 billion (2011: R1,6 billion), which represents 1,5% (2011: 14,7%) of the group’s total revenue.
2012

2011

Top management
Senior management
Professionally qualified, experienced specialists and middle management
Junior management skilled technical and academically qualified workers, supervisors, foremen and
superintendents
Semi-skilled and discretionary decision-making
Unskilled and defined decision-making

77
178
763

80
130
503

2 796
897
1 050

2 471
1 393
1 117

Total full-time employees

5 761

5 694

581
202
56

223
333
16

Contract workers
Temporary staff
Trainees

839

572

Total number of employees in SA and in Lesotho
Australia and USA

6 600
54

6 266
58

Total employees

6 654

6 324

Total non-permanent employees

Skills development

Occupational health and safety

The development of our people is a strategic imperative for Reunert.
In the past year spending on skills development grew by 78% to
R18 million. The group companies provide management
development programmes, learnerships, apprenticeship training,
internships, practical work exposure, occupational needs and legal
compliance training that is relevant to their industries. Going forward
much focus will be placed on continued training and building the
capacity of our black employees.

The Reunert group is committed to a safe, healthy working
environment in accordance with South Africa’s Occupational Health
and Safety Act (OHSA).

Industrial relations
Reunert upholds freedom of association and the right to collective
bargaining. A total of 1 328 workers representing 20% of the total
Reunert workforce are union members, the majority of whom work
at our manufacturing plants.
In total 50% of CBI-electric’s workforce are members of a union,
with NUMSA being the largest.
The main agreement of the Iron Steel and Metallurgical Industry
governs the engagement between companies and unions. Wages
and terms and conditions of employment for scheduled employees
are negotiated at bargaining council level. The metal industry is
currently in its second year of a three-year agreement and new
negotiations will start in 2014.

The chief executive of Reunert appoints managing directors as
representatives in terms of Sec 16 (2) of OHSA, which sets out their
statutory health and safety responsibilities. Senior management is
required to confirm their acceptance of this responsibility in writing.
Induction programmes, which include health and safety, are
provided to new employees, including labourers and contract
workers. Regular OHSA committee meetings take place at the
companies and training, such as fire fighting and first aid, is
conducted as required.
Marsh Africa audits all operations in the group on an annual
basis against the OHSA and provides feedback to management
on improvements required. Any serious transgressions are escalated
to the Risk or Audit Committees. No material issues were reported
this year.

Fatalities
We are pleased to report that no work-related fatalities have been
recorded at any of our companies in the past three years.

Reunert participates actively in a recently established industry
policy forum with the mandate to simplify the main agreement
and to introduce measures to improve productivity and job creation.
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Clinics
CBI-electric provides full-time clinics at its three manufacturing
plants. These clinics offer basic health assistance to workers and
are administered by the resident sister or visiting doctor. A range
of medical support is available, including screening tests for blood
pressure, vision and diabetes. A total of 1 342 workers were treated
at these facilities in the past year.

Our socio-economic development is concentrated on two key areas:
our flagship project, the Reunert College and the Nashua Children’s
Charity Foundation, whose outreach programme has grown
significantly over the past year.
Detailed social responsibility report

African Cables, based in Vereeniging, will be opening its clinic to
the community early next year in partnership with the Department
of Health.

SOCIO-ECONOMIC DEVELOPMENT
This year Reunert invested R15,4 million (2011:R10,2 million) in
socio-economic development in the communities in which we
operate. Some 97% of this amount was earmarked for black
beneficiaries. Education, as a national priority received 56%
of this spend. Some 37% was allocated to community projects.
The remaining amount was spent on sport, health, safety and
security, and environmental initiatives.

SociO-ECONOMIC
development
Rm
CBI-electric
Nashua
Reutech
Other

Total

Enterprise
development

Skills
development

2012

2011

2012

2011

2012

2011

5,3
7,6
1,4
1,2

4,9
4,9
0,4
0,0

18,4
24,7
5,5
0,0

15,4
20,7
1,8
0,0

6,1
8,6
2,9
0,3

3,3
5,0
1,2
0,5

15,4

10,2

48,5

38,0

17,9

10,1
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Environmental report
In the past year the group
has made significant
progress in communicating
its environmental impact,
culminating in this
report to stakeholders.
The Reunert Board took stewardship of environmental affairs and
approved a group-wide environmental policy. Environmental
champions have been appointed at all our operations.

For our environmental policy go to www.reunert.co.za

Environmental management systems
Two companies in the group, CBI-electric: African Cables and
Nashua Communications have, for a number of years, been
ISO 14001 certified. Two more companies finalised their ISO audit
process this year. CBI-electric: Telecom Cables has just received its
ISO 14001 accreditation whilst Nashua Office Automation, including
Nashua Kopano and Quince Capital, should be certified by the end
of January 2013. Reutech Radar Systems has set itself a target of
obtaining ISO 14001 accreditation by the end of 2013.
Consequently, a significant proportion of the group’s operations will
comply with an internationally recognised environmental
management system.

CLIMATE CHANGE
In the past year no material environmental or climate change risks
were identified within the group. However, a number of opportunities
exist for Reunert to offer its products and services to a growing
renewable energy industry.

Our carbon footprint for the past year is as follows:

Scope 1 CO2e tonnes
Scope 2 CO2e tonnes
Scope 3 CO2e tonnes

2012

2011

10 535
56 574

7 957
56 000

67 109

63 957

78 332

*

* Previous information not sufficient to compare.

The 4% increase in our total carbon emissions is mainly due to
broadening our scope to include Australia and the USA operations
for the first time, greater disclosure by our Nashua franchises and
the inclusion of employee reimbursed travel under Scope 1.
The largest contribution to Scope 3 emissions were from the
production of materials used by Reunert such as aluminium and steel.
Our data collation processes have been improved by enhancing our
processes and tools, including migrating to an in-house developed
database, which has significantly improved the quality of the
information we have collected.
Our environmental data is not externally verified, but the internal
audit team has tested seven of the environmental GRI performance
indicators against which we are reporting.

GRI table

Electricity consumption
Electricity produced by Eskom is still our primary source of
energy. Total electricity consumption showed a marginal increase
of 1% and includes business growth via acquisitions and increased
production volumes.
A group-wide register to track energy efficiency projects has
been instituted and will be monitored as part of the CDP reporting
process.

Product development
Reutech Radar Systems is partnering with Soitec, a well-established
supplier in the renewable energy industry, to supply 1 500 solar
trackers for a large concentrated photovoltaic (CPV) power plant
near Touws River in the Western Cape. Once completed, this plant
will be the largest CPV power plant in the world.
Reutech Renewables is looking at additional opportunities that
might exist in this growing sector.

Carbon disclosure
During the year under review we worked closely with the CDP
Reporter Services team in the UK to improve our understanding
of reporting requirements for the annual Carbon Disclosure Project
(Investors) and CDP Water. Reunert significantly improved its carbon
disclosure score from 41% in 2011 to 83% this year.
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Water

Regulatory requirements

Reunert does not use significant amounts of water at any of its
production facilities. All our units use potable water provided by
local municipalities and none of our water is drawn from any
recognised Ramsar wetland or nature reserves in South Africa.
Some of our companies are investigating harvesting rainwater at
their facilities. Total water usage this year was 310 Megalitres.

Reunert complies with all regulatory requirements in the areas
in which it operates. In the past year no significant chemical, oil
or fuel spills were reported that could have a negative impact on
the surrounding environment. Neither were any fines or legal
actions brought against the group for non-compliance with any
environmental laws and regulations in the review period.

Looking ahead
On balance, our operations manage their environmental impact
diligently. We will continue to critically review products and
processes to minimise our environmental impact as well as
to reduce and recycle waste wherever possible.

Comprehensive environmental report

Waste management
The group made good progress on its recycling measures with the
roll-out of environmental management systems and easier
accessibility to more waste management services.

Hazardous and non-hazardous waste management
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Abbreviations and acronyms
Abbreviation

Full name

AFS

Annual Financial Statements

ATC

ATC (Pty) Limited

Bargenel

Bargenel Investments Limited

BBBEE

Broad-Based Black Economic Empowerment

BEE

Black Economic Empowerment

Blue Lake

Blue Lake Telecoms (Pty) Limited

Cafca

Cafca Limited

ECN

ECN Telecommunications (Pty) Limited

FECs

Forward Exchange Contracts

FVTPL

Fair value through profit and loss

IFRS

International Financial Reporting Standards

JSE

JSE Limited

IAS

International Accounting Standards

IT

Information technology

MOI

Memorandum of Incorporation

Nashua Communications

Nashua Communications (Pty) Limited

Nashua Holdings

Nashua Holdings (Pty) Limited

Nashua Mobile

Nashua Mobile (Pty) Limited

NSN

Nokia Siemens Networks SA (Pty) Limited

NSN group

Nokia Siemens Networks group

Pansolutions

Pansolutions (Pty) Limited

Powerhouse

Powerhouse Utilities (Pty) Limited

Quince

Quince Capital (Pty) Limited

Reunert

Reunert Limited

RFCL

Reunert Finance Company Limited

RMS

Reunert Management Services Limited

RRS

Reutech Radar Systems (Pty) Limited

Telecom Cables

CBI-electric: Aberdare ATC Telecom Cables (Pty) Limited
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Corporate administration and information
REUNERT LIMITED

AUDITORS

(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 & electrical equipment

Deloitte & Touche
Deloitte Place
The Woodlands
20 Woodlands Drive
Woodmead 2191
South Africa

BUSINESS ADDRESS AND REGISTERED OFFICE
Lincoln Wood Office Park
6 – 10 Woodlands Drive
Woodmead 2191
Sandton
South Africa

Telephone: +27 11 806 5000
Telefax: +27 11 806 5003

SPONSOR
Rand Merchant Bank (a division of FirstRand Bank Limited)

PRINCIPAL BANKERS
Nedbank Limited
Standard Corporate and Merchant Bank

Postal address

SHARE TRANSFER SECRETARIES

PO Box 784391
Sandton 2146
South Africa

Computershare Investor Services Proprietary Limited
70 Marshall Street
Johannesburg 2001
South Africa

GROUP SECRETARY AND ADMINISTRATION
Reunert Management Services Limited
Lincoln Wood Office Park
6 – 10 Woodlands Drive
Woodmead 2191
Sandton
South Africa
K Louw
Admitted Attorney to the High Court of South Africa
Directly responsible for secretarial matters
Email: karenl@reunert.co.za
Telephone: +27 11 517 9000
Telefax: +27 11 517 9035

CORPORATE AND SUSTAINABILITY
INFORMATION & INVESTOR RELATIONS
Carina de Klerk
Investor relations and communications manager
Email: invest@reunert.co.za or carina@reunert.co.za
Telephone: +27 11 517 9000
Telefax: +27 11 517 9035

Postal address
PO Box 61051
Marshalltown 2107
South Africa
Telephone: +27 11 370 5000
Telefax: +27 11 688 5200
Website: www.computershare.com
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In line with our commitment to reduce our environmental impact we have moved a number of sections, including our audited annual financial
statements, to our online annual integrated report: reunert.onlinereport.co.za/reunert_iar_2012/
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