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Non-executive 
directors

Leadership

(from left to right)

Trevor Munday (62)
Appointed 1 June 2008  
and as chairman from  
1 June 2009
» Strategic vision
» Corporate leadership
» Financial acumen

Sean Jagoe (60)
Appointed in 2000 
» Corporate finance 

expertise
» Corporate governance 

best practise
» Experience in 

remuneration policy

Thandi Orleyn (55)
Appointed in 2007
» Government relationships’ 

experience
» Corporate leadership
» Legal and administrative 

expertise

Johannes van der 
Horst (67)
Appointed in 1993 
» Investment insight
» Corporate leadership
» Understanding of complex 

change processes

Yolanda Cuba (34)
Appointed 1 January 2011
» Financial and investment 

expertise
» Empowerment and 

transformation know-how
» Corporate leadership
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Rynhardt van Rooyen 
(62)
Appointed 1 November 2009
» Financial and governance 

expertise
» Organisational leadership
» Broad management 

know-how

Kholeka Mzondeki 
(44)
Appointed 1 November 2009 
» Financial knowledge
» Business leadership
» Change and 

transformation experience

Brand Pretorius (63)
Appointed 22 February 2011
» Corporate and team 

leadership
» Marketing and customer 

expertise
» Strategic and risk analysis

Thabang Motsohi (64)
Appointed 1 June 2008
» Strategic expertise
» Management of change 

and transformation 
» Business leadership
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Chairman’s statement

Overview

The Reunert group recorded a 
satisfactory performance under 
challenging conditions this 
year. In various market sectors, 
depressed economic conditions 
adversely affected demand for 
our products and services and 
most of our operations faced 
increased competition, which 
put additional pressure on 
margins. 

Change programmes which 
were introduced to streamline 
various operations and 
improve productivity yielded 
pleasing short-term benefits 
although on-going and close 
management oversight of 
them will be required to 
ensure that the improvements 
achieved remain sustainable 
in the long term. Operations 
actively sought opportunities 
to diversify revenue sources 
and worked hard to bring on 
stream products, services and 
systems that will add value to 
their offerings. 

Reunert remained a strong 
cash generator in 2011 and 
we continued to seek 
meaningful growth 
opportunities that are either 
compatible with our leading 
competencies or which are 
sensible, strategically-aligned 
extensions of our existing 
businesses. During the year 
under review, ECN was 
acquired at a cost of some 
R172 million. This is a 
pleasing, value-enhancing 
addition to Nashua’s product 
and service offering. 

Reunert’s balance sheet and 
key financial indicators 
remained robust throughout 
the year.

Segmental comment

All CBI-electric operations performed well this year. African Cables 
benefited from the South African government’s commitment to 
continue investing in basic infrastructure and services. Low Voltage 
achieved considerable success in tough export markets despite 
rand strength. These operations, as well as Telecoms Cables, have 
invested in value-added services and products that should in 
future further differentiate them from their competitors. 

Nashua was negatively affected by the general economic slowdown 
and, in particular, by government-mandated reductions in mobile 
interconnect rates. In a mobile market which is now almost fully 
mature, various cost-reduction initiatives were initiated.

Lower interconnect rates impacted directly on the business’ 
least-cost routing offering. The board believes that the acquisition 
of ECN was an important, timely acquisition that will enable 
Nashua to retain its market leadership by substituting least-cost 
routing with a voice-over-internet-protocol offering. 

Reutech’s diverse operations ended 2011 well positioned to take 
advantage of new opportunities both locally and internationally. In 
2012, sales of mining radar systems are expected to continue 
building on the successes achieved in 2011. Renewable energy is an 
emerging sector in which the group is planning to play a leading role.

Corporate governance and sustainability

The board is fully cognisant of its responsibility to the company.  
In discharging our obligations, both legal and moral, we recognise 
the roles and rights of all major stakeholders including 
shareholders, customers, employees, suppliers, government and 
their various representative bodies. We seek to achieve equity  
and fairness as we continue to pursue an inclusive strategy for 
sustainable performance across the group.

The directors and management of the group aspire to sound 
governance principles and practices in all of our activities. We 
foster respect for ethical business practices and expect common 
sense and transparency to underpin our quest to be a responsible 
corporate citizen.

We are committed to the King Code of Governance Principles 
2009 (King III). We present the board’s review of our progress 
against these standards in the corporate governance report 
starting on page 56. We provide explanations in those instances 
where we presently do not comply. 

Reunert has complied with the requirements of the new 
Companies Act, 2008 since it was introduced on 1 May 2011. 
Senior executives and management throughout the group are 
required to attest annually in writing that they comply with 
relevant laws and regulations, most notably the Competition Act.

In terms of our business structure and organisational philosophy, 
we are in the process of enhancing Reunert’s federal model which 
has historically provided a high level of decentralised authority and 
operating autonomy to our various businesses. While our goal is 
to retain all of the positive aspects of this decentralised structure, 
we will strengthen it going forward by centrally synchronising 
group-wide values, governance standards and policies and 
procedures relating particularly to upholding our leading brands 
and the effectiveness of our risk management, human resources 
and financial and accounting functions. As a consequence, while 

Trevor Munday
Chairman
14 November 2011
Sandton

Leadership
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our operating subsidiary 
boards will retain essential 
aspects of authority, the role 
and scope of the group 
executive committee will be 
substantially elevated and 
strengthened.

During the year under review, 
the terms of reference and 
composition of the board and 
its various committees were 
reviewed and amended. The 
risk committee was established 
as a separate entity and a social, 
ethics and transformation 
committee was constituted in 
accordance with the 
requirements of the new 
Companies Act. This committee 
is in the formative stages of its 
activities.

The non-executive members 
of the board, individually and 
collectively, offer wide-
ranging experience and 
knowledge both to the board 
and the various committees 
on which they serve. From a 
transformation perspective, 
four of our nine non-
executive members are black, 
three of them women. I am 
grateful to all members of the 
board for their diligent and 
committed approach to their 
duties in what has been a 
challenging year.

To ensure the group’s 
sustainability and its moral 
licence to operate in South 
Africa, it is imperative that we 
improve our transformation 
credentials, especially by 
appointing more senior 
management from 
designated groups. We have 
an inspiring pipeline of 
talented black professionals 
at our middle-management 
level and we must ensure 
that they are nurtured, 
retained and developed to 
their full potential. We can, 
and must, do better in this 
respect and, as a result, the 
performance criteria for 
incentive schemes throughout 
the group are being altered 
to ensure heightened 
management focus and 
success in this critical area.

We are appreciative of the 
continuing sound relationship 
with our lead empowerment 
partner, the Peotona group, 
and are particularly grateful 
for their active contributions 
to various aspects of our 
transformation ambitions. 

The Reunert College remains 
an important part of our 
investment in education and 
in developing our youth. An 
independent survey 
commissioned during the year 
highlighted various aspects of 
the college’s activities where 
improvements are both 
desirable and necessary. 
These will be attended to and 
implemented in the year 
ahead.

We are well aware of our 
responsibilities towards the 
environment and communities 
that may be affected by our 
operations. We strive, in all 
respects, to minimise or 
eradicate any negative impacts 
our operations may have. The 
group has a low to medium 
environmental impact but,  
as we position ourselves to 
become a player in providing 
renewable energy, it is 
incumbent on all Reunert 
operations to implement clean 
energy solutions wherever 
feasible.

Prospects

The South African economy 
and those of most of our 
export markets remain fragile 
and 2012 is expected to be 
yet another challenging year. 
We will continue to promote 
innovation, a commitment to 
meeting our customers’ 
requirements, sound 
governance principles and a 
people-oriented culture. 

The board has the utmost 
confidence in the group’s 
new executive leadership 
team with its balance of deep 
understanding of the group 
and fresh perspectives, and is 
satisfied that chief executive 
David Rawlinson, and his 
senior team possess the skills, 

knowledge and vision needed 
to develop and grow our 
various businesses. 

Subject to prevailing economic 
conditions not worsening, we 
anticipate achieving growth in 
earnings in the year ahead.*

Directorate

At the annual general 
meeting held on 8 February 
2011, Mr Brian Connellan 
and Mr Bobby Makwetla 
retired from the board. Brian 
served as a member for 
twelve years and Bobby just a 
year less. Brian’s and Bobby’s 
contributions to the board 
during their tenure are deeply 
admired and appreciated. 

Brian set extremely high 
standards as a non-executive 
director and his business 
acumen, probing questions 
and staunch defence of ethical 
conduct, sound governance 
and fairness will be 
remembered. We thank him 
and wish him and Merle a 
healthy and happy retirement. 
Bobby always stood out as a 
gentleman and we valued his 
well-considered counsel and 
experience. Our very best 
wishes accompany him and 
Angie in their retirement. 

Ms Yolanda Cuba and  
Mr Brand Pretorius joined  
the board as independent 
non-executive directors early in 
the year. We welcome them. 

Prior to their appointments, 
an exercise was undertaken 
to analyse the skills, 
knowledge and experience 
profile of the board and its 
members. Certain 
requirements in terms of 
strategic competencies and 
marketing and financial 
management capabilities 
were identified. Yolanda and 
Brand both bring varied and 
valuable attributes to the 
board and their respective 
appointments admirably 
address these requirements. 

As announced on the Stock 
Exchange News Service at the 

time, chief executive Nick 
Wentzel left Reunert under a 
mutual separation agreement 
on 21 September 2011. We 
wish him well in his future 
endeavours. On that date, 
financial director David 
Rawlinson was appointed as 
chief executive and Manuela 
Krog was appointed as 
financial director. We are 
delighted that Manuela has 
joined the board. We 
welcome both David and 
Manuela to their new roles 
and wish them much success.

On 14 October 2011, 
executive director Gerrit 
Oosthuizen left Reunert 
under a mutual separation 
agreement. We also wish 
Gerrit well in his future 
endeavours.

Dividend

The board remains committed 
to returning value to 
shareholders. Given the 
group’s strong cash reserves, 
we are pleased to declare a 
final cash dividend for the 
year of 253 cents per share. 
With the interim cash 
dividend, announced in  
May 2011 of 77 cents per 
share, this translates into  
a total payout for 2011  
of 330 cents per share  
(2010: 287 cents per share).

Appreciation

I thank the members of the 
board and our executives and 
employees for their hard 
work and contribution to 
Reunert during the past year. 
Their commitment and 
energy in a demanding year is 
highly appreciated. We in 
turn thank our customers and 
various business partners for 
their support and assure them 
of our continuing quest for 
mutually beneficial 
relationships and the shared 
pursuit of lasting value.

*  The financial information on 
which the above forecast is 
based has not been reviewed or 
reported on by the company’s 
external auditors.

IR 
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Executive 
directors

Leadership

David Rawlinson (62)
Chief executive
Appointed to the board in 1992  
and on 21 September 2011 as  
chief executive
» Strategic vision
» In-depth understanding of  

the Reunert group
» Organisational leadership 

experience

Manuela Krog (42)
Financial director
Appointed to the board  
21 September 2011
» Wide-ranging business and 

industry knowledge
» Financial expertise
» High-level strategic planning

Pat Gallagher (61)
Executive director
Appointed to the board in 1993
» Practical operational leadership
» In-depth understanding of the 

Reunert group
» Top-level strategic thinking

AFS 
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Chief executive’s report

Transformation

The group is underperforming 
in certain of its transformation 
objectives. We will ensure 
progress on our transformation 
targets for management 
control, employment equity 
and skills development by 
sharpening our focus on these 
goals and by incentivising 
executives to reach these 
targets. These are areas that, 
given our reliance on human 
capital and indeed government 
business, have been prioritised 
for significant improvement. 

Key performance 
indicators 

Our reporting against key 
performance indicators has 
traditionally been dominated 
by financial values, although 
we have actively managed 
our environmental and social 
performance in each of our 
operations. In 2012 the group 
will begin to formulate 
broader non-financial key 
performance indicators to 
focus our reporting in these 
critical areas.

The environment

There were no material 
environmental incidents during 
2011. Despite the fact that 
36% of our business is in the 
manufacturing field, the group 
managed to lower its electricity 
consumption by approximately 
5%. Since 2009 the unit cost 
of electricity has increased 
50% and more focus will be 
placed on energy management 
in the year ahead. 

Our people, our value

The past year has been a 
challenging one for the  
Reunert group.

We have undergone changes at 
operational leadership level 
while facing challenges at all of 
our operations and in all of our 
markets. These challenges have 
thoroughly tested our mettle. I 
am pleased to be able to report 
that in 2011 Reunert overcame 
these challenges and enters the 
new financial year in robust 
good health with reinvigorated 
leadership at the head of all its 
operations. 

The Reunert that enters  
2012 is one that has profound 
confidence in its board, its 
management and its people.  
The recent executive changes 
have confirmed the depth of 
management talent within the 
group. Our management teams 
have eagerly embraced the 
opportunities and responsibilities 
assigned to them. As group 
management, we are well aware 
that our ability to continue 
creating value into the future  
is in the hands of our talented 
and dedicated people. 

We also emerge from the year 
confident of our products, our 
pricing, our solutions and our 
systems. As a result, we have 
confidence in the sustainable 
value we believe we can create 
for all of our stakeholders, 
notwithstanding the tough 
economic environment and 
specific risks we face in our 
individual markets. 

The philosophy that underpins 
the group and that is part of 
the fibre of each of our 
operations is the “glue” that 
binds together the diversified 
businesses of the group. These 
Reunert values include respect 
for each other, our customers 
and partners and a deep-rooted 
desire to innovate and work 
harder to be the best, 
lowest-cost provider of world- 
class products and solutions. 

Given the important unifying 
effect of values-driven 
leadership and behaviour,  
in the year ahead we will 
develop our “common truths” 
through consultation and by 
entrenching our values across 
the group. In tandem with this 
values process, we will also 
strive to communicate 
respectfully and openly with 
our stakeholders, broadening 
this engagement beyond  
our shareholders and the 
investment community. To this 
end we will initiate a more 
structured, frank and mutually 
beneficial engagement  
with employees, suppliers  
and partners as well as 
communities, customers  
and civil society.

Electricity consumption 

2011 2010 2009
kWh GJ kWh GJ kWh GJ

CBI-electric 42 065 890 151 437 42 738 432 153 858 47 421 624 170 718
Nashua 8 435 572 30 368 10 667 080 38 401 8 152 779 29 350
Reutech 5 093 818 18 338 5 277 569 18 999 5 074 523 18 268
Other 970 203 3 493 1 065 217 3 835 930 115 3 348

Total 56 565 483 203 636 59 748 298 215 094 61 579 041 221 685

“The Reunert that enters 
2012 is one that has 

profound confidence in its 
board, its management 

and its people.”
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Overview of group financial performance

Revenue for the year has remained relatively static, with an 
increase of 2% from R10,7 billion to R10,9 billion. Operating 
profit, on the other hand, increased by 10% to R1,4 billion, while 
normalised headline earnings per share rose 14% to 590,0 cents. 

The abnormal item of R346,4 million relates to the gain on the 
sale of the NSN investment, which led to earnings per share 
increasing by 60% to 809,0 cents. Normalised headline earnings 
per share increased 14%, compared to a 10% rise in operating 
profit. This was due to the impact of the share buy-back 
programme concluded in February 2011. 

The solid top-line earnings growth achieved by our electrical 
businesses demonstrated the counter-cyclical ability of these 
operations to contribute significantly to revenue and profit. 

The Nashua operations were not able to achieve revenue growth 
mainly due to the reduction in the interconnect rates and 
Pansolutions exiting the Panasonic consumer business. Voice-over-
internet-protocol (VoIP) specialist ECN was bought during the year 
and successfully integrated into the group. 

CBI-electric

The CBI-electric group of companies recorded a strong 
performance during 2011. All operations performed well in light 
of the tough environment that has persisted over the past few 
years. Revenue increased by 13% to R3,3 billion and operating 
profit improved by 14% to R592,1 million. This is a pleasing 
performance with both the Cables and Low Voltage operations 
retaining or increasing market share. The stringent and ongoing 
focus on efficiencies and cost containment allowed the division  
to improve margins. 

The demand for energy cables has continued at reasonably buoyant 
levels. The price of copper has remained at a high, but relatively 
stable level during the year. The higher revenue achieved at these 
copper prices has had a small impact on margins as we have 
continued to keep copper stocks at levels as low as possible. This 
strategy minimises stock losses should the price of copper reduce.  
In 2011 the power installation operation showed strong growth 
and is expected to contribute some 25% to revenue by 2014. 

Low Voltage had a pleasing year, increasing turnover by 9% and 
operating profit by 18%. The export performance was good, 
given the state of markets that were – without exception – 
suffering the ongoing effects of the global financial crisis. While 
difficulties were encountered in Germany, where the sales office 
was closed and operations relocated to Sweden, the operation in 
Australia achieved record sales. Domestically the new housing, 
commercial, industrial and residential refurbishment markets all 
showed little growth.

In 2011 Low Voltage acquired ITmatic, a system design and 
system integrator with in-depth technical expertise and a presence 
throughout Africa. In the new year it is anticipated that ITmatic 
will make a healthy contribution to revenue and profits. 

As expected, the slowdown in infrastructural spend in South 
Africa negatively impacted our joint venture operation, CBI-
electric: Aberdare ATC Telecom Cables, in the past year. Revenues 

declined sharply in the first six months of the year but improved 
markedly in the second half. The overall result was a small decline 
in turnover and profits. The business is, however, well entrenched 
with major local telecoms operators including Telkom, Neotel and 
the mobile networks. Market share in the industrial, IT, mining 
and power sectors has been maintained and should expand in the 
short term with new projects, including the National Long Haul 
Project, coming on line. 

Nashua

Nashua performed to expectation in a quiet market. A number  
of acquisitions were made in the division which added to  
revenue, enabling marginal growth of 1% to be achieved. These 
acquisitions, which included four franchises and ECN, together 
with substantial increases in the contributions from Quince Capital 
and Nashua Electronics, resulted in operating profit growth of 
21% to R794,2 million. 

One of the highlights of the year was the acquisition of ECN on  
1 June 2011. The energy and expertise of the ECN team has been 
beneficial to the group. They have achieved good market penetration 
and are currently billing over 50 million minutes a month. The 
conversion of the least-cost routing (LCR) business to ECN’s VoIP 
network is meeting our customers’ expectations. While this migration 
will take another 24 months, we are confident that we will retain the 
majority of our LCR customers during this process. 

Quince Capital’s profitability returned to normal levels with the 
reduction in bad debts. The business is now focussed on financing 
our office automation and telecommunications equipment 
customers. We are confident that bad debts will be negligible in 
the year ahead. 

Nashua Electronics’ sales reduced due to the operation exiting the 
consumer market. The addition of Kyocera Mita to its product 
offering has been positive and the profitability achieved was very 
pleasing.

Nashua Mobile had a satisfactory year despite the reduction in 
interconnect rates. The conversion of its LCR business to ECN’s 
VoIP platform is ongoing. The focus on mobile data and voice 
resulted in more than 27 000 net connections during the year.

The Office Automation operations experienced increased unit sales 
but a competitive market resulted in margins remaining under 
pressure. Increased offerings in the print service, data 
management and storage areas increased the operation’s share of 
the tender business. Nashua acquired the Durban and Cape Town 
franchises during the year, two of our most important outlets. 
Customer service in these important markets will be emphasised 
and the strategy of purchasing our larger franchises will continue 
in order to get closer to our customers. 

Reutech

Revenue for the year decreased by 19% to R639,3 million, while 
operating profit was reduced by 20% to R48,7 million. The 
contribution from Fuchs was substantially lower due to the late 
receipt of an export order. The Radar company, through its mining 
surveillance radars, has had a successful year while the other 
businesses performed as expected. 

Chief executive’s report continued
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NSN 

Reunert exercised its option to sell its shares in NSN in January 
2011. The sale of the investment realised R793,5 million, which 
resulted in an abnormal profit of R346,4 million.

Capital investment and cash management

Capital expenditure investment of R99,4 million will ensure that 
we have both the capability and capacity to meet future demand. 

Reunert has invested R306 million in acquiring four Nashua 
franchises, ITmatic and ECN in the past year. The acquisition of 
the four franchises is in line with the group’s strategy to acquire 
the larger franchises. 

ECN has enhanced Reunert’s capability to successfully migrate LCR 
customers to a VoIP solution. ECN’s network enables us to provide 
customers with voice and data solutions while the ITmatic 
acquisition at CBI-electric: low voltage gives us the capability of 
being a systems integrator with extensive technical capabilities as 
well as a footprint in Africa. 

Cash resources of R1 127,9 million were used to repurchase  
17,1 million shares at an average price of R66,14. Returning cash 
to shareholders through the mechanism of share buybacks has 
proven beneficial to the group. We will continue to review our 
share buyback policy. Changes to the Secondary Tax on 
Companies, due to come into effect in April 2012, make this 
strategy more compelling. 

Group cash currently used to finance the Quince asset rental book 
is accessible in the event that this cash is required for investment. 
There are various alternative mechanisms for funding the Quince 
book. However, using Reunert’s surplus cash to fund the book  
is the most earnings-enhancing method while the group has 
surplus funds. 

The balance sheet has remained robust with cash and cash 
equivalents amounting to R564,6 million.

Strategic direction

The diverse nature and operations of the group have served us 
well during a period that has been trying for many active in the 
fields of electrical equipment, manufacturing, telecommunications 
and office automation. 

The group’s executive leadership believes that its primary function 
is to manage and guide the extremely capable leaders at the helm 
of our various operations. The executive team and board will 
investigate ways to improve the allocation of capital and the 
streamlining of shared services while strengthening the federal 
organisational model as described in the chairman’s statement, 
and empowering strong operational leaders to keep improving 
and growing their businesses. 

As I stated at the outset, Reunert’s greatest asset is its human 
capital and to this end we envisage investing more time and 
resources in creating a culture of excellence at all of our operations. 
To achieve this it is imperative that employees at all levels feel that 
their contributions to our success are valued and respected.

The year ahead

Prospects for the group are generally favourable although the 
economic outlook, both in South Africa and in our major 
export markets, remains uncertain at the time of writing. The 
strength of the rand favoured those operations (principally 
Nashua) which import and distribute products but counted 
against those with significant export markets, while fuelling 
imports of often inferior competing products. 

Reutech is particularly well placed to grow revenues in 2012, 
having developed and improved a number of exciting new 
products and systems. This optimism was borne out by the 
signing of a number of sizeable new contracts towards the 
end of the year. The outlook for sales of our proprietary 
mining surveillance radar and radio frequency tracking 
technologies is especially positive. 

The electrical generating capacity currently being built for 
Eskom has to be transmitted and distributed and this fact, 
together with the upgrading of the electrical networks 
required by municipalities, will ensure a steady demand for 
our electrical products into the future.

Nashua’s brand remains very strong among consumers and 
business customers, a fact that is recognised by those service 
providers with whom we will soon be entering into licence 
renegotiations. Convergence will continue to drive the 
industry and in this area, Nashua Mobile is, through the ECN 
acquisition, able to convert its customers to VoIP while 
enhancing the level and range of services. The Nashua group 
will continue to invest cautiously in its telecommunications 
convergence capability, mainly utilising ECN’s networks and 
development expertise.

Appreciation

My thanks are due to Trevor Munday and the board for their 
advice and support, as well as to the Reunert executives, 
operational management and employees who have 
energetically assisted me. I am proud to head a dynamic 
leadership team, one that faces the future with confidence in 
our ability to continue offering our shareholders, and other 
stakeholders, a compelling value proposition.

David Rawlinson
Chief executive
14 November 2011
Sandton
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Increase value added services In a market that is becoming increasingly commoditised it is imperative that we strengthen the CBI-electric 
product and services offering. This will be achieved through introducing and reinforcing our investments in:

» Systems design
» Systems integration
» Growing maintenance outsourcing contracts for municipalities; and
» Adding to our existing Power Installations and ITmatic offerings.

Explore business opportunities in 
Africa and Australia

In order to grow our market we need to expand our electrical offerings into Africa and to grow our 
operation in Australia. We will expand our sales effort into Africa and pursue synergistic acquisitions to 
complement our existing business in Australia.

Continued improvement of 
operational efficiencies

To succeed in the competitive electrical market it is imperative to be a low-cost producer. We will 
continue to focus on operational efficiencies through:

» Continued improvement of processes and procedures
» Maintenance; and 
» Scrap reduction, quality and optimising material usage. 

Defining our telecommunications 
offering for the future

In the short term our separate telecommunication businesses, being Nashua Mobile, Nashua 
Communications and ECN, have immediate, focused individual strategies that include the migration  
of LCR customers, improving service levels, customer retention and renewing network agreements. 

As we move towards becoming a comprehensive telecommunications services operator, the  
combined customer base of close to one million customers will be the focus for integrating our 
communications offering.

Exploring and leveraging  
our customer base

Continue to evaluate and pursue cross-selling opportunities within our customer base.

Getting closer to our customers Continue to acquire the larger Nashua franchises as they become available.

Stabilise and drive value from our 
distribution and franchise channel

Continue to maximise the opportunities available within our distribution channels.

Pursue commercial opportunities In order to secure more predictable and sustainable revenue streams it is important for Reutech to 
continue its drive to pursue commercial opportunities arising from their developments. The following 
products will continue to be driven commercially:

» Mining surveillance radars
» Set-top box manufacturing
» Mine winch development; and
» Security surveillance.

Strengthen partnerships  
with government

Continue partnerships between the government and our defence operations to provide radar and 
communications equipment, border surveillance and intruder detection radar.

Providing latest generation communications for South Africa’s ground forces.

Executive team focus for 2012

Group-wide focus areas
Renewed focus on values-driven 
behaviour

We will revisit the Reunert code of conduct and continue to establish appropriate group wide values.  
We aim to instill pride in our employees so as to deliver sustainable profits to our stakeholders.

Diversity and transformation Transformation is a key focus area for 2012 and the years ahead. Individual targets have been set  
for all business operations to further transform and grow our businesses.

Engaging with our stakeholders We will continue engagement with our key stakeholders to get a better understanding of their 
expectations such that we can continue to build a sustainable business.
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Financial director’s report

Introduction

This report is intended to provide additional insight on matters 
of a financial nature that are not dealt with comprehensively 
elsewhere in the integrated report.

Normalised headline earnings
Normalised headline earnings are used by the group as an 
indicator of its sustainable earnings. The basis for computation 
thereof is consistent from year to year.

The adjustment made to headline earnings to arrive at normalised 
headline earnings was R13,8 million. This adjustment relates  
to the imputed minority share of profits earned by our BEE 
minority shareholders, where, in terms of IFRS the risks and 
rewards of ownership related to these shares has not been 
transferred, resulting in a full consolidation of profits by the 
Reunert group.

Financial performance

The prolonged tough economic environment has proved to be 
challenging, with revenue increasing modestly to R10,9 billion 
from R10,7 billion. However, a focus on efficiencies and certain 
cost reductions have allowed for a respectable increase in 
operating profit from R1,3 billion to R1,4 billion.

Effective tax rate reduced by 
5,2 percentage points to 

24%  

Highlights

Normalised headline earnings per share 
increased by 14% from 516cps to 

590cps  

Operating profit increased by 10%  
from R1 264 million to 

R1 391 m  
Operating cash flows of  

R662,9 m  
generated
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Dividends
Reunert exhibits strong cash generating abilities and, as a result, 
the group is able to continue with its progressive and generous 
dividend policy. As is consistent with prior years, dividend cover  
is based on normalised earnings.

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 surplus to its working 
capital requirements, the investment of this surplus in the Quince 
Capital book provides the most favourable return on the cash 
balances at the present time.

It is not our long-term intention to fund the book internally and 
the group executive is currently evaluating various options that 
would result in the effective utilisation of the available cash. At 
the financial year-end R1 126,9 million has been utilised by  
Quince Capital to fund its book. 

Corporate activity

The group engaged in a fair level of corporate activity this year, 
with the acquisitions made being in line with the 2011 strategy.  
All acquisitions were funded using cash resources within the group.

Acquisition of Nashua franchises
With effect from 1 November 2010 Nashua Holdings purchased 
51% of the Nashua Tygerberg and Nashua Paarl and West Coast 
franchises for R10,6 million and R7,1 million, respectively.

With effect from 1 May 2011 the business and net assets of Nashua 
Durban were purchased by Nashua Holdings for R48,9 million. 
In terms of the purchase agreement the vendor will be paid the 
balance of R47,8 million six months after the acquisition date.

With effect from 1 June 2011 the business and net assets of 
Nashua Cape Town were purchased by Nashua Holdings for  

Cash flow

Reunert’s efficient asset base, combined with strong operations, 
result in reported profits being underpinned by strong cash flows. 

Our closing cash balance is reduced in the current year due to the 
R1,1 billion used to repurchase shares through a voluntary share 
buyback, as well as the fact that internal cash resources were used 
to fund the Quince asset rental book. In the main, this is reflected 
through the R700 million repayment of securitised borrowings.

Furthermore, net cash of R214 million was utilised for acquisitions.

Financial director’s report continued

Leadership
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Our largest exposure to commodity price risk exists within African 
Cables, where copper is a significant input cost. Supply contracts 
with customers in the formal sector, such as Eskom and the 
municipalities provide for the cost of copper to be passed onto the 
customer. However, in respect of other customers, the group is 
exposed to movements in the commodity price. In certain instances, 
where the supply contract stipulates a fixed price, commodity 
futures are purchased to match the terms of the contract.

R67,0 million. In terms of the purchase agreement with the 
vendor, the balance of R41,1 million is payable six months  
after the acquisition date.

Acquisition of ECN
With effect from 1 June 2011 Reunert purchased the business  
and net assets of ECN for R171,9 million.

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.

Exchange rates and commodity price movements
Commodity price volatility and currency risks are two of the most 
significant financial risks that are faced by the group. In the 
current year we have seen continued buoyancy in commodity 
prices and then a significant weakening in the rand against all 
major currencies towards the end of the financial year.

To this end, the group actively monitors its exchange risk  
and commodity price risk on an on-going basis. Forward cover  
is taken on foreign exchange exposures by 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, rand parity estimates,  
volatility and timing.

Potential exposures arising from exports are actively managed on a 
day-to-day basis. Advance payments are utilised to purchase 
materials for export orders and the balance is held in CFC 
accounts. Cover is taken in the form of forward exchange 
contracts, zero cost collars, or currency options, where such cover 
is deemed appropriate.

Shareholders’ statistics

Reunert shares continued to trade actively on the JSE in the past 
year. The total value of shares traded was R6,6 billion, resulting in 
53,4% of the market capitalisation of the company being traded 
during the year. Some 106,5 million shares were traded in over  
99 000 transactions.

Fund managers and investors have an active interest in the group, 
mainly due to its exposure to infrastructure spending through its 
electrical operations.
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level of experience. No key weaknesses were identified in the 
current year, but those housekeeping items that require attention 
will be resolved.

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.

Manuela Krog
Financial director
14 November 2011
Sandton

Adequacy of the finance function

The group performs a financial review of the adequacy of the 
finance function each year. From this review we are confident that 
the finance function is adequately staffed with an appropriate 
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