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The best team wins Team-oriented, involved associates are our most



Our values in action



 Our commitment to stakeholders:



valuable resource, and we are passionate about attracting, developing and retaining the best talent. Howden associates win because we: ■■ Exhibit high integrity and respect for others ■■ Seek fact-based, root cause solutions, not blame ■■ Promote from within ■■ Are non-political and not bureaucratic ■■ Are accountable for best-of-class results,



and deliver



■■ Strive for a safe work environment ■■ Believe that winning is fun



Customers talk, and we listen The voice-of-thecustomer will always drive the development of our strategic plan, and this will result in: ■■ A focus on quality and speed always ■■ Unique, value-added and differentiated solutions ■■ Robust, repeatable processes that consistently exceed customer expectations ■■ Positive problem resolution ■■ Competitive customer conversions



Leading edge innovation defines our future



We compete for Continuous improvement (Kaizen) shareholders based on our performance is our way of life



Individual and organisational creativity will drive: ■■ Breakthrough ideas for technology, products, solutions and processes ■■ Differentiated customer solutions ■■ Out-of-the-box ideas, big and small, that add value to our world ■■ Above market organic growth



The HOWDEN BUSINESS SYSTEM® (CBS) is our culture, and we will deploy it with absolute passion. Additionally, we will: ■■ Step out of our comfort zone by setting breakthrough objectives ■■ Experiment and learn every day ■■ Aggressively and continuously eliminate waste in every aspect of our business processes ■■ Benchmark the best, and then better them



To consistently attract and retain loyal shareholders, we must deliver best-of-class results for: ■■ Profits ■■ Working capital ■■ Cash flow
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About this report Scope and boundary of the report



The 2014 integrated annual report includes the operations of Howden Africa Holdings Limited and its subsidiaries (the Company, Group or Howden) in South Africa. The information in this report covers the financial and non-financial performance of the Company for the year ended 31 December 2014. However, where it is relevant to include information post year-end, this has been incorporated and noted. Howden aims to achieve the highest standards in all disclosures in this report to provide meaningful, accurate, complete, transparent and balanced information to stakeholders. The board and board committees were actively involved in finalising disclosures made in this report. In defining the report and information included, we have drawn from the governance guidelines outlined in the King Report on Corporate Governance for South Africa – 2009 (King III), the JSE Listings Requirements, the Companies Act, No 71 of 2008 (Companies Act) and the Global Reporting Initiative (GRI 3.1) reporting guidelines. The Group follows International Financial Reporting Standards (IFRS) to compile its annual financial statements. The 2014 financial statements have been prepared under the supervision of the Chief Financial Officer, Kevin Johnson, and have been audited and assured by Ernst & Young Inc., the Group’s external auditors. The requirement for sustainability assurance is considered annually and is at this stage not deemed necessary. This will be reviewed annually. This report contains the most material issues of concern to all our stakeholders. For additional information visit our website:



www.howden.co.za



Board responsibility statement The board of directors acknowledges its responsibility to ensure the integrity of the integrated annual report. The board has accordingly applied its mind to the integrated annual report and, in its opinion, the integrated annual report addresses all material issues, and fairly presents the integrated performance of the organisation and its impacts. The integrated annual report has been prepared in line with best practice and the recommendations of King III (principle 9.1) and GRI 3.1 reporting guidelines. The board authorised the integrated annual report for release on 23 March 2015.



Howden is the leading designer, supplier and service provider of a wide range of air and gas-handling equipment. How to read our integrated annual report Our integrated annual report provides extensive cross-references, the icons below will enable reader navigation: This icon tells you where you can find related information in our report



This icon tells you where you can find more information on www.howden.com



Ian H Brander Chairman of the board Duly authorised by the board



Mitesh Patel Independent non-executive director and Chairman of the Audit and Risk Committee Duly authorised by the board Howden  I  Integrated annual report 2014
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Financial and non-financial highlights Cash and cash equivalents



Earnings per share



R627.7 million



409.54 cents



Increased by 82.96% from R346.0 million in 2013



Decreased by 13.7% from 474.67 cents in 2013



Operating profit



R326.8 million Decreased by 27.2% from R448.9 million in 2013



Performance indicators Economic Revenue Earnings per share Earnings retained over reporting period Total taxes paid B-BBEE status B-BBEE status Social Total employees Turnover by employee Total training spend Average training spend per employee per annum Average training hours per employee Apprentices to date Total hours worked (Booysens) Total hours worked (all sites) Total lost days due to strike action Estimated operating loss of strike action Employee opinion survey participation Employees tested for chronic illnesses Employees tested for medical fitness SED/corporate social investment spend Disabling incidents frequency rate (DIFR) Lost-time injuries (LTI) Number of fatalities Fatal injury frequency rate Monetary value of significant fines paid/imposed due to non-compliance with the law Monetary value of fines repeatedly paid/imposed due to non-compliance with the law Environment (Booysens) Diesel/fuel consumed per man hours Total portable and bulk gas consumed per man hours Water consumed Electricity consumption
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Year ended 31 December 2014



2013



% change



R’000 cents R’000 R’000 dti scorecard Value-added factor



1 586 022 409.54 269 189.4 131 877 Level 3 Yes



1 682 832 474.67 311 996.7 118 823 Level 4 Yes



(5.6) (13.7) (13.7) 11.0



number R’000 R’000 % hours number number number number R’000 number number number R’000 ratio number number ratio



588 2 698 11 442 5.1 79 279 969 083 4 197 298 3 009 10 000 227 318 430 1 503 0.18 3 0 0



575 2 927 9 337 6.2 88 247 1 036 971 4 030 054 0 0 0 297 381 1 321 0.25 5 0 0



2.3 (7.8) 22.5 (2.3) (10.2) 13.0 (6.6) 4.15 100.0 100.0 100.0 7.1 12.9 13.8 (28.0) (40.0)



R’000



0



0



R’000



0



0



0.010 0.101 10 806 2 421 390



0.011 0.099 10 550 3 094 014



litres kilograms litres kilowatt-hour



(9.1) 2.0 2.4 (21.7)
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Revenue



1 682 832



1 317 200



988 400



813 625



1 588 022



-5.6%



(R’000)



1 800 000



Business trends 



Africa and world mining markets remain subdued.







 enerally the market environment for spares and service G supply (aftermarket) remains stable (approximately 68% of our business).







Our customers’ appetite across all industries for major original equipment manufacturing capital investment remains subdued due to current economic climate and funding shortages.



1 600 000 1 400 000 1 200 000 1 000 000 800 000 600 000 400 000



Our sales into key African industries (%)



200 000 11



12



244.05



193.97



91.91



Headline earnings per share (cents)



13



2 1 3
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Transport



16



-13.7%



HVAC Mining



410.22
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3



Petrochemical Industrial



500.00



15



450.00



Steel/cement Power



400.00



Environmental



350.00



0



60



300.00



2014



250.00 200.00 150.00



312



100.00



Transport
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50.00 11



12
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Profit before tax 229 369



181 910



134 702



(R’000)



14



HVAC 2 5 1



-24.0%



Mining Petrochemical Industrial Steel/cement



350 785



10



461 808



0



Power 70



Environmental
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Snapshot of Howden Our vision is to be Africa’s leading application engineer, providing lifetime solutions in air and gas-handling solutions. Howden Africa is a market-driven, customerorientated company. Its main business activities are the design, manufacture and marketing of specialised air and gas-handling solutions for a wide range of industries. The Group’s major industries supplied include power generation, petrochemical, mining, construction, refrigeration, water treatment and general industry. Howden Africa is committed to environmental awareness. Accordingly, all product designs and manufacturing are scrutinised for environmental friendliness. Design and drawing activities are computerised and manufacturing is concentrated on producing key components. Manufacturing facilities are located in Booysens (Johannesburg) and Struandale (Port Elizabeth).



588 employees Our associates are our most valuable asset. Howden Africa employs a total of 583 permanent employees, of which 120 are professionally qualified, 203 associates are technically skilled with skills ranging from fitter and turner, welding and boiler making. The headcount of female employees has been on a steady increase.
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CONTINUOUS IMPROVEMENT



■ Quality ■ Delivery ■ Cost ■ Growth



cess



The Howden brand promise Our supportive people and our leading engineering combine to deliver the best long-term value for our customers.



n we have dividual ual images.



COLFAX WORLD-CLASS PERFORMANCE



Four Businesses



Howden Africa has modelled its business to the Colfax Business System (CBS). We continually implement improvement programmes to optimally respond to our customers’ needs. These include: ■■ Supply chain optimisation ■■ Kaizens; manufacturing facilities streamlining ■■ VOC and value selling programmes
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Howden brand management guidelines guidelines34 Howden brand management
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Group structure



COLFAX CORPORATION



100%



Howden Holdings A/S 100%



Howden Group South Africa Limited



James Howden & Godfrey Overseas Limited



Institutional and private investors



47.90%



7.49%



44.61%



HOWDEN AFRICA HOLDINGS LIMITED



100%



100%



Fans and heat exchangers Revenue: 81.65%



ENVIRONMENTAL CONTROL Revenue: 18.35%



A list of Howden Africa Holdings Limited’s subsidiaries and its interests therein is given on page 106 of this report. Colfax Corporation acquired Charter International plc who was the previous majority shareholder of Howden Holdings A/S on 13 January 2012. Howden  I  Integrated annual report 2014
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Group at a glance



Fans and heat exchangers Revolving Around You



The division’s principal products are centrifugal and axial fans, air and gas rotary heat exchangers and cleaning equipment. The products as supplied by the division are integral parts of the coal-fired boiler and emission control systems used by the power industry. Significant sales are also made to the mining, petrochemical, iron and steel and other process industries.
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TM



Products fans ■  Heat exchangers ■  Site services ■  HVAC fans ■ Standard and industrial fans and blowers ■  Main surface fans ■  Auxiliary mine fans ■  Boiler



■  Centrifugal



blowers extraction on coal mines ■  Mine cooling and heating ■  Engineering solutions ■  Application engineering ■  Dust
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Environmental control Revolving Around You



The division supplies equipment and systems for use in processes which reduce atmospheric pollution generated by industrial plants, and in support of environmental legislation introduced in recent years.
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TM



Products ■  Gas cleaning plant ■  Combustion engineering ■ Furnaces ■ Incinerators ■  Process compressors ■  Refrigeration equipment



■  Water



chillers displacement blowers ■  Waste water treatment ■  Control and instrumentation ■  Mine cooling and heating ■  Engineering solutions ■  Application engineering ■  Positive
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Group at a glance continued



Manufacturing facilities Revolving Around You



TM



The Howden Africa business units are supported by two world-class manufacturing facilities located in Johannesburg and Port Elizabeth. The Johannesburg premise is approximately 48 000 m2 and is equipped to handle a diverse range of large-scale engineered plant and products, including the design and fabrication of turnkey projects across the full spectrum of Howden’s customer industries. The facility houses the design
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and engineering of a wide range of equipment including fans, heat exchangers, furnaces and cooling systems, gas-cleaning solutions and dust scrubbers. The Port Elizabeth centre has 17 000 m2 under roof, and responsible for the design and manufacture of the comprehensive range of Donkin pre-engineered fans and accessories. Both facilities are certified to ISO 14001 (Environmental Management Systems), ISO 9001 (Quality Control Certification) and OHSAS 18001 (Health and Safety Management Systems).
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Five-year Group financial summary for the years ended 31 December Summarised consolidated statements of comprehensive income



Revenue Operating profit Net finance income Profit before income tax Income tax expense Other comprehensive income/(loss) for the year, net of tax Total comprehensive income for the year attributable to equity holders of the Company Earnings per share (cents) Dividends per share: –  dividend paid (cents) –  special dividend paid (cents) –  interim dividend paid (cents) Number of shares (’000) In issue Weighted average



2014 R’000



2013 R’000



2012 R’000



2011 R’000



2010 R’000



1 588 022 326 847 23 938



1 682 832 448 885 12 923



1 317 200 220 386 8 983



988 400 169 853 12 057



868 841 102 637 6 423



350 785 (81 596)



461 808 (149 811)



229 369 (68 957)



181 910 (54 414)



109 060 (39 705)



(7 520)



(13 736)



(3 018)



(1 781)



3 407



261 669



298 261



157 394



125 715



72 762



409.54



474.67



244.05



193.97



105.52



– – –



30.00 – 30.00



29.00 146.00 25.00



15.00 – 20.00



20.00 75.00 12.00



65 729 65 729



65 729 65 729



65 729 65 729



65 729 65 729



65 729 65 729



2013 R’000



2012 R’000



2011 R’000



2010 R’000



Summarised consolidated statements of financial position 2014 R’000 ASSETS Non-current assets



201 818



207 432



214 055



211 669



208 264



Current assets Inventories Receivables and prepayments Cash and cash equivalents



1 227 645 225 405 374 552 627 688



1 098 945 330 335 422 566 346 044



907 381 369 209 389 797 148 375



764 739 263 538 278 129 223 072



466 552 119 947 239 370 107 235



Total assets



1 429 463



1 306 377



1 121 436



976 408



674 816



EQUITY Capital and reserves Shareholders’ funds



821 744



560 075



301 252



275 316



172 606



LIABILITIES Non-current liabilities Current liabilities



118 409 489 310



110 245 636 057



110 677 709 507



120 161 580 931



172 114 330 096



1 429 463



1 306 377



1 121 436



976 408



674 816



Total equity and liabilities
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Value added statement for the year ended 31 December 2014 2014 R’000



2013 R’000



1 588 022



1 682 832



23 961



14 623



Less: Paid to suppliers for materials and services



(850 130)



(845 054)



Total value added



761 853



852 401



404 369



390 142



Revenue Investment income



Distributed as follows: To employees as salaries, wages and other benefits To lenders finance costs To depreciation and amortisation To shareholders as dividends



23



1 700



14 196



12 487



–



39 438



To government as tax expense



81 596



149 811



Total value added distributed



500 184



593 578



Portion of value added reinvested to sustain and expand the business



261 669



258 823



Total value added distributed and reinvested



761 853



852 401



Total value added



R762



 million



distributed to stakeholders:



0% Providers of capital 10



81% 53% 11%



2% Depreciation and amortisation



Employees



Government



34% Reinvested to develop operations



Howden  I  Integrated annual report 2014



Our stakeholders The management and board acknowledge their responsibilities to their stakeholders and are committed to communicating in a transparent and effective manner, while engaging with each stakeholder group in line with their needs. Stakeholder engagement is entrenched in the Group and in line with the King III code, local and International Integrated Reporting Council (IIRC) discussion papers as well as the Global Reporting Initiative (GRI) G3.1 guidelines. During the process of identifying the Group’s material issues, the following key stakeholders were identified:



L S U PP I E R S



io n in ve sto rs



L HO S E SHAR INVE r po AND or



te



EE S



D TO ER RS S at



EM



PL OY



UNITIES



CUSTOM ER



S



MM CO



Howden stakeholders



a C riv fax p Col d an n al o i t u Instit



Directors understand that: ■■ It is crucial for decision-makers to understand who is affected by their decisions and who has the power to influence the outcome. ■■ Stakeholder engagement is about careful selection and engagement from the outset so that the views, needs and ideas of stakeholders influence the strategic direction of the Group. Howden  I  Integrated annual report 2014



Historically, the Group’s approach to stakeholder engagement was relatively informal. In 2012, the board developed stakeholder engagement guidelines to promote a more planned and structured approach to stakeholder engagement. The Group continues in its efforts to improve stakeholder engagement.
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Stakeholder engagement Stakeholder



Engagement in 2014



Why this engagement is important to us



Employees (including unions, shop stewards and bargaining councils)



Employee survey Surveys on communication, satisfaction and clarity on aspects such as roles, responsibilities and remuneration are conducted periodically. A survey was undertaken in 2014 and the group is working towards developing action plans to deal with concerns/issues identified by the survey outcome.



Good employee communication is essential to business success. At the most basic level, employees who do not know what is expected of them seldom perform to their potential.



Ad hoc meetings and communication memorandums Exit interviews Industrial relations meetings Howden Hub (internal newsletter produced quarterly by the Company) Annual material issues engagement The Sustainability Committee (through management) endeavours to engage with employees annually on matters of material concern. Management sent out notices to actively solicit written and verbal feedback, prompting typical aspects that might apply to our operations. Response is still not as spontaneous as would be desired for totally open expression of their needs and concerns. Customers



Customer service surveys Howden utilises a system called Net Promoter System (NPS) to measure and improve customer engagement across the Group. NPS is based on a process of short (two-question) customer surveys and follow-up activities to act upon the feedback provided by customers. NPS supports the delivery of our Howden brand, allowing us to measure how well we are performing in meeting the promises that we make to customers. Customer relationship marketing This is done daily at all customer-facing points. It is one of our core values that the customer speaks and we listen. Annual material issues engagement The Sustainability Committee endeavours to engage its customers annually on matters of material concern.



Suppliers



Supplier days Business units hold annual supplier days with sport activities and informative award functions. Ad hoc supplier meetings Meetings on specific projects/orders, end-user requirements are held when required. Annual material issues engagement The Sustainability Committee endeavours to engage with suppliers annually to discuss matters of material concern.
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As a supplier of high-value engineered solutions, it is imperative that Howden develops a keen understanding of the individual requirements of customers. Close relationships with key decisionmakers in customers’ management structures is critical to this approach, and Howden actively pursues these links in the interests of excellent customer service. Our consistent reviews of customer requirements and customer feedback are critical aspects of our business and customer engagement plan.



Suppliers are critical to the success of our business. Careful selection and monitoring of our suppliers has ensured our customers receive sustainable value. By communicating with suppliers and service providers, we set expectations about how we do business, which influences their practices.
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Stakeholder



Engagement in 2014



Why this engagement is important to us



Investors



Shareholder meetings All shareholders have the opportunity to put questions at the Company’s annual general meeting, with the chairmen of all board committees available to answer questions.



It is important to promote effective communications with shareholders to ensure all relevant information is disseminated, and maintain their confidence in our business.



SENS announcements Shareholders are kept abreast of developments such as director resignations and appointments, dividend declarations and trading statements, etc. Website Shareholders have direct access to Company information via the investor relations section of its website. Ad hoc investor meetings The chief executive officer and chief financial officer often meet with investors and prospective investors to discuss the Company and published financial and non-financial reports. Annual material issues engagement The Sustainability Committee endeavours to engage top shareholders annually to discuss matters of material concern to them as shareholders. Communities



Corporate social investment (CSI) Howden focuses much of its CSI effort on education. This provides a platform to develop the potential of South African youth. Through the Company CSI Committee, Howden staff are able to become directly involved in uplifting communities.



To empower individuals and groups by providing them with the skills and knowledge they need to grow.



SOJO We are founding members of SOJO, which is the business forum of South Johannesburg and surrounding areas. We engage with the forum formally each year, but also actively participate in environmental enhancement projects initiated by SOJO.



For a detailed discussion on the Company’s selected material issues in the 2014 financial year, please refer to the material issues report on pages 28 to 45.
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Stakeholder engagement continued Stakeholder engagement outcome matrix The below table reflects the number of stakeholders selecting a particular category of concern/interest to them: Economic Results



Environmental Results



Social Results



Results



Results



Results



Economic performance



15



Materials



5



Labour practices generally



0



Human rights generally



0



Society generally



0



Product responsibility generally



0



Market presence



5



Energy



8



Employment



16



Procurement practices



5



Community



5



Customer health and safety



7



Indirect economic impacts



6



Water



9



Relations



12



No discrimination



26



Corruption



13



Product labelling



1



Biodiversity



1



Health and safety



17



Freedom of association



8



Public policy



2



Market communication



10



Emissions, waste



2



Training



14



Child labour



1



Compliance



3



Compliance



4



Products impact



2



Equal opportunity



24



Forced labour



5



Compliance



5



Transport



6



Overall



5



14
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Our strategy Howden Africa’s business strategy is to: ■■ Expand



our revenue growth into the rest of Africa, particularly in the mining industry opportunities for growth by offering our customers additional complementary products and solutions ■■ Maintain our competitive advantage and market share for the supply of air and gas-handling equipment, service and maintenance in South Africa ■■ Leverage our experience in the supply of emission-control products, for which there will be demand due to increasingly stringent government regulation, and continue to invest in our range of technologies to respond positively to requests for solutions in this area ■■ Continue to be recognised as a top employer in South Africa ■■ Identify



Our customers



Completed 2014



Targets 2015



Targets 2017



One of our five core values is “customers talk, we listen”. We ensure customer satisfaction through service excellence, innovative technical solutions that meet our customers’ operational requirements, short lead times, quick and effective resolution of customer complaints, world-class aftermarket support and customer empathy.



■■ Implemented



■■ Intensify



■■ VoC



Since continuous improvement is our way of life at Howden, we conduct periodic customer satisfaction surveys to assess our performance against customer expectations. We believe we can continuously achieve improved results through a more focused approach to customer management.



CBS (Colfax Business System) Value Selling, in all businesses, which includes several VoC (voice of customer) surveys to continue to improve and adapt our customer service processes. ■■ Refined Net Promoter System (NPS), a customer feedback system, across all business units. ■■ Expanded our SalesLogix CRM to improve our customer account management in all key markets. ■■ Continued to improve our on-time customer deliveries.
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the everyday use of our value selling tools. ■■ Expand significantly on VoC engagements and implementation to improve our customer services. ■■ Continue to develop and enhance customer account management by utilising the expanded CRM system. ■■ Focus on key management accounts in five countries in the rest of Africa. ■■ Further improve customer on-time deliveries to 93%.



is driving our behaviour in all aspects of the customer experience. ■■ Achieve 95% of potential customers in the industries choosing Howden as their preferred supplier. ■■ Achieve 97% on-time deliveries.
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Our strategy continued Our employees



Completed 2014



Targets 2015



Targets 2017



Our people are our most valuable assets. We pride ourselves on being a progressive and responsible employer, constantly seeking best practice methods and knowledge in attracting, developing and retaining staff. What contributes to the sustainability of our business is the stability of our work environment and our track record of retaining experienced skills.



■■ Continued:



■■ Review



■■ Maintain



We realise that for us to expand strategically as an organisation, we have to attract new talent and provide constant skills development and other training to build capacity. The transfer of knowledge, currently held by ageing technical resources, through succession planning and mentorship programmes, is vital and is being implemented. Using employee engagement surveys, we continue to build on this information to provide opportunities to improve our people management strengths.
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all non-union associates participated in the Howden Africa total reward system. ■■ Continued: all engineers participated in the Howden Africa engineering career ladder (includes identification of individualised training courses and personal development programmes). ■■ Significantly expanded the talent and succession planning programme to associates at all levels. All talented employees received a personal development plan and implementation is in progress. ■■ Conducted an employee engagement survey. ■■ Received the employer of choice award – one of the approximately 70 companies in South Africa to do so. ■■ Promoted and sourced approximately 60% of available positions internally. ■■ Encouraged teamwork by implementing continuous improvement programmes. ■■ Expanded an in-house Colfax Business System (CBS) office to facilitate activities. ■■ Expanded communication improvements, expanded plan. ■■ Engaged a change management leader by year-end.



the businesses reward systems yearly and update them in line with the latest industry trends. ■■ Further develop engineers using the Company’s engineering career ladder. ■■ Increase the key talent pool by 30%. ■■ Further develop our succession planning programme. ■■ Continue to improve internal teamwork through the Colfax Business System and, in particular, Kaizen events. ■■ Improve employee engagement to improve our associates’ working environment. ■■ Re-awarded as a top employer of choice. ■■ Expand change management in daily operations. ■■ Implement leadership behaviours. ■■ Train senior managers to be coaches.



strategy to be in the top 25% of the best employers to work for in our industry. ■■ To have 30% of our associates in our key and developing talent pool. ■■ At least 80% of all junior to senior management vacancies to be filled internally. ■■ Each associate to participate in at least five continuous improvement Kaizen events each year.
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Our growth



Completed 2014



Targets 2015



Targets 2017



Our growth will continue to be spurred by leveraging our key competitive advantages: ■■ Market leadership based on technology, reputation and brand strength. ■■ Strong South African engineering and manufacturing presence. ■■ Market-focused business units. ■■ Excellent relationships with customers in the power, energy and mining industries, which account for over three-quarters of sales. ■■ Howden’s large installed base should result in strong growth in aftermarket products. ■■ Flexible business model, with manufacturing focused on critical components. ■■ Ever-improving health and safety record. ■■ Strong environmental credentials. For additional information please refer to the Chairman and CEO reviews on pages 20 to 21 and 22 to 25 respectively.



■■ Increased



revenue for complementary equipment (bolt-on) to our core products by 20%. ■■ Increased our activity in the rest of Africa by a 30% increase in customer visits. ■■ Expanded service and spares supplied to the mining market by 34%. ■■ Maintained our operating profit margin by implementing a focused supply chain in all business units; see CFO review on pages 26 to 27.



■■ Increase



revenue for complementary equipment (bolt-on) to our core products by 10%. ■■ Increase our activity in the rest of Africa by another 40% through greater customer engagement. ■■ Expand service and spares supplied to the mining and industrial markets. ■■ Focus on supply chain management saving of R30 million, by category management, supplier frame agreements.



■■ Increase



Our offering and our environment



Completed 2014



Targets 2015



Targets 2017



Applying our products remains at the centre of our development and is supported by a strong team of design and application engineers.



■■ Rolled



■■ Continue



■■ Expand



Howden Africa strives to have the capacity and capabilities to meet any air and gas-handling application requirement for any chosen process in any industry. We have introduced systems and processes to achieve this aim. Customer education on the benefits of our solutions is vital, particularly when faced with the options of cheaper imports, which are less environmentally friendly.



out the new Howden brand to all stakeholders. ■■ Expanded market awareness of our products, skills and competitiveness to approximately 50% of the rest of Africa’s large industrial, mining and power generation customers. ■■ Continued leveraging Howden’s global footprint to reach global companies investing in African mining ventures.
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to expand market awareness of our products, skills and competitiveness to South Africa’s large industrial, mining and power generation customers. ■■ Continue to expand market awareness of our products, skills and competitiveness to the rest of Africa’s large industrial, mining and power generation customers.



revenue from the rest of Africa to increase market share by 30%. ■■ Increase revenue for complementary equipment (bolt-on) to our core products by 20%. ■■ Personal customer contact with 87% of medium to large industrial plants. ■■ Increase revenue for service and spares in the mining and industrial markets by 20%.



market awareness of our products, skills and competitiveness to Africa’s large industrial, mining and power generation customers.
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Case study



Hendrina Power Station South Africa Revolving Around You



TM



Environmental responsibility is becoming an ever-greater factor in the design and operation of industrial activities of all kinds, and an increasingly stringent legislative framework makes effective gas cleaning an essential part of plant design. In the following example Howden projects’ specialist capabilities provided Eskom’s managers with a full retrofit package. The challenge Operated by the utility company Eskom, Hendrina Power Station in Mpumalanga is one of the oldest operating power stations in South Africa. A 2 000MW coal-fired generating plant consisting of ten 2 000MW turbine units, when it came on-stream in stages between June 1970 and December 1976 it featured the longest turbine hall in the Eskom portfolio. At the time of its commissioning over 30 years ago, however, environmental awareness was far less acute than it is today. In the mid-1990s, a substantial programme of renovation and refurbishment was undertaken, affecting half of the station’s turbines. Howden projects was invited to propose, plan and install a more effective emissions control system than the existing electrostatic precipitators. The solution After investigating the situation at Hendrina, Howden demonstrated that fabric filtration would provide the required results. The first phase of the operation involved removing all of the electrostatic precipitator equipment that had been previously installed. This was a major operation.



We then installed rf pulse jet fabric filters into the space previously occupied by the precipitators, to minimise disruption to the rest of the plant. The fabric bags we used combine low-temperature olyacrylonitrile (PAN) with polyphenylenesulphide (PPS). Each bag is eight metres in length, with a filter area of 3.5 square metres and a total of 80 000 filter bags were used, giving a total filtration area of 280 000 square metres, the equivalent of around 28 football pitches. One of the greatest successes of the project was the speed with which it was accomplished, with each of the ten units being retrofitted in just 79 days. The replacement of electrostatic precipitators with a pulse jet fabric filter system reduces emissions at the Hendrina Power Station by over 90%. The pulse jet fabric filter system The pulse jet fabric filter system optimises emission control by allowing the selection of the fabric to be precisely matched to the exhaust gases and their pollutants. It can achieve very efficient and cost-effective gas cleaning, with up to 99% of particulates being removed. As the exhaust gas passes through the bag the contaminant dust is spread into a layer that coats the inside of the fabric bag, and is dislodged by a very short, high-pressure blast of air that travels through the top of the bag, in the opposite direction to the exhaust gas flow. The dust is dislodged from the fabric surface and falls into a hopper. For the Hendrina power station, Howden custom designed a pulse jet fabric filter system that fitted into the space previously allocated to the electrostatic precipitator (ESP) system, and so were able to minimise both the installation time and the disruption to normal generating output, while enabling the station to meet the necessary standards of environmental performance.



Access to the precipitators had to be gained either through the concrete roof of the power station, or by taking out the ash hoppers to reach the underside of the installation.
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Chairman’s statement During 2014 Howden Africa also became an accredited Top Employer as it moves forward with its strategy to be a top 25% employer of choice within the engineering industry. The Company has been able to use this certification to benchmark itself against peers and this information has been invaluable in identifying areas in which the Company can further improve.



General review Non-executive Chairman Ian Brander



Significant achievements    Howden Africa was awarded a Top Employer by the Top



Employer Institute.    The Group was independently verified as a B-BBEE value-



adding Level 3 contributor.    The Environmental Control division’s revenue increased by



57.9% to R291.3 million.



I am pleased to report that Howden Africa generated a solid set of results in 2014 in difficult market circumstances. During 2014 the Company faced a number of challenges. These included the Numsa (National Union of Metalworkers of South Africa) strike and weakening demand for new-build mining and environmental control equipment. The Company’s management has reacted enthusiastically to these challenges. Highlights have been the speed of the businesses’ recovery from the Numsa strike and the diversification of the businesses into the aftermarket
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(spares and services supply) to mitigate the impact of the new-build decline. At the end of 2014 the business recorded a 12.8% increase in aftermarket orders received, showing how effective this mitigation has been.



Following a great performance from the Fans and Heat Exchangers division in 2013, the year 2014 has been more difficult. The business fell just short of last year’s performance when the one-off gains (R109.0 million) reported in the 2013 integrated report are excluded. The division has experienced good order intake for spares and service within the power generation and mining industries; less so for new build, which experienced a significant slowdown when compared with the corresponding period in 2013. The Environmental Control division’s reported operating profit is 30.8% higher than 2013 on the back of the excellent order book it had at the end of 2013. Despite a satisfactory performance in order intake during the first half of 2014 (R114.6 million) the second half of 2014 was below expectations. Bidding activity for this division continues at record levels as South African companies actively consider their options to meet the requirements of new South African clean-air legislations; however, due to the current state of the economy and the shortage of available funds,
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our customers are cautious about placing orders for environmental control products. Total revenue in 2014 decreased by 5.6% to R1 588.0 million compared with R1 682.8 million in 2013, while operating profit decreased by 27.2% to R326.8 million (2013: R448.9 million). Aftermarket, environmental control turnkey installations and export revenue continue to remain a strategic focus and the Group is well positioned to take advantage of further opportunities on the African continent. Environmental pressure and awareness in South Africa coupled with stricter legislation is expected to provide opportunities for the Environmental Control division. The CEO’s review covers operational aspects in more detail.



scorecard. A key cornerstone of this transformation is the completion of a BEE ownership transformation transaction; this is on target to be completed by the middle of 2015.



In line with best governance practices, an evaluation of the board and its subcommittees was completed in 2014. This evaluation and recommendations for improvements have been reviewed and considered by the board.



Sustainability Sustainability is an integral part of our business at the economic, social and environmental levels and spans our employees, suppliers, communities, business partners, media and government. In support of this, the Group requires all operating sites to implement certified environment and health and safety management systems, with significant progress made in recent years. As recommended in King III, sustainability matters are integrated into various sections of the integrated annual report.



Dividend In light of the potential BEE ownership transaction the board has resolved not to declare a dividend (2013: 60 cents).



Management and staff I conclude by thanking management and all employees, under the leadership of Chief Executive, Thomas Bärwald, for the major effort they have made throughout the year and for the guidance, support and commitment of the board and committee members. We can look forward to the future with confidence.



Risk management Black economic empowerment The group continues to focus on its broad-based black economic empowerment (B-BBEE) status, covering management control, employment equity, skills development, procurement, enterprise development and socio-economic development. The group has been independently verified as a value-adding level 3 contributor, which is a step up from the level 4 contributor status previously reported. The group is committed to further, continuous B-BBEE transformation and is currently implementing a plan to transition to the new 2014 DTI B-BBEE
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It is the responsibility of the risk committee to assist the board in the governance of risk and to design, implement and monitor a risk management plan. The committee has focused on raising the main risk exposures facing the group and has implemented systems to ensure continuous risk monitoring and, where possible, exploitation of opportunities.



Ian Brander Non-executive Chairman 23 March 2015



Board of directors Suleman Badat resigned as director with effect from 31 October 2014 and Mitesh Patel was appointed after the last annual general meeting, effective 15 December 2014.
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Chief Executive Officer’s review During 2014 the Group further improved its supply chain function. This has helped drive further underlying margin improvements. Ongoing expansion into the rest of Africa continued in 2014 with strong growth in aftermarket order intake. New-build mining in the rest of Africa was subdued driven by the reduction in worldwide mineral prices. Chief Executive Officer Thomas Bärwald



Highlights    Maintained strong project margins across the business



underpinned by supply chain improvements and excellent project management.    The Environmental Control division increased revenue (+57.9%)



as it successfully executed orders awarded in 2013 and the first half of 2014.    Mining aftermarket initiatives implemented during 2014 have



increased aftermarket revenue (+32.5%).



Howden Africa is part of the Howden Global engineering group, and has had a presence in South Africa for over 60 years. The Company has been listed on the JSE since 1996. The Group delivered a solid set of results despite a challenging year in which the business was impacted by the National Union of Metalworkers of South Africa (NUMSA) strike, also impacting some of our customers within the mining industry and challenging economic conditions. The Fans and Heat Exchangers business saw new-build mining order intake decrease further as worldwide mineral prices continued to fall. This
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decline was offset by an increase in mining service and spares supply, and the award of a large locomotive fan contract.



Achievements ■■ For



the sixth consecutive year, Howden Africa was voted a top 100 company by share performance, securing ninth place. This excellent result qualifies Howden Africa to again be in a select group of JSE Royal companies (six consecutive rankings as a top 20 company) ■■ Two-thirds of our employees have completed training in at least one of our Colfax Business System (CBS) tools such as Kaizen and root cause countermeasure (RCCM), to name a few. Most of our Exco members are now CBS Black Belts, qualified to train and implement CBS throughout our organisation ■■ Recertification of the International Environmental Standard ISO 14001,Occupational Health and Safety Standard OHSAS 18001 and Quality Standard ISO 9001 ■■ Improved from a level 4 to a Level 3 B-BBEE contributor ■■ Awarded a Top Employer in South Africa



Focus ■■ Continue



to improve our competitive product and service supply by further improving operational processes and more effectively using our technology ■■ Further improve our product and service offering to increase our market share of the soon-to-grow environmental control market
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■■ Continue



to improve and enhance our customer service ■■ Continue to improve project management of our large capital projects ■■ Focus on our employees using the results from the recently awarded Top Employers certification which benchmarked the Group against our peers ■■ Continue the implementation of CBS with all our employees



Financial overview Orders received during 2014 have decreased to R1 587.7 million, a decrease of 9.7% compared with the corresponding period in 2013 (2013: R1 757.9 million). The closing order book for 2014 is R882.7 million (2013: R883.4 million). Revenue of R1 588.0 million for 2014 is 5.6% behind the equivalent period in 2013 of R1 682.8 million. Operating profit of R326.8 million is a 27.2% decline over the R448.9 million reported in 2013. Operating profit in 2013 included one-off project gains of R109.0 million. Please see the Chief Financial Officer’s review on pages 26 to 27 for more details.



Operational performance and outlook Fans and Heat Exchangers division The division has three business units (Howden Power, Howden Fan Equipment and Howden Donkin) which together meet the demands of a large number of customers and a broad spectrum of industries in South Africa and, increasingly, the rest of Africa.
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Howden Power Power specialises in the design, manufacture, supply, installation and maintenance of boiler fans and rotary regenerative air pre-heaters (air heaters) for the power generation, petrochemical, sugar and paper industries ■■ Howden Power provides a quality, proactive and competitive service to its customers while continuously enhancing its internal processes to drive efficiency improvements ■■ The company strategy focuses on expanding the service and maintenance scope of supply with key customers in the power generation and petrochemical markets in Africa ■■ Howden



Howden Fan Equipment ■■ Howden Fan Equipment (which incorporates the Safanco and Engart brands) designs, manufactures and maintains fans for mining and industrial clients. The company provides all products, systems and support needed for efficient fan operation ■■ Howden Fan Equipment continues to record a gradual increase in demand in the rest of Africa, and maintains a leading market share in South Africa in mine ventilation ■■ The company strategy will be to further grow revenue by expanding its solutions to customers through larger turnkey contracts throughout the African continent. As such, the business will supply Howden products and related products as well, leveraging the high-quality project management it offers customers



Howden Donkin ■■ Howden Donkin specialises in the design, manufacture and supply of standard and pre-engineered fans, blowers and accessories to a large number of industries and application ■■ The business was awarded a locomotive fan contract in 2014 for the supply of 916 fans to 229 diesel locomotives over the next two years. The business is well placed to secure further orders ■■ The company strategy is to further focus on market segments with higher margins. Significant supply chain improvements will also support the increase in profitability Environmental Control division The Environmental Control division has one business unit, Howden Projects, which covers a wide range of products and services. Howden Projects develops large-value turnkey solutions for industrial flue gas conditioning (including flue gas desulphurisation), melt-shop dedusting, medical and industrial waste incineration, industrial furnaces, underground mine cooling, industrial cooling and refrigeration plants, waste water treatment and electrical and electronic control systems. Howden Projects assists heavy manufacturing industries to meet their emissions obligations cost effectively, and mining houses to address their underground cooling challenges.
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Chief Executive Officer’s review continued ■■ We



are confident that the large-scale environmental control legislation and general environmental pressure and awareness in Africa should enhance opportunities for Howden Projects over the next few years ■■ The business continues to proactively expand its product offering and is working on opportunities throughout Africa, leveraging its significant experience and customer references ■■ The good order intake in 2013 has been largely converted to turnover this year, with order intake in the second half of 2014 being below expectations ■■ The business continues to have a record number of opportunities and tenders submitted, and management is optimistic that more capital projects will be awarded in future ■■ The businesses strategy continues to maintain a core set of application engineering skills and a flexible operating model that can expand and retract quickly depending on market conditions



Equipment key investments No major investments were made during the review period. The Group remains liquid and able to capitalise on strategic opportunities.



Principal risks The main risks facing the business are set out on page 68. To manage these and other risks, Howden Africa operates a Group risk framework. Within the framework, risks are assessed and rated for likelihood and consequence, and mitigated or managed appropriately. Risks rated as high or major are reviewed at quarterly meetings of the Exco Risk Committee, and then presented to the Audit and Risk Committee, and to the board, as necessary.
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Questions and answers Q   How is Howden Africa coping with the recent slowdown in newbuild mining? While new-build activities have reduced I expect there remains significant opportunity in the future for our mine-related products. Howden remains a market leader in Africa and we continue to invest in our technology and brand to ensure we remain well positioned to take advantage of the upturn when it occurs. Until this happens we are staying close and listening to the voice of our customers and the change in their requirements for improved aftermarket (spares and services) rather than new build. Aftermarket sales in Africa increased in 2014, showing this strategy is working well.



Q   Why does the environmental business fluctuate year on year? South Africa and other African countries are focusing on cleaning up environmentally and we are seeing new environmental laws such as the 2010 Clean Air Act of South Africa. Companies are now required to manage and monitor emissions and invest in environmental control. We use a vast variety of technological processes to achieve optimum emissions control, including flue gas desulphurisation, pulse jet and reverse flow fabric filters, with coolers when required, and a range of wet and semi-dry scrubbers. These systems are supplied as turnkey projects, designed to the specification of the customer, and supported through their lifetime by Howden’s skilled service engineers, with comprehensive aftermarket backup. Our reference list has grown over several decades. Solutions have been used for mining processes, medical and industrial waste



incineration, industrial furnaces and melt-shop dedusting. The Environmental Control division’s tender book is at record levels and there is certainly great interest from a wide range of market segments in what they need to do to meet their environmental responsibilities. The current issue is that only a few major contracts mature to order-award stage each year, primarily due to capital spend delays. We are therefore not guaranteed at the moment a steady stream of orders per year. We remain optimistic about the future of this division and believe environmental legislation will be enforced. This will result in a higher percentage of environmental tenders being converted to orders and allow the division to report revenue more consistently.



Q   Has your manufacturing and service footprint changed? We have not made any change to our manufacturing or service footprint during 2014. We continue to operate two manufacturing facilities and several service facilities in South Africa. Our focus is to use the existing facilities to ensure we can meet our customers’ changing demands around the clock. We continue to be able to generate employment opportunities through the success we have had in upskilling resources within our training centre and training programmes. In terms of future “footprint” requirements, we believe we have sufficient facilities to cover substantial future business growth and expect no significant changes in the near future.
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Q   What key attributes do you believe have contributed to maintaining the performance despite the slowdown in new-build mining and trading losses due to industrial strikes? We continue to expand our key talent pool by developing our employees so that they can adapt and switch focus in all aspects of operational, strategic and tactical disciplines. Over the past two years it was important to have the ability to adapt our products and services to changing customer requirements, mainly from capital spend to asset preservation and effective use of the existing equipment. We listen to our customers and use our engineering expertise to tailor-make solutions that fit their requirements. We have been active in South Africa for many years, and we are often a repeat supplier of equipment to customers satisfied with our products and reputation for reliability. Our products are often supplied in critical applications to large mines, mineral process plants or power stations, where failure is not an option. The breadth and depth of highly skilled and motivated employees, good operation systems, superb technology and a deep understanding of customer plant operations drive our organisation to always do better. In addition, our quality control standards are very high – we have been ISO 9001 accredited since the system was introduced. We are also SABS (South African Bureau of Standards), ISO 14001 and OHSAS 18001 accredited, and we continue to train our associates and customers.
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Q   How important is research and development to your company? Each project Howden Africa undertakes is unique to the customer for which it is being developed. This leads to an extremely customer-oriented approach. We continuously build new challenges, such as how to eradicate more dust with our dedusting systems, or how we can supply faster and more competitively, or make our equipment more efficient or more reliable. The pace of innovation is increasing significantly year by year. Continuous improvement and adapting is our focus and one of our five core values, which all our employees live by. We have test engineers and design engineers and a supportive team effort to examine every new challenge in design, cost, quality and reduced times.



Q   What are the current trends and challenges affecting the Company, and how are you responding to them? We continue to invest extensively in the next generation of our employees, ensuring we have the right skills in place for further progress, while meeting our responsibilities as a BEE (black economic empowerment) company for fair social representation in our business.



Acquisitions/disposals There were no acquisitions or disposals during the review period, but the Group remains ready to consider appropriate acquisitions that complement or broaden the scope of the existing Howden Africa business.



Appreciation I extend my gratitude to all our loyal customers for their continued support this past year, and to all our suppliers and service providers: thank you for being an important part of another very successful year for Howden Africa. I also thank my colleagues in management and staff for your support and commitment during a year of significant challenges, with the Group maintaining a solid set of results. Hard and smart work, an unrivalled talent pool, attention to detail and excellent creative engineering standards, supported by fine administration, all contributed to Howden Africa’s success for 2014 and set the foundation for coming years. Finally, I thank all members of the board for their valuable support during the year. This extends to the members and chairs of the various board committees, who provide wisdom, good governance and oversight.



Thomas Bärwald Chief Executive Officer 23 March 2015
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Chief Financial Officer’s review Revenue Revenue of R1 588.0 million for 2014 is 5.6% behind the equivalent period in 2013 of R1 682.8 million. The Environmental Control division delivered a significant performance with revenue rising by 57.9% to R291.3 million (2013: R184.5 million) as it successfully executed orders awarded in 2013 and the first half of 2014. The Fans and Heat Exchangers division saw a decline in revenue of 13.5% to R1 296.9 million (2013: R1 498.3 million). This decline is largely the result of the division not benefiting from the one-off projects on which revenue was reported in 2013 (R255.8 million).



Chief Financial Officer Kevin Johnson



Highlights  Revenue declined by 5.6% to R1 588.0 million.  Cash and cash equivalents increased by 82.9% to



Operating profit Operating profit of R326.8 million is a 27.2% decline from the R448.9 million reported in 2013.



R627.7 million.  Operating profit declined by 27.2% to R326.8 million.   Aftermarket orders received increased by 12.8% to



The Environmental Control division’s operating profit was 30.8% higher at R30.6 million when compared with the corresponding period, as a result of increased revenue.



R1 083.0 million.  The Environmental Control division’s revenue increased by



57.9% to R291.3 million.



Introduction The review of the Group’s financial performance for the year ended 31 December 2014 is focused on key line items of the statements of comprehensive income and financial position that management considers to have a material impact on performance. The following review should be read in conjunction with these statements as contained on pages 73 to 129. 2014 Rm



2013 Rm



% change



Orders received New build Aftermarket Order book New build Aftermarket



1 587.7 505.1 1 082.6 882.7 530.7 352.0



1 757.9 798.1 959.8 883.4 522.6 360.8



(9.7) (36.7) 12.8 (0.1) 1.5 (2.4)



Revenue Operating profit (EBIT) Operating profit margin (%) Net finance income Tax Profit for the year



1 588.0 326.8 20.6 23.9 81.6 269.2



1 682.8 448.9 26.7 12.9 149.8 312.0



(5.6) (27.2) (22.8) 85.7 (45.5) (13.7)



Statement of comprehensive income
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The Fans and Heat Exchangers division’s operating profit reduced by 29.0% to R317.7 million (2013: R447.5 million). The key change was that this division’s operating profit in 2013 included a one-off gain of R109.0 million; excluding this one-off gain, operating profit in 2013 was R338.5 million. The real underlying performance was therefore a 6.1% (R20.8 million) decline from the corresponding period as a result of reduced revenue from new build, and the impact of product mix on margins.



Orders Orders received during 2014 decreased to R1 587.7 million, a decrease of 9.7% compared with the corresponding period in 2013 (2013: R1 757.9 million). The closing order book for 2014 is R882.7 million (2013: R883.4 million). The Environmental Control division’s order intake was R166.3 million compared with R396.3 million in 2013.



Howden  I  Integrated annual report 2014



The division continues to see high levels of tender activity, but the award of orders from customers is slow. The expectation remains that large-scale environmental control legislation and general environmental pressure and awareness in Africa will continue, and should improve opportunities in the future. The Fans and Heat Exchangers division’s orders received during 2014 increased to R1 421.4 million (2013: R1 361.6 million), an increase of 4.4% compared with the corresponding period in 2013. A good order intake was experienced, especially for spares and service within power generation and mining, but less so for new build, which has experienced a slowdown when compared with the corresponding period in 2013.



Net finance income The net finance income of R23.9 million (2013: R12.9 million) was due to higher cash balances being held by the Group during 2014 when compared with the prior year.



Income tax



Non-current assets Current assets Total assets Equity Non-current liabilities Current liabilities Total equity liabilities



Capital expenditure was R19.8 million (2013: R27.8 million).



Dividend Please refer to the Chairman’s statement for further details on dividend.



The full tax reconciliation is shown in the taxation note of the annual report.



Statement of financial position



Howden’s continuing focus on sustainable working capital management resulted in an excellent cash flow performance in 2014. Cash generated from operations for the year, of R404.8 million (2013: R388.9 million), is up on the prior year by 4.1%. The business remains focused on managing its working capital and generating operating cash.



Conclusion



2014 Rm



2013 Rm



% change



201.8 1 227.7 1 429.5 821.8 118.4 489.3 1 429.5



207.4 1 098.9 1 306.4 560.1 110.2 636.1 1 306.4



(2.7) 11.7 9.4 46.7 7.4 (23.1) 9.4



Assets



The performance for 2014 has some highlights, including growth in aftermarket orders, cash generation and the speed of recovery from the month-long Numsa strike which shut down our main offices and manufacturing facilities. The overall profit performance is, however, down on 2013, largely due to the R109.0 million one-off operating profits gain in 2013.



Assets employed in the Group increased by 9.4%, from R1 306.4 million to R1 429.5 million. The major changes during 2014 were a further increase in the business’s cash and cash equivalents balance, which was offset by a reduction in construction contract assets due to deteriorating new-build order awards and reduced inventory balances as we made improvements to our contract award-todelivery timeline during 2014.



The Howden Africa business model continues to derive sustainable profits and margins from providing welldeveloped and trusted engineering solutions to a customer base that demands integrity and innovation.



Liabilities



The finance staff across the Group have ensured the Group has maintained a high standard of reporting to its stakeholders, and I thank my colleagues for their ongoing support.



Liabilities decreased to R607.7 million from R746.3 million. The major change during 2014 was the reduction in construction contract liabilities due to deteriorating new-build order awards. Trade payables were also up on the prior year due to a combination of higher revenue in December 2014 when compared with 2013, and the impact of initiatives implemented in 2014 to improve payment terms with suppliers.



Cash and capital management Statement of cash flow



2014 Rm



2013 Rm



Cash flow from operating activities Cash generated from operations Interest paid Income tax paid



405 – (132)



389 (2) (119)



Net cash generated from operating activities Net cash generated from investing activities Net cash used in financing activities Net increase in cash and cash equivalents Cash and cash equivalents at beginning of year Cash and cash equivalents at end of year



273 12 – 285 343 628



268 (13) (39) 216 127 343
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Kevin Johnson Chief Financial Officer 23 March 2015
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Material issues Health and safety



Governance For a discussion on Howden’s compliance with legislation and regulations, refer to the corporate governance and risk management reports on pages 48 to 60 and 68 to 69 respectively



Focused health and safety reviews on page 36, detail our commitment to the health, well-being and safety of all employees



Human capital The employee review on page 29 discusses the issues of staff training and development, retention and equal opportunity



Quality management and environment



Operational expansion and revenue



Page 39 deals with quality management and environmental aspects, these reports discuss how Howden improves the quality of its product and services to be more environmentally friendly with lower impact on the environment



A discussion of our commitment to improving economic performance, expanding operations beyond South Africa, supporting local suppliers, and understanding risks to which our business is exposed can be found in various places of the intergrated annual report



The Company, through its board, has formed a sustainability committee chaired by the Chief Executive Officer. This is a subcommittee of the executive committee and oversees the determination of material issues, stakeholder engagement and Global Reporting Initiative (GRI) adherence. For further information on the committee’s structure and responsibilities, please refer to corporate governance on page 54. Identifying Howden’s material issues We define the Group’s material issues as those that are strategic to the business, of substantial risk and significant to stakeholders. Annual stakeholder engagement process STEP 1: While guided by the GRI 3.1 Guidelines the committee engaged stakeholders in writing to give them the opportunity to express their concerns relating to economic, environmental and social factors.
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STEP 2: Employees and members of the community met with committee members for face-to-face discussions while suppliers, customers, Howden Global and other investors chose to respond either in writing or through telephonic interviews. STEP 3: The committee then reviewed and ranked each issue in line with its level of importance and frequency from each stakeholder group. STEP 4: The committee then tested each issue for completeness and context against the backdrop of Howden corporate policies, standards and strategic objectives, and reviewed these in the face of Howden’s key risks and challenges.
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Employee review



■■ Encouraging,



Howden’s approach Howden is committed to: ■■ Demonstrating honesty, integrity and fairness at all times ■■ Honouring commitments ■■ Continuously growing and developing employees ■■ Caring for the physical and emotional well-being of employees ■■ Valuing, embracing and celebrating diversity ■■ Leading by example ■■ Celebrating successes



Breakdown of staff by activity (%)



developing and empowering employees to take responsibility for their goals and activities ■■ Providing development and training opportunities for all to further their careers ■■ Hiring the best talent available in the market Howden’s challenges employment equity, attracting women to the industry and providing a workplace of equal opportunity ■■ Finding suitable critical skills in the local labour market ■■ Identifying, developing and retaining highly talented employees ■■ Metal and engineering strike during July 2014 ■■ Senior management succession planning ■■ Achieving



Breakdown of staff by category (%) 9



18



5



29 12



25 61 41 Operations Administration



Factory Services



Breakdown of staff by region (%) 16



Permanent salaried employees Permanent wage employees



Salaried, fixed-term/ part-time employees Wage contractors



Breakdown of staff by length of service (%)



1 21



11 83



55



5 Johannesburg



Port Elizabeth



Cape Town



Breakdown by gender (%) 22



8 0 – 5 years 16 – 20 years



6 – 10 years 20 years+



11 – 15 years



As at 31 December 2014, the Group employed 588 people, excluding contractors and including part time and fixed term employees. Fixed term and part time employees work full days.



78



Male



Female



Includes foreign nationals. Calculation is total number of female employees divided by total number of employees. Howden  I  Integrated annual report 2014
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Material issues continued Howden as an employer of choice



verified our outstanding employee conditions and earned us a coveted spot among a select group of awarded Top Employers.



Howden Africa has been awarded the designation of Top Employers South Africa 2014.



■■ Performance



Management Development ■■ Career & Succession Management ■■ Compensation & Benefits ■■ Culture ■■ Leadership



The Top Employers Institute assessed our employee offerings on the following criteria: ■■ Talent Strategy ■■ Workforce Planning ■■ On-boarding ■■ Learning & Development



The Top Employers Institute is an independent organisation uncovering the employee offerings of significant employers around the world and measuring them against the international standard. As such, only the world’s leading employers are awarded Top Employers.



Diversity and equal opportunity The Group’s employment equity policies give all potential and existing employees equal opportunities in terms of recruitment, promotion, transfer, employee benefits, training and conditions of service.



Crucial to the Top Employers procedure is that participating companies must complete a stringent research process – the Top Employers Institute’s international HR Best Practices Survey – and meet the required high standard in order to achieve the certification. To further reinforce the validity of the process, all answers were independently audited, meaning this research has Employee equity statistics September 2013 – September 2014 Female African Occupational levels Top management Senior management Professionally qualified Skilled technically Semi-skilled Unskilled Total permanent Temporary employees Grand total



30



Coloured



Male Indian



White



African



Coloured



Foreign nationals Indian



White



Total



Male Female Male Female



2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014



2014 2013



2013 2014 2013



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



1



0



1



0



1



1



3



3



0



0



0



0



2



2



0



0



1



1



0



0



0



0



1



0



1



0



7



7



21



21



5



4



9



2



78



64



9



4



1



0



2



0



9



7



0



0



1



0



134



103



86 75 7



55 60 10



27 31 0



30 36 2



1 2 0



6 1 0



82 10 0



75 9 0



14 25 0



14 17 3



2 11 0



1 12 0



6 4 0



6 4 0



6 23 0



7 21 0



4 0 0



0 0 0



3 0 0



0 0 0



228 181 7



197 160 15



192



149



63



72



12



9



172



150



48



38



15



14



12



10



38



35



6



0



6



0



558



483



72



50



10



11



2



0



28



17



35



14



4



0



2



1



5



2



4



0



3



0



162



98



264



199



73



83



14



9



200



167



83



52



19



14



14



11



43



37



10



0



9



0



720



581
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Employees with disabilities Female African



Coloured



Male Indian



White



African



Coloured



Foreign nationals Indian



White



Male Female Male Female



Occupational levels 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 2013 2014 Top management Senior management Professionally qualified Skilled technically Semi-skilled Unskilled



Total



2014 2013



2013 2014 2013



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 1 0



0 1 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



0 0 0



Total permanent



0



0



0



0



0



0



0



0



1



1



0



0



0



0



0



0



0



0



0



0



0



0



Temporary employees



0



0



0



0



0



0



0



0



14



5



0



0



0



0



0



0



0



0



0



0



0



0



Grand total



0



0



0



0



0



0



0



0



15



6



0



0



0



0



0



0



0



0



0



0



0



0



Employee turnover Resignations – other position Redundancy



Deceased



Disciplinary action



Retirement



Normal termination



2014



1



8



1



17



29



0



2013



2



15



4



6



49



1



Percentage turnover based on total number of employees 2014



2013



2012



10.0%



16.2%



17.5%



Calculation method = number of departures divided by number of employees as at 31 December 2014 multiplied by 100. 



Hiring policy and talent management strategy The Company does not unfairly discriminate on any arbitrary ground against individuals or groups of people and supports the principle of developing and promoting employees from within where vacancies arise. If no suitably qualified candidates are available, vacancies are advertised externally.
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The Company seeks to reward employees for their personal contribution and hence incentive bonuses are given to deserving employees. A talent management strategy has been developed to manage high performers, talent pools, and poor performers.



Talent management objectives: ■■ Identify



and develop highpotential/performing employees ■■ Ensure identified talent is retained ■■ Develop and enrich human capital, continually considering both the employee and the organisation’s needs ■■ Create a common language about our people’s capability and potential to ensure consistent and focused skills building and career progression in Howden Africa
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Material issues continued



In addition, provision is made for employees’ post-retirement benefits through pension and provident funds. Provident funds are funded on an accumulation basis through employer and employee contributions, which were fixed when the funds were constituted in South Africa. The Group’s remuneration philosophy is based on ability and competence, and is market-related regardless of race or gender. For more information, please refer to the remuneration report on pages 61 to 63.



Collective bargaining and industrial relations Howden has established an industrial relations forum which comprises management and shop stewards and which meets regularly to discuss matters of concern. The Group human resources director is responsible for monitoring and managing employee relations. Howden pays fair wages and treats its employees with respect. For decades, Howden has benefited from industrial relations policies aimed at making the workplace a safe and enjoyable experience. Openness in addressing issues is encouraged and the Group’s grievance and disciplinary procedures are used when needed.
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The metal and engineering industry endured a four-week strike during July 2014. Number of lost days due to strike action



0



3 009*



* Calculated by multiplying the number of employees on strike by the number of strike days (20).



80 70



Financial impact of the strike



60



The loss on revenue is estimated at R30 million with estimated operating loss of R10 million.



50 40 30



A three-year agreement was reached with all the industry’s trade unions. The agreement guarantees industrial peace and stability for all member companies until June 2017. As a result of the above agreement reached we do not anticipate any industrial action for 2015.



20 10 0



2013



2014



4



4



58



63



Collective bargaining statistics 67



Howden offers market-related benefits. These include leave, annual performance bonuses, medical aid, maternity/paternity leave, bursaries for children of employees, disability cover, life assurance, and other benefits required in terms of legislative or collective bargaining agreements.



Employee representatives and shop stewards have monthly meetings with management to talk openly about Company matters, while feedback forums for wages staff complete the communication cycle.



68



Employee benefits and remuneration



NUMSA



UASA



Number of employed members 2013



Solidarity Number of employed members 2014



All employees have the right to freedom of association and are accordingly entitled to belong to a union.



Total hours worked – all sites 



Percentage unionised based on total number of employees



Includes all Howden employees and contractors.



2014 %



2013 %



22



26



Of the employees entitled to belong to the bargaining unit of their respective trade unions only 52% have exercised their right to do so.



2014



2013



4 197 298



4 030 054



Total number of lost days due to absenteeism 2014 Sick leave



2 723



Compassionate leave Annual leave



237 8 406
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Development and training



In 2012, 170 employees completed face-to-face anti-bribery and corruption training. In 2013, the online anti-bribery and corruption training was refreshed and relaunched. As employees join the Group, they are invited to complete this training. To date, 333 employees had been invited to complete the online training, with 302 finishing the course.



Training Howden has a long-standing commitment to the continual training and development of its employees. This is key to its long-term strategy to invest in critical skills needed now and in the future. Money spent on developing employees* 2014



2013



R11 442 219



R9 337 000



Average training hours per employee per year 2014 actual



2015 target



88



79



80



2013



376



344



Fraud, anti-bribery and corruption, and competition law training A major part of reputation management is ensuring all management and employees in areas involving sales, procurement and suppliers, and customer service are adequately trained and educated in the principles of anti-bribery and corruption, as well as competition law.



5 9 4



Apprentices Another successful initiative is the apprenticeship programme, which addresses sectoral skills in conjunction with Merseta (the industry body for training and education). The Group took on 12 candidates in March 2014 (2014 target: 12; 2013 actual: 8). The total of apprentices for 2014 is 52 (2013: 30). Apprentice count and turnover The number of apprentices in 2014 and 2013 is illustrated below, indicating the different trades, apprentices per division and tenure.



Boiler makers



Howden fan Howden Howden equip- Howden ment Donkin Power Projects
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Three of the nine engineers sent to the academy in 2014 were categorised as historically disadvantaged people. The Group intends to send another four engineers to the academy in 2015.



In the second half of 2014 the Group hosted face-to-face competition law training targeted at customer facing employees. 60 employees participated in the training.



Fitters and turners



Business unit



Number planned for 2014 Number sent in 2014 Number planned for 2015



Online Sarbanes Oxley 404 training was rolled out in 2014 in an effort to increase employee awareness of internal financial controls and to ensure that all employees understand the rationale and importance of complying with internal financial controls in order to mitigate/prevent fraud. To date, 325 employees were invited to complete the online training, with 320 successfully finishing the course.



Total number of employees trained 2014



Number sent to academy to date



Online code of conduct training was rolled out in early 2013. Employees have been invited to complete the training. To date, 296 (as at March 2013 : 251) employees have successfully completed this training. This includes details on the Group’s expected conduct from its employees in terms of anti-competitive legislation, health and safety matters and conflicts of interest.



* Includes skills and enterprise development costs.



2014 target



Howden Academy Flagship programmes include Howden Academy, based in Renfrew, Scotland, and affiliated with Glasgow Caledonian University. The programme is earmarked for new engineers and has been a resounding success.



Welders



Howden fan Howden equip- Howden ment Donkin Total Howden Projects



Howden fan Howden Howden equip- Howden ment Donkin Total Power Projects



Total



Grand total



31 December 2014 Apprentices



17



2



9



0



28



3



0



5



0



8



9



0



7



0



16



52



31 December 2013 Apprentices



10



0



5



0



15



3



0



4



0



7



3



0



5



0



8



30
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Material issues continued Mature workers to artisan training Many mature workers do not have trade qualifications. Howden therefore sponsors a 24 to 28-week full-time theoretical training course for mature non-Howden sub-contract workers with substantial practical boilermaking and welding experience. To date, 46 (2014: 1; 2013: 16) have successfully completed the training. Successful participants receive a section 28 artisan certification. Howden Africa mature worker training to artisan (section 28 statistics) 2009 to 2014



Trade test date



Certified



Still in training



Total intake per year



2009 2010 2011 2012 2013 2014



7 9 11 2 16 1



13 9 31



7 9 11 15 25 32



Total



46



53



99



Disabled learners The Booysens office was upgraded to cater for special needs, particularly people with disabilities, in 2012. 2013 target intake 2013 actual intake 2014 target intake 2014 actual intake 2015 target intake



8 8 8 7 8



Howden Africa disabled learner statistics: 2012 to 2014



Engagement date



Learnership/qualification



2012 2013 2013 2013 2013 2014 2014 2014 2014



Business administration Business administration Business administration Bookkeeping Office administration Business administration Business administration Office administration Bookkeeping
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National Qualification Framework (NQF) level NQF 3 NQF 4 NQF 3 NQF 3 NQF 5 NQF 3 NQF 4 NQF 5 NQF 3



Number of Resignations/ students dismissals 5 4 1 1 2 4 5 2 1



1 0 0 0 0 1 1 1 0



Still in training



Total intake per year



0 4 1 1 1 3 4 1 1



5 4 1 1 2 4 5 2 1
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Bursary students Howden believes education is key to ensuring a better future for all South Africans. In 2014: R587 220 (2013: R398 730; 2012: R451 320) was spent on bursaries for primary and high school learners. Management Development Programme (DME) Programmes are in place to enhance certain skills from junior to senior management level. These aim to improve customer service skills as well as interpersonal skills, which we believe contribute to the overall effectiveness of the Group. The first Developing Management Excellence (DME) programme took place in 2010 with managing directors from all Group companies participating. Further DME courses were held in 2011, 2012 and 2013 for junior and senior managers. DME statistics Total number of employees who have completed the DME training since commencement of the programme in 2010 to date Number in 2013 Number in 2014 2015 target



The DME programme rolled out during 2010 to 2013 has been redesigned to better suit the Howden business and will be implemented in the near future. Human resource development At the core of Howden’s people management strategies is human resource development. A concerted effort has been made in recent years to establish learning and development as part of a long-term strategy (three to five-year plan). Howden aims to develop and train employees to achieve strategic business objectives while promoting a culture of learning for career progression. Howden rewards employees and teams for high performance. In 2010, we launched the Engineering Career Ladder (ECL), a significant learning programme to develop Howden engineers, and provide engineers with transparent frameworks and guidance for career development and progression across all Howden companies. Our vision is to improve the recruitment, development and retention of engineering staff in technical roles that are critical to Howden’s growth.



52 14 0 0
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Total number of engineers employed Number of engineers on ECL currently How many started in 2014



A high-performance culture is encouraged and all salaried associates are on the Company’s performance management system. Regular feedback is provided to staff throughout the year and those meeting or exceeding objectives are recognised through incentives or bonuses. All salaried associates have job descriptions in line with the total rewards programme. Non-salaried associates are unionised. Wages as well as terms and conditions of employment are achieved through collective negotiation. Howden remains committed to the upliftment and recruitment of historically disadvantaged South Africans (HDSAs), in line with its broader transformation objective. While there has been substantial progress in making appointments from the HD community at managerial level, this remains a challenge, especially given the scarcity of skills and difficulty of attracting women to this industry. Senior management representation is also a challenge, and this is being addressed through the talent management strategy.



59 54 14
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Material issues continued Health, safety, quality and environment review Health To optimise the health of our people, we have a focused programme in place, with targets and progress set out below. Strategy



2014 target



2014 result



2015 target



To maintain hearing-loss prevention programme



No hearing loss and other occupational diseases during 2014



No cases recorded/reported in 2014



No occupational diseases during 2015



Promote HIV awareness and encourage people to know their status



Conduct annual HIV awareness day and test



Annual testing completed in October 2014 and the World Aids Day held in December 2014



Conduct annual wellness day and test



Medical fitness tests



All associates (old and new) to undergo annual medical fitness test



430 associates (80.1%) underwent medical fitness tests by end of December 2014



All associates either old or new to undergo annual medical fitness test



Prevent the spread of the common cold and influenza



Vaccinate all associates for the autumn period



167 associates vaccinated (31.1% of target)



Vaccinate all associates for the autumn period



Howden provides quality healthcare to all associates through Companymanaged facilities, third-party service providers and medical aid contributions. Howden’s two medical centres, in Johannesburg and Port Elizabeth, provide an effective range of medical support services during working hours, including occupational and primary healthcare to onsite employees. The company facilitates 24-hour access to casualty departments at nominated hospitals. Noise Howden endeavours at all times to limit and lower noise to tolerable levels by installing appropriate equipment and providing advanced hearing-protection devices. Product design, welding



methods and welding preparation processes have been adapted to reduce grinding noise. This is an ongoing programme initiated some years ago. The use of paper grinding discs and discontinuation of gouging rods and cutting torches have reduced grinding noise by 21%. Special hearing-protection equipment issued to employees for the past four years aims to eliminate hearing-loss cases. To date, 157 devices have been distributed. In addition to this, moulded ear plugs have been issued to all associates. Hearing-loss cases 2014



2013



2012



0



1



1



There were no hearing-loss case identified in 2014. Fortunately, the hearing loss suffered by the employee in 2013 is considered reversible over time. Our target is to maintain a zero hearing loss level in 2015. General wellness and HIV/Aids Some years ago, we initiated a wellness programme that includes an annual wellness day. Held at our Port Elizabeth and Johannesburg facilities respectively, this event encourages employees to voluntarily be tested for chronic illnesses such as cholesterol, diabetes, blood pressure and BMI (body mass index). This year, 318 staff members (2013: 297; 2012: 324) were screened for chronic illness with encouraging results.



Donkin and Booysens Tests conducted



2014



2013



2012



Cholesterol Body mass index Blood glucose Blood pressure HIV



318 318 318 318 237



297 297 297 297 232



324 324 324 324 231
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Donkin Wellness and HIV/Aids Number of staff screened Number of staff electing voluntary counselling and testing Percentage of staff electing to know their status (%)



Booysens



2014



2013



2012



2014



2013



2012



84



45



85



234



252



239



50



45



52



187



187



179



60



56



61



79



74



75



Donkin



Booysens



2014



2013



2012



2014



2013



2012



0 – BMI 1 – Cholesterol 2 – Hypertension 3 – Heart 4 – HIV high risk



37 31 22 4 2



37 36 48 1 2



31 28 17 8 1



95 79 51 10 19



71 49 41 8 0



98 93 40 7 1



Total



96



124



85



254



169



239



Number of alerts



98



102



90



184



193



198



Number of conditions



The wellness programme is further supported by a patient management programme operated by a specialist third party. This covers HIV/Aids awareness and education and is focused on helping Howden employees access antiretroviral treatment through government facilities. While HIV is not classified as an occupational illness, it is a priority for us given the impact it has on the Company, our employees and their communities. Howden Africa recognises that the HIV/Aids pandemic will affect every workplace, with prolonged staff illness, absenteeism, and death impacting productivity, employee benefits, occupational health and safety, production costs and workplace morale. An HIV/Aids policy is in place in order to: ■■ Try and eliminate unfair discrimination in the workplace based on HIV status ■■ Promote a non-discriminatory workplace in which people living with HIV/Aids are able to be open about their HIV status without fear of stigma or rejection
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■■ Promote



appropriate and effective ways of managing HIV in the workplace ■■ Protection of human rights and dignity of people living with HIV/Aids The said policy deals with: (a) The promotion of a nondiscriminatory work environment (b) The promotion of a safe workplace (c) Grievance procedures (d) HIV testing, confidentiality and disclosure Howden Africa will not require any employee, or applicant for employment, to undertake an HIV test in order to ascertain that employee’s HIV status. An employee is not legally required to disclose his or her HIV status to Howden Africa or to any other employees. Where an employee chooses to voluntarily disclose his or her HIV status to Howden Africa or to other employees, this information may not be disclosed to others without the employee’s express consent (preferably in writing).



We participate in the annual World Aids Awareness Day in December to maintain awareness levels. While more intensive focus will be placed on tackling chronic illnesses, a concerted effort will also be made to assist employees who are well to maintain their good health. This will include advice, counselling and ongoing educational and marketing material such as newsletters, posters and emails. Employees are encouraged to have an annual medical fitness test to monitor general health. Number of employees participating in annual medical fitness test to monitor general health (all sites) 2014



2013



430



381



Number of employees who received flu vaccinations at no charge (all sites) 2014



2013



167



90
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Material issues continued The “Ask Nelson” employee assistance wellness programme, run by an external service provider and introduced in 2009, is aimed at helping employees and their immediate family members better deal with emotional distress. It offers employees counselling, advice and guidance on social and financial issues. Safety Responsibility for safety performance vests with general management. Managers in each Howden business unit are primarily responsible for: ■■ Complying with local regulatory requirements ■■ Following Howden policies and procedures ■■ Assessing and managing operational risks ■■ Implementing management systems and driving continuous improvement Progress Three years ago, Howden Global introduced a system of cross audits between divisions worldwide. Our results in the November 2011 audit were not satisfactory. We initiated a vigorous programme of rectifications, resulting in substantial improvements in 2012 and 2013’s cross audits. Unfortunately the 2014 audit did not take place due to unforeseen circumstances. Despite the lack of a cross audit we continue to improve our performance by: ■■ The involvement of employees ■■ Implementation and monitoring of an EHS plan to establish objectives and targets, and developing programmes ■■ The provision of and enforcement of the use of personal protective equipment (PPE) ■■ Simplification of our risk methodology ■■ Working towards having an integrated EHS Management System for all Howden sites ■■ Carrying out safety awareness training ■■ Sponsoring monthly housekeeping competitions in order to promote safety awareness and compliance
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Targets and results 2014 targets



2014 results



2015 targets



Zero lost-time injuries (LTIs)



Three (3) LTIs recorded/ reported



Zero lost-time injuries



Maintained ISo 14001 and OHSAS 18001 certificates



ISO 14001 and OHSAS 18001 certificate maintained



Howden Middelburg site to be under the umbrella certificate



Howden africa to achieve three million lost-time accident-free hours



ISO 14001 and OHSAS 18001 certificate maintained



Howden Africa to achieve three million lost-time accident-free hours



In the last five years, we have significantly improved and maintained the level of Howden’s health and safety performance. A focused internal team upgraded health, safety and related systems to comply with the National Occupational Health and Safety Association (NOSA) and OHSAS 18001 standards. The main site at Booysens achieved OHSAS 18001 certification for the first time in 2008, followed by ISO 14001 certification and NOSA five-star grading in 2009. The Donkin factory in Port Elizabeth achieved similar results in 2009, and Middelburg site service division in 2010. Howden’s cardinal safety rules ■■ The use of lifting equipment by untrained people, or sub-standard lifting, is strictly prohibited ■■ No person is allowed onsite if under the influence of alcohol or drugs ■■ No person is permitted to operate any machinery, equipment or tools without the specified safety guards in place ■■ Working at heights without the appropriate training or correct equipment is not allowed under any circumstances



Safety statistics 2014



2013



Hours 4 197 298 4 030 054 Total recordable injury frequency rate 0.18 0.25 Fatal injury frequency rate 0.0 0.0 Fatalities 0 0 Disabling injury frequency rate 0.18 0.25 Lost-time injury frequency rate 0.18 0.25 Lost-time injuries 3 5 Medicals 30 65 First aid 28 46 Near misses 322 710



Lost-time injuries decreased from five to three in 2014. All incidents were methodically examined for root cause and effect, and scientifically addressed to prevent recurrence. We are confident that corrective actions put in place will have a positive effect in 2014. This focus on health and safety has ensured that there have been no fatalities.
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Safety on customer sites In addition to Howden’s safety practices, we have made great strides over the last four years towards a safer work environment on customers’ sites. We work hand-in-hand with customers and contractors to continuously improve procedures in performing standard maintenance and breakdown work on power stations and mines.



What we have learned from our ongoing management of quality is that to maintain a sustainable business, we have to constantly improve the status quo. There are several annual awards to be won for exceptional quality performance – for individuals, teams and suppliers. Quality management is one of our fundamental practices and will remain a top priority to combat substitution with cheaper, inferior imports.



successfully assessed against the provisions of ISO 14001.



Progress The challenges we face as a business are universal and, despite these, the Company has maintained high levels of compliance to customer requirements.



Manufacturing materials Howden manufactures products largely made of steel and derivatives. Steel is bought in as a raw material and processed to form end-products for sale to customers. The lifecycle of most of our products exceeds 30 years, during which time they receive continuous care to maintain designed efficiencies. At the end of its lifecycle, a product would typically be available for recycling. Although we do not practice “cradle-to-grave” follow through to ensure recycling, it is common practice in the engineering industry to sell scrap metal, both for storage logistics and cost recovery.



The Company has proactively identified opportunities to contribute to the environmental programmes of customers and end-users by applying its diverse range of technology solutions, particularly in air pollution control. For more details, refer to case studies on pages 18 and 46.



Quality management Howden’s approach Since the launch of ISO 9001 in 1987, all Howden business units have retained this certification. We have adopted the principle of total quality management, which includes domains such as sales and marketing, concept and detail design, planning, purchasing, production, customer service, safety, people and asset management. Customer service excellence was formally incorporated into our operating systems more than a decade ago. This is entrenched in the Group’s disciplinary code and promotes business success. By listening to our customers, we are able to tailor our products to their needs while continuously enhancing the quality and standards of all outputs. Each Howden business unit has its own internal measures of customer satisfaction, ranging from quantifying numbers of customer complaints to formal face-to-face discussions and online surveys. Quality compliance is measured continuously in business units by internal non-conformance reporting and customer feedback. By sharing information and benchmarking successes in the Group, we are able to execute both breakthrough and continuous improvement programmes across all business units. In living by our core values of high standards and customer service excellence, we strive to improve on levels of performance, making Howden a better place, fostering a culture of mutual respect among staff, customers and all stakeholders.



Howden  I  Integrated annual report 2014



In 2014, the Group focused on implementing ISO 3834 (quality standards for fusion welding of metallic materials). The Howden Power business unit successfully completed the ISO 3834 audit process in January 2015. The Howden Fan Equipment business unit has successfully migrated from the DQS Quality Management System to the SABS Quality Management System.



Environmental review Approach In selecting performance indicators for environmental impact, Howden has considered government guidelines and global concerns on climate change. As a result, the Group has selected the reduction of direct and indirect energy use and improved recycling practices as the most relevant performance indicators for our business: ■■ Secondary environmental contributions: proactive efforts to reduce use of non-renewable resources ■■ Primary environmental contributions: deploying products and process systems that support our customers’ efforts to reduce carbon footprints and air pollution Formal environmental programmes In 2014, the Booysens site, the Howden Power Services Middelburg office and Port Elizabeth site were again



Waste management Since 2009, we have used a specialist external service provider to assist in measuring and managing waste through a separation-at-source policy. Separate waste containers were placed in offices, workshops and yard areas, enabling employees to choose the method of disposal responsibly. This has substantially improved the level of awareness among staff and enabled us to quantify the amounts of waste generated per defined category. In 2011, the Group started measuring waste volumes on all sites and setting targets to reduce waste and increase recycling potential. Below are some examples of projects at the Booysens site. Steel With steel being the dominant material of product construction, the Group has refined the classification of scrap steel grades. This eases the task of scrap steel collectors. Steel use is affected by product design, manufacturing process
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Material issues continued and procurement policies. Repair work requires less raw steel than new builds. This complicates analysis of volume trends somewhat when interpreting the statistics of steel use. However, despite these circumstantial constraints, the Group initiated several improvement projects aimed at reducing steel use and maximising recycled portions.



certificates are kept on record. Going forward the Group intends recycling fibreglass waste. The fibreglass will be used in bricks by a brick manufacturing company.



All scrap steel is sold to a responsible company for recycling.



Shot blast grit Cleaning painted surfaces to be repainted is done by spraying small metal grids at high speed onto the surface. Since it is then contaminated with paint residue, it is classified as hazardous waste.



Weight of light scrap steel removed for recycling (tonnes):



Shot blast grit removed from site (tonnes):



2014



2013



2014



2013



200



260



10.96



13.02



The decrease in lightweight steel in 2014 is as a result of improved planning and cutting. Weight of heavy steel removed for recycling (tonnes): 2014



2013



113



111



The slight increase in heavy weight steel is attributable to an increase in production requirements. We aim to reduce steel wastage by 2.5% in 2015. Fibreglass The manufacturing process is optimal in terms of waste percentages, but the sheer volume of production causes substantial waste of this nonbiodegradable material. The Group achieved a 5% reduction in fibreglass waste. Fibreglass removed from site (tonnes): 2014



2013



13



18



All fibreglass has been disposed of at the Platkop landfill site. Safe disposal 40



Shot blast grit is taken to landfill sites despite intense efforts to find innovative applications for used shot blast grit. This remains under investigation. Waste Medical waste removed from site (kg): 2014



2013



63.63



64.9



Total hazardous waste (tonnes): 2014



2013



7.64



5.59



The increase in hazardous waste was attributable to the increase in paint work carried out. Medical and other hazardous waste is removed by specialised service providers for incineration according to national standards. The Group aims to reduce general waste by 2.5%. Non-hazardous waste Non-hazardous waste removed from site (tonnes): 2014



2013



40.12



53.94



The decrease in non-hazardous waste was attributable to better waste separation and control. Total volume of recycled waste (tonnes): 2014



2013



8.95



10.26



Oil spills are placed in every workshop and refilled regularly after use ■■ No vehicles are allowed on site if they have an oil leak ■■ A rubber mat is placed at every parking bay, and rubber mats are also issued by security personnel to all vehicles coming onto site ■■ Drip trays for certain machines have been installed and are monitored and managed by departmental supervisors ■■ Kits



No major oil spills were recorded in 2013. There were, however, 77 minor oil spills reported. Energy, water, gas and fuel management Following the successful reduction of electricity consumed in 2013, Howden Africa has engaged the Council for Scientific and Industrial Research (CSIR) to undertake Resource Efficiency and Cleaner Production (RECP) assessments on three of its manufacturing/process facilities with the aim of identifying possible solutions to further reduce their consumption of energy, water and waste management. The CSIR, on behalf of the Department of Trade and Industry (the dti), is running the NCPC-SA programme (the National Cleaner Production Centre South Africa) which is a national programme of government that promotes the implementation of resource efficiency and cleaner production methodologies to assist industry to lower costs through reduced energy, water and materials usage, and waste management.
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The CSIR will appoint and assign a RECP specialist to undertake the RECP assessment on its behalf and at NCPC-SA’s cost. Implementation of this programme commenced in the fourth quarter of 2014 and is expected to run until the third quarter of 2015. Electricity consumption (measured in kilowatt-hour) 2014



2013



2 421 390



3 094 014



Energy consumption is primarily in the form of electricity, mainly for the Group’s manufacturing operations. Electricity use varies substantially with production volumes, which makes comparative figures less meaningful. The Group aims to reduce electricity consumption by 2.5% in 2015. Water consumption (kℓ) 2014



2013



10 806



10 550



Unfortunately the initiative to conserve water by installing a rainwater harvesting system was not viable as the rainwater harvested could contain traces of mine dump dust which, over an extended period, could be very harmful.



Beginning of the trial
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We are consulting the CSIR in order to come up with an alternative to rainwater harvesting. The Group aims to reduce water consumption by 2.5% in 2015. Gas and fuel



2014



Total hours worked at Booysens Total potable cylinder gas consumed Total potable gas consumed per man hour Total bulk container gas consumed Total bulk container gas consumed per man hour Total bulk and portable gas consumed Total diesel/fuel consumed Total diesel/fuel consumed per man hour



The Group aims to reduce gas and fuel usage by 2.5% in 2015. Mine dump rehabilitation In 2012, permaculture experts planted experimental combinations of indigenous grasses and shrubs on the mine dump. This did not pay off as the mine dump was not rehabilitated despite repeated efforts to permanently resolve the problem of mine dump sand eroding into the Johannesburg stormwater system. After a number of attempts to stop soil erosion on the mine dump (adjacent to our premises and owned by JRA) has finally proven to be fruitful. The success was attained through using Vertiver



2013



969 083 1 036 971 13 316 kg 12 114 kg 0.014 kg 0.012 kg 84 782 kg 90 107 kg 0.087 kg 0.087 kg 0.101 kg 0.099 kg 9 393 litres 11 008 litres 0.010 litres 0.011 litres



grass. This low-cost plant has a deep, massive fibrous root system that can reach down to three metres in the first year. Closely planted slips of this grass withstand inundation, and effectively reduce rainwater flow velocities, forming excellent filters that prevent soil loss, landslides and unstable slopes. Emissions Particulate matter and toxic fumes released from manufacturing operations are limited. No dust-related complaints from communities have been received. Welding fumes at source are extracted through filter units. These systems comply with international industrial health standards.



A few months into the trial
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Material issues continued Carbon emissions 2014



Fuel



Kg of CO2 per unit of consumption



Estimate



Actual usage



Unit



Kg of CO2



CO2 tonnes



Petrol fuel



2.39 kg of CO2



Average car consumption 12.5 litre/ 100 km



658 916



Km



1 574 809.24



1 574.81



Diesel fuel



2.7 kg of CO2



Average car consumption 12.5 litre/ 100 km



470 49



Km



1 270 323.00



1 270.32



2.666 kg of CO2 per kg



230 826



Kg



615 382.12



615.38



1.7 kg per litre



20 041



Litre



34 069.70



34.07



Electricity



0.99 kg per Kwh



2 421 390



KwH



2 397 176.10



2 397.18



Air travel



Airlines and travel agent supplied CO2 tonnes per flight for 2013



352 357.88



352.36



Shipping



0.01 per tonne per km



0.00



0.00



6 244 118.04



6 244.12



Natural gas



LPG



Total
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Emission guide



Supportive evaluation



Australian Government – Department of the Environment (Estimated Greenhouse Gas Emission on 06/01/2014 www.environmetal.gov.au/settlements/ transport/fuel guide/environmental)



1 litre of petrol weighs 750 grammes. Petrol consists of 87% carbon, or 652 grammes of carbon per litre of petrol. In order to combust this carbon to CO2, 1 740 grammes of oxygen is needed. The sum is then 652 + 1 740 = 2 392 grammes of CO2/litre of petrol. (06/01/2014 www.ecoscore.be/en/how-calculate-co2-consumption)



Australian Government – Department of the Environment (Estimated Greenhouse Gas Emission on 06/01/2014 www.environmetal.gov.au/settlements/ transport/fuel guide/environmental)



1 litre of diesel weighs 835 grammes. Diesel consists of 86.2% carbon, or 720 grammes of carbon per litre diesel. In order to combust this carbon to CO2, 1 920 grammes of oxygen is needed. The sum is then 720 + 1 920 = 2 640 grammes of CO2/litre diesel. (06/01/2014 www.ecoscore.be/en/how-calculate-co2-consumption)



Conversion Factors by Defra/DECC in 2013. www.carbontrust.com. +44 (0)20 7170 7000



Low-calorific: 1 kg of L-gas consists 61.4% carbon, or 614 grammes of carbon per kg of L-gas. In order to combust this carbon to CO2, 1 638 grammes of oxygen is needed. The sum is then 614 + 1 638 = 2 252 grammes of CO2/kg of L-gas. High-calorific: 1 kg of H-gas consists of 72.7% carbon, or 727 grammes of carbon per kg of H-gas. In order to combust this carbon to CO2, 1 939 grammes of oxygen is needed. The sum is then 727 + 1 939 = 2 666 grammes of CO2/kg of H-gas. (06/01/2014 www.ecoscore.be/en/how-calculate-co2-consumption)



Australian Government – Department of the Environment (Estimated Greenhouse Gas Emission on 06/01/2014 www.environmetal.gov.au/settlements/ transport/fuel guide/environmental)



1 litre of LPG weighs 550 grammes. LPG consists of 82.5% carbon, or 454 grammes of carbon per litre of LPG. In order to combust this carbon to CO2, 1 211 grammes of oxygen is needed. The sum is then 454 + 1 211 = 1 665 grammes of CO2/litre of LPG. (06/01/2014 www.ecoscore.be/en/how-calculate-co2-consumption)



Eskom Factor Report 2012. Environmental Footprint: 0.99 Kg of CO2/kwh electric generated according to Eskom latest calculations. www.carbontrust.com. +44 (0)20 7170 7000



Eskom announces unchanged electricity emission factor for 2012 – by Urban Earth, Eskom Integrated Report 2012. The energy conversation factors used are quoted as kilograms carbon divide equivalent (kgCO2e) per unit of fuel. Source Carbon trust – Defra/Decc, US EPA. www.carbontrust.com. +44 (0)20 7170 7000 Financialresults.co.za/2012/Eskom. One tonne CO2 emissions occupies 556 m3 of space at 25 degrees Celsius. (https://www.capetown.gov.za) Formula for a given round trip (round trip miles x emissions factor x radiative forcing index factor x passenger occupancy rate divided by 2.205 lb per tonne = tonnes per round trip. DEFRA (July 2011 Greenhouse Gas Conversation Factors). www.carbontrust.com. +44 (0)20 7170 7000



Conversion Factors by Defra/DECC in 2013. www.carbontrust.com. +44 (0)20 7170 7000
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Shipping emits 10 kilograms of CO2 into the atmosphere per kilometre. www.carbontrust.com. +44 (0)20 7170 7000
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Material issues continued Transformation and society Economic transformation and empowerment Howden is fully committed to economic transformation and empowerment. In 2014 we were certified as a level 3 contributor in terms of the dti codes of good practice scorecard. 2014



2013



Level 3 (79.56 points)



Level 4 (72.35 points)



The Group is recognised as a valueadding supplier. The Group is committed to further continuous B-BBEE transformation and is actively considering options and plans for transition to the new dti B-BBEE codes of good practice. The Company will be verified under the old dti codes of good practice scorecard in the first quarter of 2015 and this verification will remain valid until early 2016. From the 2016 verification the Company will be verified using the new amended dti codes of good practice scorecard. Strategy to comply with the new codes The new codes are more stringent and the Company is implementing various initiatives to ensure we continue to achieve our transformation targets. The Company has appointed an experienced consultant who is advising management on our transformation strategy. Key areas of focus Management and control 2014 %



2013 %



92.5



88.3



Howden has achieved a 92.5% compliance rating against this element of the code and aims to improve this in future by people recruited inside and outside the Company. Howden successfully identifies, appoints, 44



mentors and trains talented individuals for top management positions. Employment equity 2014 %



2013 %



50.4



38.3



Although steady progress has been made in appointing HDSAs into nontechnical positions, the skills crisis in the engineering sector presents challenges in improving this rating materially in the short term. This is compounded by the fact that engineering has not traditionally attracted skilled females into the sector. Every effort is made to accommodate disabled people in productive employment activities. The organisation continues to recruit, train and develop on merit of performance the demographic population representation in employment equity. Yearly and longer-term targets are set and actions implemented.



Despite falling slightly on the 2013 performance the business continues to invest heavily on skills development as indicated by its 84.5% score in 2014. Please refer to our employee review on pages 29 to 35 for more details. Preferential procurement Howden places great importance on procuring from B-BBEE accredited suppliers. Supply chain managers are appraised on their consistent purchasing levels from empowered companies to ensure Howden promotes and stimulates small businesses. The Group continues to exert pressure on its suppliers to improve their own B-BBEE credentials. This resulted in positive outcomes, with the Group achieving a 100% rating on this element of the code for the past four consecutive years. Preferential procurement spend 2014



2013



R692 million



R559 million



Number of B-BBEE certified vendors – number and percentage



Percentage of employees who are previously disadvantaged South Africans* 2014 %



2013 %



63



64



* Number calculated as at 31 December not directly linked to dti code of good practice scorecard.



Please refer to our employee review on pages 29 to 35 for more details. Skills development Candidates, including women, are recruited annually for in-house Mersetaapproved apprenticeships. Engineers are given the opportunity to develop as professionals at the Howden Global Academy in Glasgow. Skills development score 2014 %



2013 %



84.7



87.2



2014 %



2013 %



411 (48.2)



388 (46.4)



Socio-economic development (SED) and enterprise development (ED) Initiatives in recent years have resulted in a 100% rating being maintained against this element of the code. We intend to continue with positive developments beyond the set requirements. We are justifiably proud of our enterprise development success where we establish independent suppliers to our Company. We provide these companies with training and contracts for their long-term sustainability, and make advance payments on products and services they render to assist them with cash flow.
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Corporate social investment



SED and ED spend (excluding advance payments made) 2014



2013



64% SED; 100% ED



100% for both SED and ED



The Howden corporate social investment (CSI) programme is continually reviewed and adapted to keep pace with the evolving business environment and changing needs of the communities the Company serves.



Rand spend for 2014 at 31 December was R5.1 million (2013: R5 million).



Upliftment of disadvantaged communities, education and technical skills training for future growth and development are the cornerstone of the Company programme, with support channelled to sustainable projects that address a social need and ultimately offer a better quality of life to beneficiaries.



Total CSI/SED spend



The above CSI/SED spend includes, among others, the following:



2014** R1 502 819



2013* R1 413 643



* R  estated 2013 number to actual number following verification. ** The 2014 disclosed figure is an estimate as at 31 December 2014 and is due for BEE verification in March 2015.



Looking to the future, Howden offers bursaries to the children of staff for studies in selected disciplines. We also support the health of our people through a comprehensive wellness programme and an occupational health clinic. Please refer to our health review on pages 36 to 37 for more detail. Beyond the confines of our company we contribute to society through a corporate social investment programme focused on the education of the underprivileged and help for the destitute. Type of SED/CSI spend Spend on education Spend on health including HIV/Aids Spend on basic needs and social development Spend on enterprise development



Organisation name Cotlands St Mary’s Orphanage Girls and Boys Town United Cerebral Palsy Miracles For Today Foundation Hope School Indawo Yosizo Junior Achievement Legae La Nnete Living Through Learning Reach For Life No Regrets Womens Hope Education and Training KFC Ironman 4 The Kidz South Africa Catholic Institution of Education



Total ad hoc donations 2014



2013



R55 000



R50 000



Update on previous year’s flagship projects 2014 R461 186 R544 045



R497 587



R497 587
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Mount Pleasant Primary School An amount of R100 000 contributed, and has been utilised as follows: (a)  One classroom assistant: ■■ Tuition fee – R7 250 ■■ Remuneration – R37 193 (b)  Two student teachers: ■■ Tuition fee – R20 000 ■■ Remuneration – R36 000 We hope to continue supporting Mount Pleasant Primary School with a contribution of R100 000.



2014



2013



R43 783 R50 203 R43 783 R33 859 R5 000 R5 000 R5 000 R5 000 R5 000 R5 000 R5 000 R5 000 R10 000 R5 000



R41 698 R41 698 R47 813 R32 246 – – – – – – – – – –



Kwazamokuhle Secondary School We sponsored a Maths and Science intervention in the form of a mobile laboratory to the value of R280 000 in 2013/2014. Eight learners from the 2014 Grade 12 class have been pre-selected for Howden tertiary bursary sponsorship. On receipt of their admission letters to acceptable programmes the CSI Committee will award deserving learners with study bursaries for the year 2015.



2014/2015 flagship projects A joint project was undertaken with Styldrift Mine in Rustenburg. Initial engagement was to identify the beneficiaries and project. This was completed in November 2014. The project will be executed during 2015. An amount of R116 000 has been planned to be utilised on the project.
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Case study



Coal Mine Ventilation South Africa Revolving Around You



TM



One of the ventilation stations at a mine, Witbank coalfield, in South Africa, was experiencing repeated impeller failures in fans installed by a third party. Howden engineers were invited to investigate and propose a remedy. The challenge One of the mine’s main ventilation stations uses three 4.5 m centrifugal fans in a trifurcated arrangement, with variable speed drive; two fans running and one on standby at any one time. The fans were installed between 2008 and 2010 by a South African fan supplier company; a Howden competitor. However, between the time of commissioning and early 2012, seven impeller failures occurred in the new fans. The owners invited Howden Fan Equipment to carry out a preliminary site investigation, and subsequently commissioned us to follow this up with a full surface fan design review. The solution Our full review included: ■  Vibration analysis of the rotating assemblies ■ Finite element analysis of the rotating assemblies ■ Ground condition analysis ■  Civil design review ■  Hydrological analysis of water table conditions ■ Upcast shaft visual inspection



46



These investigations yielded some significant results. Most importantly, mechanical run-down testing demonstrated that the installed fans were running at twice the critical speed of the impeller. This dramatically reduced the expected life of the impeller, to as little as a few hours. However, we also found that the scantlings were below Howden specifications, and serious miscalculation at the civil engineering and construction stages meant that the fan bases were built higher than originally designed. At that height, they were not robust enough to absorb the vibrations from the fans, and this contributed to the shortened impeller life. In addition, the ground around the collar had not been properly compacted, allowing the collar to move slightly. Fortunately, a visual inspection of the upcast shaft showed no damage had yet been caused by the collar movement. Rather than suggesting a complete fan replacement, we replaced the entire rotating assemblies comprising the impeller, shaft, bearings and bearing bases with custom engineered Howden assemblies designed to take all the extraneous factors into account. After rectifying the problems with the fan bases by casting a concrete mass around them to increase stiffness, the new rotating assemblies were retrofitted into the existing casings. The client was pleased to not only have the problems identified and solved, but also to have the solution managed in the most cost-effective and least time-consuming way possible.
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Corporate governance The board and management of Howden Africa Holdings Limited are committed to the principles of openness, integrity and accountability as advocated in the King Report on Corporate Governance for South Africa – 2009 (King III). Howden also complies with all requirements for corporate governance as set out in the Listings Requirements of the JSE Limited, South Africa.



Companies Act, JSE Listings Requirements and the memorandum of incorporation, responsibility for managing the business of the Company vests in the Group Chief Executive Officer, Chief Financial Officer and directors of subsidiary companies (collectively the Executive Committee or Exco).



Group governance structure



Governance policies and practices which apply to Howden Africa Holdings Limited apply to all subsidiaries.



The board takes overall responsibility for the Group. Its role is to exercise leadership and sound judgement in directing the Group to achieve continued prosperity and to act in the best interests of all stakeholders. Subject to any limitations imposed by the



Howden Africa Holdings limited board



Remuneration, Nominations, Social and Ethics Committee



Audit and Risk Committee



Exco



Exco Risk Committee
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Governance Committee



Sustainability Committee
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Board of directors Composition The board comprises a balance of executive and non-executive directors, with a majority of non-executive directors: ■■ One non-executive chairman ■■ One lead independent non-executive director ■■ Two independent non-executive directors ■■ One non-executive director ■■ Two executive directors, the Chief Executive Officer (CEO) and Chief Financial Officer (CFO) The majority of non-executive directors are independent. Directors are classified as independent, non-executive or executive in accordance with the principles set out in both King III and JSE Listings Requirements. An independence assessment on all independent directors in line with King III was carried out by the lead independent director (LID). All assessed directors were confirmed as independent on 2 December 2014. There are no prescribed officers as defined by the Minister in terms of the Companies Act. Directorate changes Directors are appointed through a formal process. The Remuneration, Nomination, Social and Ethics Committee assists in identifying suitable candidates. New director appointments are submitted to the board as a whole for approval prior to appointment. The appointment of a new director is subject to confirmation by shareholders at the next annual general meeting. An induction programme is established for new directors. On appointment to the board, new directors visit the Group’s businesses and meet with senior management to facilitate their understanding of the Group structure and fiduciary responsibilities.
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All directors are, in terms of the memorandum of incorporation, subject to retirement by rotation and re-election by shareholders. The number of directors to retire must be at least one-third of the board. Professional development programmes are implemented as and when required. This ensures directors receive regular briefings on changes in risks, laws and the environment. Despite the provisions of any contract, the Company may by ordinary resolution remove any director from office and appoint another person in his/her stead. The Company will at all times comply with section 71 of the Companies Act, 2008, in this regard. Morongwe Malebye and Humphrey Mathe will retire by rotation, in terms of the Company’s memorandum of incorporation, and will stand for re-election by shareholders at the next annual general meeting (refer to page 65 for details on qualifications and experience). Kevin Johnson’s and Thomas Bärwald’s contracts expired and were extended until 30 April 2017 and 31 December 2015 respectively. Kevin Johnson and Thomas Bärwald will stand for reelection by shareholders at the next annual general meeting. Suleman Badat resigned as director with effect from 31 October 2014 in order to pursue another career opportunity. Mitesh Patel was appointed after the last annual general meeting which was held on 3 June 2014 and will stand for election by shareholders at the next annual general meeting. Chairman of the board In line with best practice, the roles of the Chairman and CEO are separated, and the CEO and CFO are members of the board.



Board members have reviewed the performance of the Chairman of the board and unanimously re-elected Ian Brander as Chairman for 2015. Ian Brander is a non-executive director who is able to carry out his duties and responsibilities independently despite the fact that he is not considered an independent director in terms of King III. The board believes this appointment is in the best interest of the Company as he brings technical, business and leadership knowledge gained in his 31-year career with Howden Global, and fully understands and appreciates the business strategy of the Company. In line with King III, Morongwe Malebye was re-elected as lead independent director on 17 March 2015. Board responsibilities The board charter details the responsibilities of the board and is reviewed and adopted by the board annually. In terms of its charter, the board is generally responsible for: ■■ Acting as a focal point for, and custodian of corporate governance ■■ Approving corporate strategy ■■ Monitoring and assessing performance ■■ Ensuring that strategy will result in sustainable outcomes ■■ Ensuring the Company is, and is seen to be, a responsible citizen ■■ Providing effective leadership on an ethical foundation ■■ Acting in the best interests of the Company The board gives strategic direction to the Group, retains full and effective control over the Group and monitors executive management in implementing plans and strategies. The executive directors have the overall responsibility for implementing the Group’s strategy. Non-executive directors complement the skills and experience of executive directors and bring independent judgement to the board’s deliberations and decisions through their knowledge and experience.
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Corporate governance continued All directors have unlimited access to the advice and services of the Company Secretary, who is responsible for ensuring that board procedures are followed. All directors are entitled to seek independent professional advice at the Group’s expense, concerning the affairs of the Group, after obtaining approval in line with the process set out in the board charter. To enable the board to properly discharge its responsibilities and duties, certain responsibilities have been delegated to board committees. Accountability The board meets at least quarterly. The board monitors management, ensuring that material matters are subject to board approval. The board is ultimately responsible for ensuring that the business is a going concern and, as such, effectively controls the Group, its management and is involved in all decisions that are material for this purpose. As noted, the board functions in terms of a charter which requires an appropriate balance of power and authority on the board. The CEO is responsible and accountable to the board for all Group operations. He has a formal role description (with limits of authority) from the board. To assist in discharging his responsibility, the CEO has eight key management personnel who form part of the Group Executive Management Committee (Exco). Refer to pages 64 to 67 for details of the executive management team.
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Board evaluation In the first quarter of 2015, the 2014 performance of the board was assessed internally by its Chairman with the assistance of the Company Secretary. The objective of this process was to: ■■ Determine how the board has performed ■■ Ascertain the effectiveness of the board ■■ Identify areas that might require attention as part of the board work plan for the coming year The assessment did not reveal any significant areas requiring immediate attention and concluded that the board had effectively discharged its responsibilities in terms of its charter. The performance of the board, board committees and individual directors will be assessed each year. The board intends instructing an external service provider to review the board, its committees and its individual non-executive director performance during 2015. Directors’ dealings Directors, officers and other selected employees are prohibited from dealing in securities for a designated period preceding the announcement of its financial results or in any other period considered sensitive. The Chairman, through the Company Secretary, approves all dealings by directors during open periods. The Group has developed a formal policy to govern this process.



There were no director dealings in 2014. Board agenda The board has established an annual work plan to ensure all relevant matters are covered by the agendas of meetings planned for the year. The number, timing, length of meetings, and agendas, are determined by the annual work plan. The Chairman may meet with the CEO, CFO and/or Company Secretary prior to a board meeting to discuss important issues and agree on the agenda. A detailed agenda, together with supporting documentation, is circulated at least one week prior to each meeting to members of the board and other invitees. This ensures all members are fully prepared for board meetings and able to provide appropriate and constructive input on matters for discussion. Minutes are circulated to the Chairman and members of the board for review. The minutes are formally approved by the board at its next scheduled meeting. Meetings for the coming year are scheduled at the last meeting of the prior year. Meetings in addition to those scheduled may be held at the instance of a board member. A representative quorum for meetings may be fixed by directors from time to time but is never less than two directors, one of whom must be a director of the holding company (Howden Group South Africa or James Howden & Godfrey Overseas Limited).
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Meetings Attendance Name and date of appointment and date of resignation/retirement IH Brander



4 March 2014



–  Appointed 26 July 2011



P



3 June 2 September 2 December 2014 2014 2014 P



P



P



J Brown



–  Appointed 3 March 2005



P



P



P



P



T Bärwald



–  Appointed 1 January 2009



P



P



P



P



M Malebye



–  Appointed 7 November 2007



P



P



P



P



S Badat



– Appointed 21 November 2011; resignation effective 31 October 2014



P



P



P



–



–  Appointed 1 March 2012



P



P



P



P



H Mathe



–  Appointed 1 July 2012



P



P



P



P



M Patel



–  Appointed 15 December 2014



–



–



–



–



K Johnson



P = present;  A = absent;  – = not required



Board committees The board has established two principal committees to assist it in discharging its responsibilities. The creation of board committees does not reduce the directors’ overall responsibilities and



therefore all committees must report and make recommendations to the board. Specific responsibilities have been formally delegated to the Audit and Risk, Remuneration, Nomination and Social and Ethics Committees.



Overview Committee



Composition



Audit and Risk Committee



M Patel (appointed 15 December 2014), M Malebye, H Mathe S Badat (resigned 31 October 2014)



4



M Malebye (Chair), J Brown, I Brander, S Badat (resigned 31 October 2014), H Mathe M Patel (appointed 15 December 2014)



4



Remuneration, Nomination, Social and Ethics Committee
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Scheduled



Main responsibilities Reviews the Group’s financial position and makes recommendations to the board on all financial matters, business risks, internal controls, compliance, sustainability strategies and related statutory duties as per the Companies Act. Assesses and approves the remuneration strategy for the Group’s short and long-term pay structures for executives. Assessment, recruitment and nomination of non-executive directors. Approves appointment of executive directors. Monitors the Group’s social and ethical policies and behaviour.



Audit and Risk Committee The Audit and Risk Committee is constituted as a committee of the board of Howden Africa Holdings Limited. The committee, in fulfilling its duties, may call on the chairmen of other board committees, any of the executive directors, officers or Company Secretary to provide information, subject to following a board-approved process. The committee has formal terms of reference which have been approved by the board. The committee consists of three independent non-executive directors, namely: ■■ Mitesh Patel – appointed 15 December 2014 ■■ Morongwe Malebye – appointed 7 November 2007 ■■ Humphrey Mathe – appointed 1 July 2012 Suleman Badat resigned from his responsibilities as director and chairman of this committee with effect from 31 October 2014. Mitesh Patel was appointed as chairperson on 17 March 2015. Refer to pages 64 to 65 for details of members’ qualifications and experience. 51
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Corporate governance continued The committee’s terms of reference charge it, inter alia, with the following responsibilities: ■■ Oversee integrated reporting ■■ Ensure a combined assurance model is applied to provide a coordinated approach to all assurance activities ■■ Oversee internal audit ■■ As an integral component of the risk management process, specifically oversee: •• financial reporting •• internal financial controls •• fraud risk as it relates to financial reporting •• IT risk as it relates to financial reporting ■■ Recommending the appointment of the external auditor and overseeing the external audit process



The Chairman of the board, CEO, CFO, Chief Audit Executive, external auditor, other board directors and other assurance providers (legal, compliance, risk, health and safety) attend meetings by invitation only.



assistance of the Company Secretary. The objective of the assessment was to: ■■ Determine how the committee has performed measured against its delegated authority, ie its terms of reference ■■ Ascertain the effectiveness of the committee ■■ Identify areas that might require attention as part of the committee work plan for the coming year



Both internal and external auditors have unrestricted access to this committee. In terms of the committee’s terms of reference, it is required to meet at least twice per year. During the year under review, four meetings were held.



The assessment did not reveal any significant areas requiring immediate attention and concluded that the committee had effectively discharged its responsibilities in terms of its terms of reference.



Committee evaluation In the first quarter of 2015, the committee was assessed internally by the Chairman of the board with the



Agenda Committee annual work plans, agendas and minutes are dealt with as outlined for the board on page 51. Meetings Attendance Name and date of appointment and date of resignation/retirement



4 March 2014



3 June 2 September 2 December 2014 2014 2014



S Badat



– Appointed 21 November 2011; resignation effective 31 October 2014



P



P



P



–



M Patel



–  Appointed 15 December 2014



–



–



–



–



M Malebye



–  Appointed 7 November 2007



P



A



P



P



H Mathe



–  Appointed 1 July 2012



P



P



P



P



P = present;  A = absent;  – = not required



The HAHL board members (not part of this committee), Chief Audit Executive as well as external audit representative are regular invitees and were present at all committee meetings in 2014. Remuneration, Nomination, Social and Ethics Committee (RNSEC) The role of RNSEC (formerly the Remuneration Committee) has grown significantly since its formation. Its role was expanded to include the responsibilities of a nomination committee in the first quarter of 2011, and again in the last quarter of that year to include the responsibilities of a social and ethics committee. It is constituted as a committee of the board of directors of Howden Africa Holdings Limited. The duties and responsibilities of members of the committee are in addition to those as members of the board. The committee has formal terms of reference which have been approved and reviewed by the board.
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The committee, in fulfilling its duties, may call on the chairmen of other board committees, any of the executive directors, officers or Company Secretary to provide information, subject to following a board-approved process. The committee consists of five nonexecutive directors, the majority of which are independent: ■■ Morongwe Malebye (Chair) – appointed 11 June 2009 ■■ James Brown – appointed 3 December 2010 ■■ Ian Brander – appointed 25 August 2011 ■■ Mitesh Patel – appointed 15 December 2014 ■■ Humphrey Mathe – appointed 31 August 2012 Suleman Badat resigned from his responsibilities as director and member of this committee with effect from 31 October 2014. Refer to pages 64 to 65 for full details of qualifications and experience.



The board believes committee members are sufficiently qualified and experienced to carry out their duties.



The role of the committee is to assist the board to ensure that: ■■ The Company remunerates directors and executives fairly and responsibly ■■ The disclosure of director remuneration is accurate, complete and transparent ■■ The board has the appropriate composition to execute its duties effectively ■■ Directors are appointed through a formal process ■■ Induction and ongoing training and development of directors occurs throughout the year ■■ Formal succession plans for the board, CEO and senior management appointments are in place ■■ The Company complies with legal requirements or prevailing codes of best practice on matters relating to: •• Social and economic development •• Good corporate citizenship •• Environment, health and public safety •• Consumer relationships •• Labour and employment



Committee evaluation In the first quarter of 2015, the committee’s performance was assessed internally by the Chairman with the assistance of the Company Secretary. The objective of the process was to: ■■ Determine how the committee has performed measured against its delegated authority, ie its terms of reference ■■ Ascertain the effectiveness of the committee ■■ Identify areas that might require attention as part of the committee work plan for the coming year The assessment did not reveal any significant areas requiring immediate attention and concluded that the committee had effectively discharged its responsibilities in terms of its terms of reference.



Agenda Committee annual work plans, agendas and minutes are dealt with as outlined for the board on page 51. Meetings Attendance Name and date of appointment and date of resignation/retirement



4 March 2014



3 June 2 September 2 December 2014 2014 2014



M Malebye



–  Appointed 11 June 2009



P



P



P



P



J Brown



–  Appointed 3 December 2010



P



P



P



P



IH Brander



–  Appointed 25 August 2011



P



P



P



P



S Badat



– Appointed 31 August 2013; resignation effective 31 October 2014



P



P



P



–



H Mathe



–  Appointed 31 August 2012



P



P



P



P



M Patel



–  Appointed 15 December 2014



–



–



–



–



P = present;  A = absent;  – = not required



The HAHL board members (not part of this committee), as well as the head of human resources for the Howden Africa Group are regular invitees and were present at all committee meetings in 2014.
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Corporate governance continued Subcommittees of the executive committee (Exco) Committee



Composition



Main responsibility



Exco Risk Committee



T Bärwald (Chair) and Exco members



Assist Exco, the Audit and Risk Committee and the board to ensure that: ■■ The Group has implemented an effective policy and plan for risk management that will enhance its ability to achieve its strategic objectives ■■ Disclosure on risk is comprehensive, timely and relevant



Sustainability Committee



T Bärwald (Chair), K Johnson, C Koopman, H Matshoga, K Govender and J Jackson



Implementation of Global Reporting Initiative (GRI G3) guidelines, including: ■■ Stakeholder engagement ■■ Materiality assessments ■■ Monitoring key performance indicators



Governance Committee



K Johnson (Chair) and C Koopman



Recommend to Exco and the board a set of corporate governance principles (emanating from King III, the Companies Act and elsewhere) applicable to the Group as well as to monitor and update Exco and the board on developments that may impact on corporate governance principles.



Company Secretary The Group Company Secretary is responsible for ensuring all directors have full and timely access to the information required to properly discharge their duties so that the board can function effectively. The board is cognisant of the duties imposed on the Company Secretary who is accordingly empowered to properly fulfil her duties. In addition to the statutory duties of the Company Secretary, she fulfils the following functions: ■■ Induction of directors ■■ Provides guidance to the board on its duties (collectively and individually) ■■ Reviews and negotiates contractual terms and conditions agreed to by the Group
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The Group Company Secretary is not a director of Howden Africa Holdings Limited. The board is satisfied that the Company Secretary maintains an arm’s length relationship with the board as she is not an associate of any director and is not subject to undue influence of one or more of the directors.



Secretary and is satisfied with her competence, qualifications and experience.



She is an admitted attorney of the High Court with an LLB degree from the University of Johannesburg and has nine years’ post-admission experience.



Sustainable development governance



The performance of the Company Secretary is evaluated annually in line with the Howden Africa Group’s standard appraisal process. The board as a whole has discussed the performance of the Group Company



Political contributions It is Group policy not to make donations or other contributions to political parties or causes.



It is a Company requirement to operate within a sustainable business environment. We take our sustainable business guidance from the Global Reporting Initiative (GRI G3.1) and cover the three development spheres of economic, social and environmental performance.
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Our sustainability policy is based on balanced society rules, local and global labour practices and international human rights standards. The Company strives to be economically viable, environmentally regenerative and accountable for its products and services.



■■ Strategies



IT governance



■■ Review



King III defines IT governance as “the effective and efficient management of IT resources to facilitate the achievement of corporate objectives”. The Group has developed and established a set of comprehensive IT policies and procedures that support these objectives.



and targets on page 15 of material issues on page 28 ■■ Risk management on page 68



Ethics performance A review by RNSEC of the Group’s ethical performance appears on page 62 of the integrated annual report.



Please refer to the following sections: ■■ Performance on page 2 ■■ Stakeholders on page 11



A high-level review of the alignment of the Group’s IT governance structures and processes to the principles of King III has been conducted, with results set out below:



IT governance compliance King III IT governance recommendation



Implementation status



The board should be responsible for information technology (IT) governance/IT governance should be placed on the board agenda



Information technology risk, strategy and performance are the responsibility of the board. In 2014, IT was a regular item on the board’s agenda. The Chief Information Officer updates the board on progress.



IT should be aligned with the performance and sustainability objectives of the Company



The Group’s IT strategy is formulated by a worldwide Howden steering committee, the ISSG (Information Systems Steering Group). One of the objectives of the ISSG is to align IT/IS strategy with wider Group objectives. The Group’s Chief Information Officer is a member of this committee.



The board should delegate to management the responsibility for the implementation of an IT governance framework



The board has delegated to the Chief Information Officer and executive management the responsibility to control and manage the IT governance framework.



The board should monitor and evaluate significant IT investments and expenditure



Large, strategic and significant IT projects are approved by the board, Chief Information Officer and the Howden Global Chief Information Officer, to ensure effective procurement processes and alignment with strategy and technology standards.



IT should form an integral part of the Company’s risk management



IT risks are identified, assessed and managed by an IT risk committee chaired by the Group’s Chief Information Officer which provides a quarterly report to the Exco Risk Committee. The Group has comprehensive IT disaster recovery policies and procedures in place which are audited by internal audit.



The board should ensure that information assets are managed effectively



All personal, commercially sensitive and confidential information stored in systems have restricted access procedures, eg ERP, finance, payroll and HR systems. All applications are subject to a CIA (confidentiality, integrity and availability) analysis to ensure appropriate security controls are implemented.



A risk committee and audit committee should assist the board in carrying out IT responsibilities



Exco risk management and board audit and risk committees are in place and IT risks are reported to these committees where applicable.
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Corporate governance continued Legal compliance The Company has established a legal department with two qualified attorneys, one of whom is the Company Secretary. The Company Secretary regularly updates members of the board on changes in applicable laws, rules, codes and standards. The board, with the assistance of the Company Secretary, regularly monitors the impact of laws (eg competition law), rules (eg JSE Listings Requirements), codes (eg SEIFSA, B-BBEE, bargaining council decisions and agreements), and standards.



Employees who interact with customers, competitors, suppliers and vendors have received training on competition law as well as anticorruption and anti-bribery laws. In addition, the Company has access to its ultimate holding company’s legal department which is able to assist with compliance matters. The Group endeavours to stay abreast of all intended or promulgated legislation through regular interaction with its legal department.



Where necessary, members of the board, Exco, Company Secretary and legal officer attend training.



During the period, the following acts were identified as having a significant impact on the Group: ■■ Competition Act ■■ Occupational Health and Safety Act ■■ Protection of Personal Information Act ■■ Income Tax Act ■■ Tax Administration Act ■■ Employment Equity Act ■■ Broad-based Black Economic Empowerment Act and related codes of best practice Tax related penalties amounted to R3.6 million in 2014, however we have objected to these penalties. These matters are currently under review with the South African Revenue Services and are not considered as significant penalties imposed due to non-compliance.



King III compliance The Company aims to continually improve compliance and is committed to complying with King III. During the period, the Group continued to enhance its governance, assurance and risk management practices relative to the requirements of King III and the Companies Act. The Governance Committee is implementing its road map to adopt the entire King III Report and all identified areas of improvement are being dealt with. The Group continues to entrench King III principles into its internal controls, policies, terms of reference and overall procedures. Below is an overview of the Company’s compliance with King III:



Apply



Partially apply



Under review/ do not apply



Ethical leadership and corporate citizenship Effective leadership based on an ethical foundation



✓



Responsible corporate citizen



✓



Effective management of Company’s ethics



✓



Assurance statement on ethics in integrated annual report



✓



Boards and directors The board is the focal point for and custodian of corporate governance



✓



Strategy, risk, performance and sustainability are inseparable



✓



Directors act in the best interests of the Company



✓



The board should consider business rescue proceedings or other turnaround mechanisms as soon as the Company is financially distressed as defined in the Companies Act



✓1



The Chairman of the board is an independent non-executive director



✓2



Framework for delegation of authority has been established



✓



The board comprises a balance of power, with a majority of nonexecutive directors who are independent



✓
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Apply



Partially apply



Under review/ do not apply



Boards and directors (continued) Directors are appointed through a formal process



✓



Formal induction and ongoing training of directors



✓3



The board is assisted by a competent, suitably qualified and experienced Company Secretary



✓



Regular performance evaluations of the board, its committees and individual directors



✓



Appointment of well-structured committees and oversight of key functions



✓



An agreed governance framework between the Group and its subsidiary boards is in place



✓



Directors and executives are fairly and responsibly remunerated



✓4



Remuneration of directors and senior executives is disclosed



✓5



The Company’s remuneration policy is approved by its shareholders



✓



Audit committee The board should ensure the Company has an effective and independent Audit Committee



✓



Audit Committee members should be suitably skilled and experienced independent non-executive directors



✓



Chaired by an independent non-executive director



✓



The Audit Committee should oversee integrated reporting



✓6



The Audit Committee should ensure that a combined assurance model is applied to improve efficiency to provide a coordinated approach to all assurance activities



✓



Satisfy itself of the expertise, resources and experience of the Company’s finance function



✓



Responsible for overseeing internal audit



✓



Integral to the risk management process



✓



Oversees the external audit process



✓



Reports to the board and shareholders on how it has discharged its duties



✓
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Corporate governance continued Apply



Partially apply



Under review/ do not apply



Governance of risk The board is responsible for the governance of risk and setting levels of risk tolerance



✓



The board should determine the levels of risk tolerance



✓



The Risk Committee assists the board in carrying out its risk responsibilities



✓7



The board delegates the process of risk management to management



✓



The board ensures that risk assessments and monitoring is performed continually



✓



Frameworks and methodologies are implemented to increase the probability of anticipating unpredictable risks



✓



Management implements appropriate risk responses



✓



The board receives assurance on the effectiveness of the risk management process



✓



The board ensures continual risk monitoring by management



✓



Sufficient risk disclosure to stakeholders



✓



Governance of information technology The board is responsible for IT governance



✓



IT is aligned with the performance and sustainability objectives of the Company



✓



Management is responsible for implementing an IT governance framework



✓



The board monitors and evaluates significant IT investments and expenditure



✓



IT is an integral part of the Company’s risk management



✓



IT assets are managed effectively



✓



The Audit and Risk Committee assists the board in carrying out its IT responsibilities



✓



Compliance with laws, codes, rules and standards



✓



The board ensures the Company complies with relevant laws



✓



The board and directors have a working understanding of the relevance and implications of non-compliance



✓



Compliance risk forms an integral part of the Company’s risk management process



✓



The board has delegated to management the implementation of an effective compliance framework and processes



✓
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Apply



Partially apply



Under review/ do not apply



Internal audit Effective risk-based internal audit



✓



Internal audit should follow a risk-based approach to its plan



✓



Internal audit should provide a written assessment of the effectiveness of the Company’s system of internal controls and risk management



✓



The Audit Committee should be responsible for overseeing internal audit



✓



Internal audit is strategically positioned to achieve its objectives



✓8



Governing stakeholder relationships Appreciation that stakeholder perceptions affect a company’s reputation



✓



Management proactively deals with stakeholder relationships



✓



There is an appropriate balance between its various stakeholder groupings



✓



Equitable treatment of stakeholders



✓



Transparent and effective communication to stakeholders



✓



Disputes are resolved effectively and timeously



✓9



Integrated reporting and disclosure Ensures the integrity of the Company’s integrated annual report



✓



Sustainability reporting and disclosure is integrated with the Company’s financial reporting



✓



Sustainability reporting and disclosure is independently assured



✓10



Refer to page 60 for commentary.
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Corporate governance continued Explanation register Note



Main category



Sub-category



Exception/not applied commentary



1



Chapter 2



Principle 2.15



There is no need to consider business rescue processes at this stage. The Company will consider this if necessary.



2



Chapter 2



Principle 2.16



Howden Africa’s Chairman, Ian Brander, is employed by Howden Global and is therefore considered a non-executive director in terms of King III and the JSE Listings Requirements. As per the recommendations of King III, the Company appointed a lead independent director on 1 March 2012 to compensate for any possible lack of an independent Chairman.



3



Chapter 2



Principle 2.20



Internal mentorship programmes are not implemented due to the small size of the board and the fact that current board members are experienced directors. However, directors are encouraged to find a mentor of their choice.



4



Chapter 2



Principle 2.25



Howden Africa does not have a share-based incentive scheme in place.



5



Chapter 2



Principle 2.26



We disclose independent non-executive and executive directors’ remuneration on page 128. Remuneration of non-executive directors (J Brown and I Brander) has not been disclosed as they do not receive any remuneration for their services as members of the Howden Africa Holdings Limited board from HAHL and/or its subsidiaries.



6



Chapter 3



Principle 3.4



The Audit Committee has not deemed it necessary to recommend that the board should engage an external assurance provider to provide assurance on any material elements of the sustainability part of the integrated annual report. Various parts that impact sustainability reporting are verified through other verification processes (eg health and safety external audits, BEE verification audits).



7



Chapter 4



Principle 4.3



The Risk Committee has been merged with the Audit Committee. In line with the JSE Listings Requirements, the merged committee comprises independent non-executive directors. Accordingly executive directors are not members of the main Risk Committee but have a standing invitation to attend meetings and provide the necessary input. Executive directors are members of the Exco Risk Committee.



8



Chapter 7



Principle 7.5



The Chief Audit Executive is based in the UK. He and the local internal audit manager regularly attend audit and risk committee meetings and the board does not deem it necessary to include the Chief Audit Executive in local Executive Committee monthly meetings.



9



Chapter 8



Principle 8.6



Dispute resolution mechanisms need to be considered on a case-by-case basis and should be matched with the circumstances. Contracts concluded with customers often incorporate dispute resolution procedures. The board is cognisant of the fact that dispute resolution such as mediation and conciliation should be considered prior to legal recourse but also understands that sometimes dispute resolution is not the appropriate forum.



10



Chapter 9



Principle 9.3



There is no specific sustainability assurance provider. Various parts that impact sustainability reporting are verified through other verification processes (eg health and safety external audits, BEE verification audits – these are done in accordance with legislation or codes of good practice).



A detailed King III compliance register is available on the Company’s website: www.howden.co.za. 60
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Remuneration, nomination, social and ethics report The Remuneration, Nomination, Social and Ethics Committee The committee is chaired by an independent non-executive director and operates under a mandate from the board, with formal terms of reference approved by the board. The committee meets regularly during each year and a list of members as at 31 December 2014, and number of meetings attended, is set out on page 53. The Company Secretary attends all meetings as secretary. The CEO, CFO and Human Resources Director of Howden Africa attend all meetings by invitation. No attendee may participate in any discussion or decision regarding his or her own remuneration. Remuneration The remuneration philosophy of Howden Africa is to ensure that employees are rewarded for their contribution according to industry, market and country benchmarks. The committee is responsible for the evaluation and approval of the broad remuneration strategy of the Company. Remuneration policy Employee guaranteed pay Employees are guaranteed a basic salary set at levels that are competitive in the relevant market. The basic salary and other benefits are reviewed annually and regularly benchmarked against employees in comparable industry sectors. The Group uses the services of PwC Remchannel to benchmark employees. Weekly paid employees are paid in line with industry collective agreements. Executive and senior manager remuneration and incentives Howden Africa seeks to attract, motivate and retain exceptional
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executives who have the experience of operating in a complex engineering and manufacturing environment. The remuneration of executive directors and senior management is based on a total cost of employment, which includes a fixed guaranteed package which includes a company car or vehicle allowance, benefits such as pension fund and medical aid and a cash variable incentive linked to performance. For information on the remuneration paid to executive directors, refer to note 35 of the financial statements. The said note also includes details on performance requirements which are linked to bonus entitlements. Howden Africa does not operate a share incentive scheme; however, some senior executives participate in a scheme operated by the Group’s majority shareholder, Colfax. Employee benefits Pension fund The Group operates both a defined benefit pension fund as well as a defined contribution pension fund.  he Group operates a post-retirement T scheme that covers all employees employed before 1 January 2001. The pension fund is a final salary defined benefit plan. The assets of the fund are held in an independent trustee administered fund, which is administered in terms of the Pension Fund Second Amendment Act No 39 of 2001. The fund is valued annually using the projected unit credit method. The latest full actuarial valuation was performed on 31 December 2014.  onthly paid employees joining on or M after 1 January 2001 are required, subject to fund rules eligibility, to join the Howden SA Defined Contribution Pension Fund and Group Life Scheme.



The Company contributes the equivalent of 9% based on an employee’s basic salary, 6.19% of which is allocated toward the pension fund credit. The remaining 2.81% is allocated towards fund administration and Group life premiums. Hourly paid employees belong to the Metal and Engineering Bargaining Council Funds. These are the Engineering Industries Pension Fund (a closed fund effective January 2001) and the Metal Industries Provident Fund. The Company contributes 6,8% of the member’s wage to these funds. Medical aid Medical aid is compulsory for all monthly paid employees. Weekly paid employees have an option to belong to the medical aid as it is not a condition of employment in the Metal and Engineering Industries Bargaining Council.  he Company contributes a set rand T value depending on the Discovery medical plan selected by an employee. This is regardless of seniority or salary on which that employee is. Employee annual incentive bonuses There are various annual incentive schemes operating in Howden Africa that incentivise employees based on performance. These incentive schemes include a guaranteed 13th cheque based on an employee’s basic salary as at 31 December each year, as well as a variable incentive based on Company and individual performance targets. These are reviewed regularly to ensure they remain appropriate. Howden Africa has a formal framework for performance management that is linked to and supports the annual incentive schemes across the Company.
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Remuneration, nomination, social and ethics report continued Non-executive directors’ fees Independent non-executive directors’ fees are benchmarked on an annual basis and approved by shareholders at the annual general meeting of shareholders. For information on non-executive director fees paid in 2014, refer to note 35 of the annual financial statements.



Social and ethical performance in 2014 Labour and employment Broad-based black empowerment and employment equity The Group strives continually to improve its performance in this regard and is considered a level 3 contributor in terms of the dti codes of good practice. The Group’s efforts in respect of employment equity, skills development, preferential procurement and socioeconomic development are more fully dealt with on page 44 under the heading “Transformation and society”. It is confirmed that the Group has complied with its reporting requirements in terms of the Employment Equity Act 55 of 1998. Employment The Group recognises that the most important resource is its employees – the men and women whose commitment, creativity, skills and energy are central to the business goals. It is important to the Group that the workplace remains free from all forms of discrimination, intimidation and harassment. It is believed that an
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environment where employees can maximise their potential is only possible when each person is treated fairly and with respect. Howden will: ■■ as a minimum, meet all applicable employment laws, rules and regulations, including laws, rules and regulations governing working conditions, wages, hours, benefits and minimum age for employment, wherever it conducts business; and ■■ take all actions with its employees, in all phases of the employment relationship, without regard to gender, colour, race, ethnicity, sexual orientation, physical or mental disability, age, pregnancy, religion, veteran status, national origin or any other legally protected status. Ethics management and code of conduct Howden has a zero-tolerance approach to unethical behaviour and is committed to ensuring that the Group and its employees uphold Howden’s good reputation, as its integrity can only be maintained by operating its business in accordance with the highest ethical standards and in compliance with all applicable laws. The Group code of conduct governs the conduct of all Howden’s employees throughout the Group and is aligned with the Organisation for Economic Cooperation and Development’s recommendations regarding corruption. The code covers, among others, the following areas: ■■ Reporting violations ■■ Compliance with laws, rules and regulations



■■ Honesty



and ethical conduct and fair dealing ■■ Conflicts of interest ■■ Insider trading ■■ Unfair competition/anti-trust ■■ Employment ■■ Bribes, gifts and gratuities ■■ Political contributions ■■ Safety, health and environmental protection ■■ Competition



The code of conduct is available to all employees on the Group’s intranet. The Group furthermore expects all suppliers to abide by a Supplier’s Code of Conduct covering, among others, the following areas: ■■ Legal compliance and business practices ■■ Prohibition of corruption and bribery ■■ Respect for the basic human rights of employees ■■ Health and safety of employees ■■ Environmental protection All managers are responsible for compliance with and enforcement of this code for their area of operation, including with respect to sales agents, representatives, independent contractors, distributors and consultants. Whistle-blowing procedures are in place to encourage reporting of unethical behaviour. In mid-2014 the Company changed over from the US-based Ethics Point platform to the local South African Deloitte Tip-offs Anonymous platform (“Ethics Hotline”).
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The purpose of the Ethics Hotline is to allow employees and individuals to report ethics matters to the Company anonymously. Issues such as ethics violations, theft, fraud, discrimination, harassment, and substance abuse are reported by an employee to the Ethics Hotline. Ethics Hotline is a secure, third-party anonymous incident reporting system and is available 24 hours a day via the website or by calling the Ethics Point call centre. Social and economical development and corporate citizenship Howden believes that being a responsible and contributing corporate citizen is a key component of the Company’s business strategy. Through its community investment strategy, the Company is committed to the empowerment, development and growth of disadvantaged communities. The following are commonly shared objectives of Howden Africa’s corporate social investment programme: ■■ Make a positive, sustainable impact on the communities in which Howden Africa operates through investing in improving the quality of life of disadvantaged communities ■■ To develop and empower disadvantaged communities in the social, economic and environmental spheres for the sustainability and long-term growth of the Company ■■ To build and improve relationships with the Company’s existing and potential stakeholders through forming mutually beneficial partnerships
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■■ To



create and enhance the Company’s reputation as a caring corporate citizen ■■ To attract quality, socially responsible staff to the Company as well as retain and enhance the loyalty and pride in the Company for existing staff ■■ To strengthen relationships with major customers through the strategic positioning of Howden Africa as a contributor in the development of disadvantaged communities The Group’s efforts in respect of corporate social investment are more fully dealt with on page 45 under the heading “Transformation and society”. Health, safety and environment The management and employees of Howden are committed to maintaining a safe and healthy working environment as a primary objective and continually identifying negative aspects that their products and operations may have on the environment. Furthermore, Howden is committed to meeting the needs of customers and consumers in an environmentally sound and sustainable manner, through continuous improvement of our environmental performance in all our activities.



Consumer relations To a large degree, the Consumer Protection Act, No 68 of 2008 does not apply to the Group’s transactions with customers as only a small percentage of the Group’s transactions fall below the R2 million juristic consumer threshold as set by the Minister in terms of section 6(1) of the Consumer Protection Act. The majority of Group contracts are negotiated extensively with its customers by the various business units in conjunction with the Group’s legal department. There are no known complaints from consumers to the Consumer Commission and/or Tribunal relating to any of the Group companies. Committee assurance The committee is satisfied that it complied with its legal, regulatory or other responsibilities during the 2014 financial year.



M Malebye Chairperson 23 March 2015



The Group’s efforts in respect of health, safety and environment are more fully dealt with on page 36.
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Board of directors Ian Brander (53) (British) Roles: Non-executive director and Chairman of the board. Member of the: Remuneration, Nomination, Social and Ethics Committee. Regular attendee of the Audit and Risk Committee. Qualifications and experience: Ian is a mechanical engineer (BSc honours from the University of Strathclyde). He was operations director of Howden Global from 2008 and became chief executive in August 2011. Ian brings extensive technical and leadership knowledge gained during his 31-year career with the Howden Group. Appointment: He was appointed to the Howden Africa Holdings Limited board from 26 July 2011. Other significant directorships: Howden Group South Africa Limited, James Howden & Godfrey Overseas Limited, Howden Holdings Limited (UK).



Thomas Bärwald (51) (German and Australian) Roles: Executive director (Chief Executive Officer). Member of the: Executive Committee (Exco) (Chairman); Exco Risk Committee (Chairman); and Sustainability Committee (Chairman). Regular attendee of the Remuneration, Nomination, Social and Ethics Committee, and Audit and Risk Committee. Qualifications and experience: Thomas is a mechanical engineer (Machinenbau Techniker, Fachschule fur Technik – Germany) and industrial engineer (REFA Fachmann – Germany) with an MBA (international management) from Charles Sturt University – Australia. He is a graduate of the Australian Institute of Company Directors (GAICD). He relocated from Germany to join Howden Africa in 1990 and was promoted to operations director of Howden Power in 1997. In 1998, he relocated to Australia and was appointed executive director of Howden Australia in 1999 and managing director from 2002 to 2007. He was appointed managing director of Howden Hua (China) in 2007 to lead a change management assignment for 18 months ended December 2008. From 2009 to 2012, Thomas was executive director of Howden Southern Hemisphere, managing Howden’s companies in Australia/South-East Asia, Africa and South America in 2009 to 2012. Appointment: He was appointed as the Chief Executive Officer of Howden Africa Holdings Limited on 1 January 2009. Other significant directorships: James Howden Holdings Limited and Howden Group South Africa Limited.



James Brown (55) (British) Roles: Non-executive director. Member of the: Remuneration, Nomination, Social and Ethics Committee. Regular attendee of the Audit and Risk Committee. Qualifications and experience: James is a chartered accountant and has had senior financial roles across his 25-year career in Howden. Since 2003, he has been Chief Financial Officer of Howden Global. He is responsible for IT development in Howden and has led the implementation of SarbanesOxley controls in Howden for the past two years. Appointment: He was appointed to the Howden Africa Holdings Limited board on 3 March 2005. Other significant directorships: Howden Group South Africa Limited, Howden UK Limited and Howden Holdings Limited.



For details on directorate changes, please refer to the corporate governance report on page 49. For Howden Africa Holdings Limited director remuneration, please refer to note 35 of the annual financial statements and the remuneration report on page 61. Howden Africa Holdings Limited does not have any prescribed officers. 64
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Morongwe Malebye (43) Roles: Lead independent non-executive director. Member of the: Remuneration, Nomination, Social and Ethics Committee (Chairperson) and Audit and Risk Committee. Qualifications and experience: Morongwe is managing director and co-founder of Ditiropele, an engineering company. She is a qualified engineer, holding MSc industrial engineering (Wits) and BSc mechanical engineering degrees (UCT), and an MBA from Wits Business School. She is a member of the Institute of Directors SA and Black Management Forum. She has worked in senior and executive positions at Sasol, TFR-Spoornet, Armscor, Babcock Africa and PB Africa. She is a director of various companies in the engineering industry. Appointment: She was appointed to the Howden Africa Holdings Limited board on 7 November 2007.



Mitesh Patel (40) Roles: Independent non-executive director. Member of the: Audit and Risk Committee (Chairman) and Remuneration, Nomination, Social and Ethics Committee. Qualifications and experience: Mitesh is a chartered accountant. He is the managing partner of Nkonki Incorporated, a South African audit firm. He has extensive experience in design, implementation of audit and internal control strategy and maintenance of accounting systems. Appointment: He was appointed to the Howden Africa Holdings Limited board on 15 December 2014.



Kevin Johnson (39) (British) Roles: Executive director (Chief Financial Officer and Chief Information Officer). Member of the: Executive Committee (Exco), Exco Risk Committee, Governance Committee (Chairman) and Sustainability Committee. Regular attendee of the: Remuneration, Nomination, Social and Ethics Committee and Audit and Risk Committee. Qualifications and experience: Kevin has extensive global experience, having lived in Australia, South Africa and Europe. Before joining Howden Africa, he held senior finance and system implementation roles in Howden Group. He is a qualified accountant FCPA (Aust.), with an undergraduate degree (BSSc) from Queens University, Northern Ireland, a master’s degree in accounting (MAcc) from Macquarie University, Australia and MBA from Hasselt University, Belgium. He is a member of the Institute of Directors SA. Appointment: He was appointed Chief Financial Officer with effect from 1 March 2012.



Humphrey Mathe (64) Roles: Independent non-executive director. Member of the: Audit and Risk Committee and Remuneration, Nomination, Social and Ethics Committee. Qualifications and experience: Humphrey is a qualified geologist with BSc (geology – honours) and MSc (exploration geology) degrees and a PhD in applied geology. He sits on a number of boards as non-executive director and has been in the mining industry for about 37 years. Appointment: His appointment to the Howden Africa Holdings Limited board was with effect from 1 July 2012.
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Executive management (Exco)



Aubrey Murray (59) With the Group since 1971 Roles: Managing director of Howden Donkin (Pty) Limited, director of James Howden Holdings Limited, Executive Committee member and Exco Risk Committee member. Qualifications: Advanced executive programme (Unisa) and manufacturing diploma (UCT business school).



Clinton Swaffield (51) With the Group since 1980 Roles: Managing director of Howden Power, an operating division of Howden Africa (Pty) Limited, director of James Howden Holdings Limited, Executive Committee member and Exco Risk Committee member. Qualifications: National diplomas in mechanical engineering and business management (Unisa).



Geoffrey Chingwaru (45) With the Group since 2005 Roles: Corporate affairs and Group marketing director. Director of James Howden Holdings Limited and Howden Donkin (Pty) Limited, Executive Committee member and Exco Risk Committee member. Qualifications: MBA (marketing and company strategy) (University of the Free State), advanced business communication (Unisa), advanced business-to-business marketing.



Note: Hendrick Mokolane resigned effective 6 February 2015. 66
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Carmen Claudia Koopman (32) With the Group since 2008 Roles: Howden Africa Holdings Limited Company Secretary, Howden Donkin (Pty) Limited Company Secretary, James Howden Holdings Company Secretary, director of Howden Africa (Pty) Limited, Executive Committee member, Exco Risk Committee member, Sustainability Committee member and Governance Committee member. Qualifications: Attorney of the High Court of South Africa, LLB degree (UJ).



Kudzai Nyangoni (44) With the Group since 2009 Roles: Was promoted on 1 January 2014 to Managing Director of James Howden Holdings Limited to lead both Howden Projects and Howden Fan Equipment divisions, was Managing Director of Howden Projects, a division of James Howden Holdings Limited, from April 2009 to December 2013, Director of Howden Africa (Pty) Limited, Executive Committee member of Howden Africa Holdings Limita and Risk Committee member. Qualifications: BSc (Hons.) mechanical engineering, MBA (finance), graduate diploma in marketing management (IMM), Pr Eng – registered professional engineer with Engineering Council of South Africa (ECSA), Council Member of ECSA, President of South African Institution of Mechanical Engineering (SAIMechE).
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Risk management report Our approach Managing risk is critical to the success and sustainability of Howden as it is faced with a wide variety of risks, which can have a strategic, financial, operational and reputational impact. Effectively managing risk through a consistent process also supports the delivery of Howden’s strategic objectives. Our risk management model is based on: ■■ regularly reviewing the company’s risk, capacity, appetite and tolerance; ■■ monitoring changes, the ongoing effectiveness of business controls; and the social and political



environment that could alter current and planned operations and objectives; ■■ setting strategic objectives; ■■ identifying risks to achieving those objectives; ■■ assessing the likelihood and consequence of risks; ■■ accepting or mitigating identified risks; ■■ assessing residual risk after mitigation measures; ■■ modifying controls as necessary; and ■■ independent risk-based audit and reporting.



Risk management report process



Business units



Business unit risk registers Exco risk committee



Group register – medium and major risks Audit and risk committee



A consistent methodology is applied by each Howden business unit to identify and rate risks by likelihood and financial impact as low, medium, high or major. This rating determines the intensity of the subsequent risk management process. Mitigating actions are implemented, monitored and reported on at every level. Reporting is quarterly, starting in February each year.



High and major corporate risks are then added to the Executive Committee’s risk register and entered into corporate risk logs for quarterly review by the Risk Committee. Risks are scored to determine their potential effect. Once this review has taken place, high and major risks are presented to the Audit and Risk Committee and, in turn, the board. Risk, capacity, appetite and tolerance Our risk capacity is to maintain short and long-term liquidity. Available cash and loan facilities shall be in place to ensure that the business does not experience any long-term liquidity issues. Our risk appetite is focused on ensuring that the business is sustainable. This includes achieving annual growth though the strategic plan and supporting initiatives, avoiding negative impact on brand reputation and mitigating any negative market conditions that could significantly impact our financial performance. Our risk tolerance is defined as operational. Our tolerances help ensure that the business does not breach its risk appetite. This is completed by setting limits and monitoring, mitigating and giving frequent feedback on performance. The risk capacity, appetite and tolerance are identified by the CEO (Risk Manager) in consultation with the Risk Committee. The CEO (Risk Manager) reviews and recommends the risk appetite and tolerance levels to the Audit and Risk Committee on an annual basis. After consideration the Audit and Risk Committee will recommend, on an annual basis, to the board that the risk appetite and tolerance be approved.



At the operational level, identified risks are entered in operational risk registers in a descriptive but abbreviated form. Risks rated high or major are then extracted and entered in detail on operational risk logs.



Risk types on which risk tolerance limits and controls are set and monitored are: ■■ health, safety and environment; ■■ human capital management; ■■ terms and conditions supply and purchase;
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■■ markets/customer



exposure; control; ■■ corporate governance; ■■ design and operation of supplied and serviced equipment; ■■ operational; ■■ insurable; and ■■ general legislation and regulatory compliance. ■■ financial



Loss of key customers



Our risk tolerance levels are set using a likelihood/consequence assessment Table. For detailed information on the Risk Committee’s composition and structure, responsibilities, meetings and activities, please refer to the corporate governance review on page 51.



Our key risk areas ■■ Loss



of key customers to win key contracts ■■ Downturn in a critical industry sector ■■ Industrial action ■■ Supply disruption* ■■ Shortage of qualified resources ■■ Non-compliance. ■■ Failure



Description



Mitigating action



A division may lose a major customer.



Ongoing, actively marketing and focusing on providing technical solutions to meet customers’ needs.



This may also affect other divisions in the Group and would result in a significant reduction in turnover and profit.



Continuous gathering of market intelligence and competitor analysis.



Failure to win a substantial portion of upcoming contracts would decrease turnover and profit, which could have the effect of establishing long-term competitors.



Constantly maintaining skill levels, brand strength, and competitive supply through strict procurement policies and good reputation are key factors.



Downturn in critical industry sector



An insufficient supply of electricity over the next three years could result in a downturn in a critical industry sector in South Africa.



Continue to actively target market growth in the rest of Africa.



Industrial action



The continual wave of industrial action in South Africa, especially in the domestic mining sector, has resulted in the deferment or cancellation of investment in country. More looming strikes may damage investor confidence further.



Developed a business model that maintains a core set of highly skilled permanent staff and draws surplus resources from a contractor pool. This flexible business model will ensure operating profit margins are sustained even with a significant deterioration in business volume.



Shortage of qualified resources



Core skills remain with staff due to retire, and there is a low retention rate of younger engineers, which has a very significant impact on the ability of the business to compete.



Howden has implemented various attraction and retention strategies. Succession planning, skills development training and education are top priorities. Performance appraisals are undertaken annually/ biannually.



Failure to win key contracts



Maintaining close working relationships with major customers.



Mentorship programmes are in place to transfer skills from older employees. The risk is reducing. Noncompliance



Infringing anti-bribery, anti-competitive and anticorruption laws could result in reputational damage, breach of contract, loss of work and customers, and reduced turnover and profitability.



Policies and procedures are in place. Continuous training of associates has been carried out across the group. This is monitored by regular audits of existing controls.



Supply disruption



There is a risk that industrial action both in-house and at our subcontractors could result in significant disruption to our supply chain and result in contract penalties and reputational damage



A committee is in place to manage the business contingency plan and ensure that it covers all potential disruptive events, including supply disruption. Proactively work with unions and comply with bargaining agreements.
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GRI index Additional indicators are denoted by (A) and the rest are core indicators.



1.



Strategy and analysis



Pages



1.1



Statement from the most senior decision-maker about the relevance of sustainability to the organisation and its strategy.



21, 22



1.2



Description of key impacts, risks, and opportunities.



24, 28 – 45, 68 – 69



2.



Organisational profile



Pages



2.1



Name of the organisation.



5, back cover



2.2



Primary brands, products and/or services.



4–8



2.3



Operational structure, including main divisions, operating companies, subsidiaries and joint ventures.



4 – 8, 24, 106



2.4



Location of headquarters.



4, back cover



2.5



Number of countries where the organisation operates, and names of countries with either major operations or that are specifically relevant to the sustainability issues covered in the report.



4, 23



2.6



Nature of ownership and legal form.



5, 86



2.7



Markets served (including geographic breakdown, sectors served, and types of customers/beneficiaries).



4–8



2.8



Scale of the reporting organisation.



9 – 10



2.9



Significant changes during the reporting period on size, structure, or ownership.



4



2.10



Awards received in the reporting period.



30, 15 – 17



3.



Report parameters



Pages



3.1



Reporting period (eg fiscal/calendar year) for information provided.



1



3.2



Date of most recent previous report (if any).



1



3.3



Reporting cycle (annual, biennial, etc).



1



3.4



Contact point for questions on the report.



Inside back cover



3.5



Process for defining report content.



1



3.6



Boundary of the report (eg countries, divisions, subsidiaries, leased facilities, joint ventures, suppliers).



1



3.7



Limitations on the scope or boundary of the report.



1



3.8



Basis for reporting on joint ventures.



N/A



3.10



Explanation of the effect of any restatements of information provided in earlier reports, and reasons (eg mergers/acquisitions, change of base years/periods, nature of business, measurement methods).



N/A



3.11



Significant changes from previous reporting periods in the scope, boundary, or measurement methods applied in the report.



1



3.12



Table identifying the location of standard disclosures in the report.



70 – 72



3.13



Policy and current practice on seeking external assurance for the report.



60



70



Howden  I  Integrated annual report 2014



4.



Governance, commitments and engagements



Pages



4.1



Governance structure of the organisation, including committees under the highest governance body responsible for specific tasks, such as setting strategy or organisational oversight.



48



4.2



Indicate whether the chair of the highest governance body is also an executive officer.



49



4.3



For organisations with a unitary board structure, state the number of members of the highest governance body who are independent and/or non-executive members.



49



4.4



Mechanisms for shareholders and employees to provide recommendations or direction to the highest governance body.



49



4.14



List of stakeholder groups engaged by the organisation.



11



4.15



Basis for identification and selection of stakeholders with whom to engage.



11, 28



Performance indicators



Pages



Economic Including policies, management systems, management approach and performance relating to the following indicators Economic performance EC1



Direct economic value generated and distributed, including revenues, operating costs, employee compensation, donations and other community investments, retained earnings, and payments to capital providers and governments.



9 – 10



EC2



Financial implications and other risks and opportunities for the organisation’s activities due to climate change.



39 – 43



EC3



Coverage of the organisation’s defined benefit plan obligations.



61, 95



EC6



Policy, practices, and proportion of spending on locally-based suppliers at significant locations of operation.



44



EC7



Procedures for local hiring and proportion of senior management hired from the local community at significant locations of operation.



30 – 31



Market presence



Indirect economic impacts EC9 (A)



Understanding and describing significant indirect economic impacts, including the extent of impacts.
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GRI index continued Performance indicators (continued)



Pages



Environmental Including policies, management systems, management approach and performance relating to the following indicators Energy use EN3



Direct energy consumption by primary energy source.



41



Total water withdrawal by source.



41



Total water use EN8



Emissions, effluents and waste EN16



Total direct and indirect greenhouse gas emissions by weight.



41 – 43



EN17



Other relevant indirect greenhouse gas emissions by weight.



41 – 43



EN22



Total weight of waste by type and disposal method.



39 – 41



Products and services EN26



Initiatives to mitigate environmental impacts of products and services, and extent of impact mitigation.



39 – 43



Labour practices and decent work LA1



Total workforce by employment type, employment contract and region.



30 – 32



LA2



Total number and rate of employee turnover by age group, gender and region.



31 – 32



LA3 (A)



Benefits provided to full-time employees that are not provided to temporary or part-time employees, by major operations.



61 – 66



LA4



Percentage of employees covered by collective bargaining agreements.



33



LA7



Rates of injury, occupational diseases, lost days and absenteeism, and number of work-related fatalities by region.



32, 38



LA8



Education, training, counselling, prevention, and risk-control programmes in place to assist workforce members, their families, or community members with serious diseases.



36 – 37



LA10



Average hours of training per year per employee by employee category.



33



LA11 (A)



Programmes for skills management and lifelong learning that support the continued employability of employees and assist them in managing career endings.



33 – 34



LA12 (A)



Percentage of employees receiving regular performance and career development reviews.



33 – 35



LA13



Composition of governance bodies and breakdown of employees per category according to gender, age group, minority group membership and other indicators of diversity.



64 – 67



Total number of incidents of discrimination and action taken.



31, 62 – 63



Percentage of employees trained in organisation’s anti-corruption policies and procedures.



33



Human rights HR4 Society SO3



Product responsibility PR5 (A)



Practices related to customer satisfaction, including results of surveys measuring customer satisfaction.



63



PR9



Monetary value of significant fines paid/imposed due to non-compliance with laws.



2
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I  Annual financial statements  I



Annual financial statements



People are at the heart of our operations Revolving Around You



TM



Contents Statements of financial position



82



Statements of comprehensive income



83



Statements of changes in equity



84



75



Statements of cash flows



85



Independent auditors’ report



79



Notes to the financial statements



86



Directors’ report



80



Annual financial statements



Directors’ responsibility



74



Company Secretary certificate of compliance



74



Audit and Risk Committee report



preparer The annual financial statements were prepared under the supervision of Mr Johnson, FCPA (Aust.), Chief Financial Officer.
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I  Annual financial statements  I



Directors’ responsibility The directors are responsible for the integrity of the financial statements and related information in the annual report.



The external auditors are responsible for reporting on the financial statements.



For the board to discharge its responsibilities, management has developed and maintains a system of internal financial control. The board has ultimate responsibility for this system of internal control and reviews the effectiveness of its operations primarily through the Audit and Risk Committee and other risk-monitoring committees and functions.



The financial statements are prepared in accordance with International Financial Reporting Standards (IFRS) and incorporate responsible disclosures in line with the accounting philosophy of the Group. The financial statements are based on appropriate accounting policies, consistently applied, and supported by reasonable and prudent judgements and estimates. The directors believe that the Group will be a going concern in the year ahead. For this reason, they continue to adopt the going concern basis in preparing the Group annual financial statements.



Internal financial controls include risk-based systems of accounting and administrative controls designed to provide reasonable, but not absolute, assurance that assets are safeguarded and transactions are executed and recorded in accordance with generally accepted business practices and the Group’s written policies and procedures. These procedures are implemented by trained, skilled staff with clearly defined lines of accountability and appropriate segregation of duties. The controls are monitored by management and include comprehensive budgeting and reporting systems operating within strict deadlines and an appropriate control framework.



The financial statements that appear on pages 82 to 129 have been approved by the board of directors and are signed on its behalf by:



J Brown Non-executive Director 



T Bärwald Chief Executive Officer



Company Secretary certificate of compliance In my opinion as Company Secretary, I hereby certify, in terms of section 88(2) of the Companies Act 71 of 2008, that for the period ended 31 December 2014, Howden Africa Holdings Limited has lodged with the Registrar of Companies all such returns as are required of a public company in terms of the Act and that all such returns are true, correct and up to date.



CC Koopman Company Secretary 23 March 2015
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Audit and Risk Committee report We are pleased to present our report for the financial year ended 31 December 2014. The Audit and Risk Committee is an independent statutory committee appointed by shareholders. Further duties are delegated to it by the board of directors. This report includes both sets of duties and responsibilities.



Committee terms of reference The committee has adopted formal terms of reference approved by the board. The committee has conducted its affairs and discharged its responsibilities in compliance with its terms of reference, which are available on request.



Committee members and meeting attendance The committee is independent and must, under its terms of reference, comprise three independent, non-executive directors. Committee members are nominated by the Remuneration, Nomination, and Social and Ethics committees and then recommended by the board to shareholders for appointment each year. The following directors offer themselves up for election by shareholders in terms of section 94(2) of the Companies Act at the annual general meeting to be held on 2 June 2015 at 13:30: ■■ Mitesh Patel, as chairman ■■ Morongwe Malebye, as member ■■ Humphrey Mathe, as member These directors are all considered independent non-executive directors in terms of both the Companies Act and King III. Suleman Badat, the previous committee chairman, resigned as a director of the Company with effect from 31 October 2014 in order to pursue another career opportunity. Mitesh Patel was appointed as a director of the Company with effect from 15 December 2014 and was appointed as the committee chairman on 17 March 2015. The committee meets at least twice a year as per its terms of reference. During the review period, four meetings were held.
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The Chairman of the board, Chief Executive Officer, Chief Financial Officer, Chief Audit Executive, External Auditor and other assurance providers (legal, compliance, risk, health and safety) attend meetings by invitation only. Refer to page 52 for attendance and annual assessment details and page 65 for a brief CV on each director standing for election to the committee.



Role and responsibilities The committee’s role and responsibilities include statutory duties under the Companies Act and further responsibilities assigned by the board. These responsibilities include, but are not limited to: ■■ Monitoring the integrity of the annual and interim financial statements, the accompanying reports to shareholders and corporate governance statements. ■■ Making recommendations to the board concerning the adoption of the annual and interim financial statements. ■■ Overseeing the Group’s relations with the external auditors, including assessment of independence and effectiveness of the external auditor. ■■ Making recommendations to the board on the appointment, retention and removal of the external auditors and the tendering of external audit services. ■■ Reviewing and monitoring the effectiveness of the Group’s internal control and risk-management systems, including reviewing the process for identifying, assessing and reporting all key risks. ■■ Approving the terms of reference and plans of the internal audit function. ■■ Approving the internal audit plan and reviewing regular reports from the Head of Internal Audit on the effectiveness of the internal control system. ■■ Receiving reports from management on the key risks of the Group and management of those risks. Performance in main areas of responsibility are detailed below: Statutory duties The committee executed its duties in terms of the requirements of King III. Instances where King III requirements have not been applied are explained in the corporate governance statement in the integrated report.
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Audit and Risk Committee report continued External auditor – appointment and independence A key factor that may impair auditors’ independence is a lack of control over non-audit services provided by the external auditors. In essence, the external auditors’ independence is deemed to be impaired if the auditors provide a service that: ■■ results in the auditors acting as a manager or employee of the Group; ■■ puts the auditors in the role of advocate for the Group; and ■■ creates a mutuality of interest between the auditors and the Group.



The committee has satisfied itself that the external auditor was independent of the company, as set out in section 94(8) of the Companies Act, which includes considering previous appointments of the auditor, the extent of other work undertaken by the auditor for the company and 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 the auditor that internal governance processes in the audit firm support its claim to independence.



Howden addresses this issue through three primary measures, namely: ■■ Disclosure of the extent and nature of non-audit services ■■ The prohibition of selected services – this includes the undertaking of internal audit services ■■ Prior to engagement for the provision of non-audit services, approvals must be obtained from: (a) Ernst & Young’s lead audit partner in the US; and (b) Howden’s ultimate controlling parent company, Colfax Corporation.



The external auditors are required to adhere to a rotation policy based on best practice and professional standards in South Africa. The standard period for rotation of the audit engagement partner is five years and, for any key audit partner, seven years. The current audit engagement partner (Charles Trollope) was first appointed in 2013 in accordance with this requirement.



Once above approvals have been obtained, the Howden Africa Audit and Risk Committee will be required to confirm the appointment. Howden’s policy on the provision of non-audit services is regularly reviewed. The committee ensures that the scope of the auditors’ work is sufficient and that the auditors are fairly remunerated. The committee has the authority to engage independent counsel and other advisers as they determine necessary in order to resolve issues on auditors’ independence. An annual assessment is undertaken of the auditors’ effectiveness, independence and objectivity. The effectiveness assessment involves a review, with the senior finance managers in each of the business units and relevant corporate functions, of the audit process, including the planning, execution and reporting activities, and an assessment of the quality, quantity and leadership of each of the external audit teams involved in the audit. Any improvement opportunities identified are discussed with the external auditors. The independence and objectivity assessment is conducted by a review of compliance with the policies in place in the Group and within the external auditors to maintain independence and objectivity. The results of the review are shared with the committee.
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It is Howden’s policy that any partner designated as a key audit partner of Howden shall not be employed by Howden in a key management position unless a period of at least two years has elapsed since the conclusion of the last relevant audit. The committee ensured that the appointment of the auditor complied with the Companies Act and any other legislation on the appointment of auditors. The committee, in consultation with executive management, agreed to the engagement letter, terms, audit plan and budgeted audit fees for the 2014 year. The committee has nominated, for election at the annual general meeting, Ernst & Young as the external audit firm and Charles Trollope as the designated auditor responsible for performing the functions of auditor for the 2015 year. The committee has satisfied itself that the audit firm and designated auditor are accredited as such on the JSE list of auditors and their advisors. Procedure governing non-audit services A policy detailing the procedure for appointing external auditors to carry out non-audit services has been implemented. Financial statements and accounting practices The committee has reviewed the annual financial statements of the Company and Group and is satisfied that these comply with International Financial Reporting Standards.
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Internal financial controls During the year, the Group formally reviewed its key internal financial controls. Based on the results of this review, information and explanations given by management, and discussions with the external auditors on the results of their audit, nothing has come to the attention of the committee that caused it to believe the Group’s system of internal financial controls, as a whole, is not effective. Whistle-blowing The whistle-blowing programme, which is monitored by the committee, is designed to enable employees, customers, suppliers, managers or other stakeholders, on a confidential basis, to raise concerns in cases where conduct is deemed to be contrary to our values. It may include: ■■ Actions that may result in danger to the health and/or safety of people or damage to the environment ■■ Unethical practice in accounting, internal accounting controls, financial reporting and auditing matters ■■ Criminal offences, including money laundering, fraud, bribery and corruption ■■ Failure to comply with any legal obligation ■■ Miscarriage of justice ■■ Any conduct contrary to the ethical principles embraced in our business principles or any similar policy ■■ Any other legal or ethical concern ■■ Concealment of any of the above. The programme makes available a selection of telephonic, email, web-based and surface mail communication channels to any person in the world who has information about unethical practice in Howden and its managed operations. The multilingual communication facilities are operated by independent service providers who remove all indications from information received as to the identity of the callers before submission to designated persons in the Group. Reports received were kept strictly confidential and were referred to appropriate line managers within the Group for resolution. Where appropriate, action was taken to address the issues raised. The reports are analysed and monitored to ensure the process is effective.
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Duties assigned by the board In addition to the statutory duties of the committee, as reported above, and in line with the provisions of the Companies Act, the board has determined further functions for the committee, as set out in the terms of reference. These include: Integrated reporting The committee fulfils an oversight role on the Company’s integrated report. The committee considered the Company’s sustainability information as disclosed in the integrated report and assessed its consistency with operational and other information known to committee members, and for consistency with the annual financial statements. The committee discussed the sustainability information with management and the Chairman of the Sustainability Committee. The committee is satisfied that the sustainability information is reliable and consistent with financial results. The committee has recommended the integrated report for approval by the board of directors. Going concern The committee has reviewed a documented assessment, including key assumptions, prepared by management of the going-concern status of the Company and has made a recommendation to the board. The board’s statement on the going concern status of the company is on page 74. Governance of risk The board has assigned oversight of the Company’s risk management function to the committee in addition to its oversight role on financial reporting risks, internal financial controls, fraud risk as it relates to financial reporting and information technology risk as it relates to financial reporting. During the year, the committee monitored the implementation of risk management systems and processes and has reviewed the Group’s most significant risks as identified by the Exco Risk Committee each quarter. The committee believes the risk management systems and processes in place are appropriate and effective.
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Audit and Risk Committee report continued for the year ended 31 December 2014



Internal audit The committee is responsible for ensuring the Company’s internal audit function is independent and has the necessary resources, standing and authority to discharge its duties. The Group has an internal audit department that reports centrally with responsibility for reviewing and providing assurance on the adequacy of the internal control environment across all of its operations. The Chief Audit Executive is responsible for regularly reporting the findings of internal audit to the committee. The committee also oversees cooperation between the internal and external auditors, and serves as a link between the board of directors and these functions. The internal audit function’s mandate and annual audit coverage plans have been approved by the committee. A summary of audit results and risk management information was presented to the committee and Group senior management at regular intervals throughout the year. The Group’s Chief Audit Executive reports to the committee on the internal audit function’s performance against the agreed internal audit plan. The committee assesses the internal audit function and Chief Audit Executive annually. The 2014 assessment did not reveal any areas of concern and the committee has concluded that: ■■ The internal audit function is adequate and effectively discharged its responsibilities ■■ The competence, qualifications, experience and overall performance of the Chief Audit Executive are satisfactory.
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The Group’s internal audit function has a formal collaboration process in place with the external auditors to ensure efficient coverage of internal controls. The Howden internal audit function is responsible for providing independent assurance to executive management and the board on the effectiveness of the risk-management process throughout the Group. Evaluation of the expertise and experience of the financial Director/Chief Financial Officer and finance function The committee has satisfied itself that the CFO has appropriate expertise and experience and has considered, and satisfied itself, of the appropriateness of the expertise and adequacy of resources of the finance function and experience of senior members of management responsible for the financial function.



Committee assurance The committee is satisfied that it complied with its legal, regulatory or other responsibilities in the 2014 financial year.



Mitesh Patel Chairman 23 March 2015
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Independent auditors’ report for the year ended 31 December 2014



To the Shareholders of Howden Africa Holdings Limited



Opinion



We have audited the consolidated and separate financial statements of Howden Africa Holdings Limited set out on pages 80 to 129, which comprise the statements of financial position as at 31 December 2014, and the statements of comprehensive income, statements of changes in equity and statements of cash flows for the year then ended, and the notes, comprising a summary of significant accounting policies and other explanatory information.



In our opinion, the consolidated and separate financial statements present fairly, in all material respects, the consolidated and separate financial position of Howden Africa Holdings Limited as at 31 December 2014, and its consolidated and separate financial performance and consolidated and separate cash flows for the year then ended in accordance with International Financial Reporting Standards, and the requirements of the Companies Act 71 of 2008, as amended.



Directors’ Responsibility for the Consolidated Financial Statements



Other reports required by the Companies Act



The Company’s directors are responsible for the preparation and fair presentation of these consolidated and separate financial statements in accordance with International Financial Reporting Standards and the requirements of the Companies Act 71 of 2008, as amended, and for such internal control as the directors determine is necessary to enable the preparation of consolidated and separate financial statements that are free from material misstatement, whether due to fraud or error.



As part of our audit of the consolidated and separate financial statements for the year ended 31 December 2014, we have read the directors’ report, the Audit and Risk Committee’s report and the Company Secretary’s certificate, for the purpose of identifying whether there are material inconsistencies between these reports and the audited consolidated and separate financial statements. These reports are the responsibility of the respective preparers. Based on reading these reports we have not identified material inconsistencies between these reports and the audited consolidated and separate financial statements. However, we have not audited these reports and accordingly do not express an opinion on these reports.



Auditors’ Responsibility Our responsibility is to express an opinion on these consolidated and separate financial statements based on our audit. We conducted our audit in accordance with International Standards on Auditing. Those standards require that we comply with ethical requirements and plan and perform the audit to obtain reasonable assurance about whether the consolidated and separate financial statements are free from material misstatement. An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the financial statements. The procedures selected depend on the auditor’s judgement, including the assessment of the risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair presentation of the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness of accounting policies used and the reasonableness of accounting estimates made by management, as well as evaluating the overall presentation of the financial statements. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.
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Ernst & Young Inc. Director – Charles Trollope Registered Auditor Chartered Accountant (SA) Ernst & Young 102 Rivonia Road, Sandton Johannesburg 23 March 2015
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Directors’ report for the year ended 31 December 2014



DIRECTORS’ REPORT The directors’ report forms part of the audited financial statements of the Company and the Group for the year ended 31 December 2014.



Nature of the business The main activities of the Group are the design, manufacture and marketing of specialised air and gas-handling solutions to a wide range of industries. The Group’s principal products include: ■■ Fans and heat exchangers ■■ Environmental control Major industries supplied include power generation, petrochemical, mining, construction, refrigeration, water treatment and general industry.



Business review Financial overview The Group’s earnings per share was 409.54 cents, compared with 474.67 cents in the corresponding period in 2013. This is made up of a 27.2% decline in operating profit, which is explained below, and has been mitigated by improved net finance income of R23.9 million. Orders Orders received during 2014 amounted to R1 587.7 million compared with the corresponding period (2013: R1 757.9 million). The closing order book for 2014 is R882.7 million (2013: R883.4 million). The Environmental Control division’s order intake was R166.3 million compared with R396.3 million in 2013. The division continues to see high levels of tender activity but the award of orders from customers is slow. The expectation remains that large-scale environmental control legislation and general environmental pressure and awareness in Africa will continue, and should improve opportunities in the future.



Revenue Revenue of R1 588.0 million is 5.6% behind the equivalent period in 2013 of R1 682.8 million. The Environmental Control division delivered a significant performance, with revenue rising by 57.9% to R291.3 million (2013: R184.5 million) as it successfully executed orders awarded in 2013 and the first half of 2014. The Fans and Heat Exchangers division saw a decline in revenue of 13.5% to R1 296.7 million (2013: R1 498.3 million). This decline is largely the result of the division not benefiting from the one-off projects on which revenue was reported in 2013 (R255.8 million). Operating profit Operating profit of R326.8 million was reported compared to the corresponding period in 2013 (R448.9 million). The Environmental Control division’s operating profit was 30.8% higher at R30.6 million compared with the corresponding period, as a result of increased revenue. The Fans and Heat Exchangers division’s operating profit was R317.7 million (2013: R447.5 million). The key change was that this division’s operating profit in 2013 included a one-off gain of R109.0 million; excluding this one-off gain, operating profit in 2013 was R338.5 million. The real underlying performance was therefore a 6.1% (R23.0 million) decline from the corresponding period, as a result of reduced revenue from new build and the impact of product mix on margins. Cash flow Howden’s continuing focus on sustainable working capital management resulted in an excellent cash flow performance in 2014. Cash generated from operations for the year, of R404.8 million (2013: R388.9 million), is up on the prior year by 4.1%. The business remains focused on managing its working capital and generating operating cash.



The Fan and Heat Exchangers division’s orders received during 2014 increased to R1 421.4 million (2013: R1 361.6 million), an increase of 4.4% compared with the corresponding period in 2013. A good order intake was experienced, especially for spares and service within power generation and mining, but less so for new build, which experienced a slow-down when compared with the corresponding period in 2013.
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At the date of this report, there had been no changes to these shareholdings.



Group results



Orders received New build Aftermarket Order book New build Aftermarket Revenue Operating profit (EBIT) Operating profit margin (%) Net finance income Tax Profit for the year



2014 Rm



2013 Rm



% change



1 587.7 505.1 1 082.6 882.7 530.7 352.0 1 588.0 326.8



1 757.9 798.1 959.8 883.4 522.6 360.8 1 682.8 448.9



(9.7) (36.7) 12.8 (0.1) 1.5 (2.4) (5.6) (27.2)



20.6 23.9 81.6 269.2



26.7 12.9 149.8 312.0



(22.8) 85.3 (45.5) (13.7)



Segment analysis A segment analysis is set out in note 5 of the annual financial statements.



Other matters Share capital Details of the Company’s share capital, its holding company and its shareholders are given in note 17 to the financial statements. Directorate The names of the directors, secretary and auditors are listed on pages 64 and 67 of the report. Directors’ interests At 31 December 2014, the aggregate direct beneficial interest of directors in the issued ordinary shares of the Company was 909 shares (December 2013: 909).



Subsidiary companies A list of the Company’s subsidiaries and related interests appears in notes 8 and 34 of the report. Management by third parties No business of the Company or its subsidiaries was managed by a third person or company during the financial year, except for managerial services the Company provides to its subsidiaries.



Subsequent events There are no reportable subsequent events.



Dividend In light of the potential BEE ownership transaction the board has resolved not to declare a dividend (2013: 60 cents).



Basis of preparation The financial statements on pages 82 to 129 set out fully the financial position, results of operations and cash flows of the Group for the financial year ended 31 December 2014.



Auditors The board of directors recommend that Ernst & Young be reappointed as auditors of the Company and the Group in terms of the resolution to be proposed at the annual general meeting in accordance with section 270(2) of the Companies Act. For and on behalf of the board.



T Bärwald held 900 shares, acquired when the Company listed in May 1996, with an additional nine in February 1997 connected to an award of capitalisation shares to shareholders declared at the time.



T Bärwald Chief Executive Officer



The directors’ associates hold no interest in the Company.



23 March 2015
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Statements of financial position as at 31 December 2014



Consolidated



Company



Note



2014 R’000



2013 R’000



2014 R’000



2013 R’000



6 7 8 9 10 11 12



104 329 48 060 – 28 745 3 736 16 948 –



98 349 49 015 – 31 259 6 225 14 673 7 911



317 23 157 89 310 2 010 – – –



399 24 813 89 310 – – – 7 911



201 818



207 432



114 794



122 433



225 405 282 227 68 109 24 216 627 688



330 335 239 833 181 261 1 472 346 044



– 35 974 – – 91 736



– 40 914 – – 44 704



1 227 645



1 098 945



127 710



85 618



1 429 463



1 306 377



242 504



208 051



657 821 087



657 559 418



657 157 898



657 152 251



821 744



560 075



158 555



152 908



1 417 81 602 6 301 4 875 24 214



1 345 93 776 – – 15 124



– – – 4 875 –



1 345 – – – –



118 409



110 245



4 875



1 345



437 392 40 679 277 510 – 10 452



318 558 230 432 33 324 – 2 973 50 770



78 797 – 277 – – –



53 686 – 112



489 310



636 057



79 074



53 798



607 719



746 302



83 949



55 143



1 429 463



1 306 377



242 504



208 051



ASSETS Non-current assets Property, plant and equipment Intangible assets Investment in subsidiaries Deferred tax assets Amounts due from customers for contract work Trade and other receivables Pension fund plan surplus Current assets Inventories Trade and other receivables Amounts due from customers for contract work Current income tax asset Cash and cash equivalents



15 11 10 16 14



Total assets



EQUITY Share capital Retained earnings and other reserves



17



Total equity



LIABILITIES Non-current liabilities Deferred tax liabilities Amounts due to customers for contract work Government grants Pension fund plan deficit Provisions Current liabilities Trade and other payables Amounts due to customers for contract work Current income tax liabilities Government grants Bank overdraft Provisions Total liabilities



TOTAL EQUITY AND LIABILITIES
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Statements of comprehensive income for the year ended 31 December 2014



Consolidated Note Revenue Cost of sales



21



Gross profit Distribution costs Administrative expenses Other income



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



1 588 022 (1 086 529)



1 682 832 (1 037 761)



70 828 –



118 697 –



501 493 (37 191) (141 395) 3 940



645 071 (37 490) (164 819) 6 123



70 828 – (55 058) 636



118 697 – (60 199) –



Operating profit Investment income Finance costs



22 23 24



326 847 23 961 (23)



448 885 14 623 (1 700)



16 406 780 (16)



58 498 2 423 –



Profit before income tax Income tax expense



25



350 785 (81 596)



461 808 (149 811)



17 170 (4 764)



60 921 (7 022)



269 189



311 997



12 406



53 899



500 (1 557) 296



– – –



– – –



– – –



(761)



–



–



–



(9 388) 2 629



(19 078) 5 342



(9 388) 2 629



(19 078) 5 342



Net other comprehensive loss not to be reclassified to profit or loss in subsequent periods



(6 759)



(13 736)



(6 759)



(13 736)



Other comprehensive loss for the year, net of tax



(7 520)



(13 736)



(6 759)



(13 736)



261 669



298 261



5 647



40 163



Cents



Cents



Cents



Cents



Profit for the year Other comprehensive income: Other comprehensive income to be reclassified to profit or loss in subsequent periods: Currency forward contracts: Reclassification during the year to profit or loss Net loss during the year of the not yet matured contracts Tax impact of cash flow hedges Net other comprehensive loss to be reclassified to profit or loss in subsequent periods Other comprehensive income not to be reclassified to profit or loss in subsequent periods: Pension fund plan loss Tax impact of pension fund plan loss



12



Total comprehensive income for the year, net of tax Earnings per share – basic and diluted



27



409.54



474.67



–



–



– headline earnings



27



410.22



475.27



–



–
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Statements of changes in equity for the year ended 31 December 2014



Note



Share capital R’000



Retained earnings R’000



Pension fund plan surplus/ (deficit) R’000



Cash flow hedge reserve R’000



Total R’000



26



657 – –



284 740 311 997 (39 438)



15 855 (13 736) –



– – –



301 252 298 261 (39 438)



Balance at 31 December 2013



657



557 299



2 119



–



560 075



Balance at 1 January 2014 Total comprehensive income Profit and loss Other comprehensive loss for the year



657 – – –



557 299 269 189 269 189 –



2 119 (6 759) – (6 759)



– (761) – (761)



560 075 261 669 269 189 (7 520)



Balance at 31 December 2014



657



826 488



(4 640)



(761)



821 744



657 – –



135 671 53 899 (39 438)



15 855 (13 736) –



– – –



152 183 40 163 (39 438)



Balance at 31 December 2013



657



150 132



2 119



–



152 908



Balance at 1 January 2014 Total comprehensive income



657 –



150 132 12 406



2 119 (6 759)



– –



152 908 5 647



Profit and loss



–



12 406



–



–



12 406



Other comprehensive loss for the year



–



–



(6 759)



–



(6 759)



657



162 538



(4 640)



–



158 555



CONSOLIDATED Balance at 1 January 2013 Total comprehensive income Dividends paid



COMPANY Balance at 1 January 2013 Total comprehensive income Dividends paid



Balance at 31 December 2014



84



26



Howden  I  Integrated annual report 2014



Statements of cash flows for the year ended 31 December 2014



Consolidated



Company



Note



2014 R’000



2013 R’000



2014 R’000



2013 R’000



29 24 16



404 774 (23) (131 877)



388 890 (1 700) (118 823)



45 848 (16) (5 325)



27 795 – (8 285)



272 874



268 367



40 507



19 510



– 23 961 (19 156) 7 448 (633)



– 14 623 (27 409) – (383)



– 6 525 – – –



40 000 5 596 – – –



123



163



–



–



11 743



(13 006)



6 525



45 596



–



(39 438)



–



(39 438)



–



(39 438)



–



(39 438)



Net increase in cash and cash equivalents



284 617



215 923



47 032



25 668



Cash and cash equivalents at beginning of year



343 071



127 148



44 704



19 036



627 688



343 071



91 736



44 704



Cash flow from operating activities Cash generated from operations Interest paid Income tax paid Net cash generated from operating activities Cash flow from investing activities Dividend received Interest received Purchases of property, plant and equipment* Government grant received Purchases of intangible assets Proceeds from disposal of property, plant and equipment



19



30



Net cash generated from investing activities Cash flow from financing activities Dividends paid



26



Net cash used in financing activities



Cash and cash equivalents at end of year



14



* The purchases of property, plant and equipment relate to the renovations and improvements of the current buildings and machinery to maintain production capacity. Refer to note 6.
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Notes to the financial statements for the year ended 31 December 2014



1. GENERAL INFORMATION



Howden Africa Holdings Limited (HAHL) and its subsidiaries design, manufacture and market specialised air and gas-handling solutions to a wide range of industries. The Group has manufacturing plants in Johannesburg and Port Elizabeth and sells its products mainly in South Africa. The major industries it supplies are power generation, petrochemical, mining, agriculture, construction, refrigeration, water treatment, transportation and general industry. The Group and Company consolidated financial statements were authorised for issue by the board of directors on 23 March 2015.



2. ACCOUNTING POLICIES



The principal accounting policies applied in the preparation of the Group consolidated financial statements are set out below. The Group policies have been consistently applied to all the years presented. The Group annual financial statements incorporate the annual financial statements of the Company (Howden Africa Holdings Limited) and the entities it controls as at 31 December 2014, using consistent accounting policies at a consolidated and separate company level, where applicable. 2.1 Basis of preparation The Group and Company financial statements of Howden Africa Holdings Limited have been prepared in accordance with International Financial Reporting Standards (IFRS), the South African Companies Act, 2008, the JSE Listings Requirements and the SAICA Financial Reporting Guides as issued by the Accounting Practices Committee. The consolidated financial statements are prepared on the historical cost basis except for financial assets and financial liabilities (including derivative instruments) measured at fair value through profit or loss. The preparation of financial statements in conformity with IFRS requires the use of certain critical accounting estimates. It requires management to exercise its judgement in the process of applying the Group’s accounting policies. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the consolidated financial statements, are disclosed in note 4. (a) Standards, amendments and interpretations effective in 2014 The accounting policies adopted are consistent with those of the previous financial year, except for the following amendments to IFRS, applicable to the Group: ■■ IAS 32 Financial Instruments: Presentation (Amendment) – Offsetting of Financial Assets and Financial Liabilities (1 January 2014). The amendment has no effect on the presentation and disclosure for the Group, since none of the entities in the Group has any offsetting arrangement. ■■ IAS 36 Disclosure Requirements for the Recoverable Amount of Impaired Assets (1 January 2014). The amendments to IAS 36 Impairment of assets clarify the disclosure requirements in respect of fair value less costs of disposal. The amendments remove the requirement to disclose the recoverable amount for each cash-generating unit for which the carrying amount of goodwill or intangible assets with indefinite useful lives allocated to that unit is significant. ■■ IAS 39 Novation of Derivatives and Continuation of Hedge Accounting – Amendments to IAS 36 (1 January 2014). The amendments provide an exception to the requirement to discontinue hedge accounting in certain circumstances in which there is a change in counterparty to a hedging instrument in order to achieve clearing for that instrument. The amendment has no effect on the presentation and disclosure for the Group. ■■ IFRIC 21 Levies (1 January 2014) IFRIC 21 is applicable to all levies other than outflows that are within the scope of other standards (eg IAS 12 Income Taxes) and fines or other penalties for breaches of legislation. Levies are defined in the interpretation as outflows of resources embodying economic benefits imposed by government on entities in accordance with legislation. ■■ Investment Entities (Amendments to IFRS 10, IFRS 12 and IAS 27) (1 January 2014) These amendments provide an exception to the consolidation requirement for entities that meet the definition of an investment entity under IFRS 10 Consolidated Financial Statements and must be applied retrospectively, subject to certain transition relief. The exception to consolidation requires investment entities to account for subsidiaries at fair value through profit or loss. These amendments have no impact on the Group, since none of the entities in the Group qualifies to be an investment entity under IFRS10.
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2. ACCOUNTING POLICIES (continued)



2.1 Basis of preparation (continued) (a) Standards, amendments and interpretations effective in 2014 (continued) Annual improvements 2010 – 2012 cycle In the 2010 – 2012 annual improvements cycle, the IASB issued seven amendments to six standards, which included an amendment to IFRS 13 Fair Value Measurement. The amendment to IFRS 13 is effective immediately and, thus, for periods beginning at 1 January 2014, and it clarifies in the Basis for Conclusions that short-term receivables and payables with no stated interest rates can be measured at invoice amounts when the effect of discounting is immaterial. 



(b) Standards, amendments and interpretations to existing standards that are not yet effective and have not been early adopted by the Group Standards already issued but not effective on the issuance of the Group’s financial statements are listed below. The list contains standards and interpretations issued which are expected to be applicable at a future date. The intention of the Group is to adopt these standards, if applicable, when they become effective. ■■ Amendment



to IAS 19 Defined Benefit Plans: Employee Contributions IAS 19 requires an entity to consider contributions from employees or third parties when accounting for a defined benefit plan. Where the contributions are linked to service, they should be attributed to periods of service as a negative benefit. These amendments clarify that, if the amount of the contribution is independent of the number of years of service, an entity is permitted to recognise such contributions as a reduction in the service cost in the period in which the service is rendered, instead of allocating the contributions to the periods of service. This amendment is effective for annual periods beginning on or after 1 July 2014. The amendment will result in a reduction in service costs for the Defined Benefit Scheme, resulting in an increase in profit. ■■ IAS 24 Related Party Disclosures A management entity (an entity that provides key management personnel services) is a related party subject to the related party disclosure. The entity is required to disclose the expenses incurred for the management services. Adoption of the standard will result in additional disclosure for the Group and will have no financial impact. ■■ Amendment to IAS 16 and IAS 38: Clarification of Acceptable Methods of Depreciation and Amortisation The option to use a revenue-based method of depreciation has been removed and will be used only in exceptional circumstances such as amortisation of intangible assets. This amendment is effective for annual periods beginning on or after 1 January 2016 and is to be applied prospectively with early adoption permitted. The amendment has no effect on the Group as the accounting policy used is not affected. ■■ IFRS 8 Operating Segments The amendment is applied retrospective and clarifies that: An entity must disclose judgements made by management in applying the aggregation criteria in paragraph 12 of IFRS 8, including a brief description of the operating segments that have been aggregated and the economic characteristics (eg sales and gross margins) used to assess whether the segments are “similar”. The reconciliation of segment assets to total assets is only required to be disclosed if the reconciliation is reported to the chief operating decision-maker, similar to the required disclosure for segment liabilities. The statement is effective 1 July 2014 and will result in additional disclosure for the Group. ■■ Amendment to IAS 27: Equity Method in Separate Financial Statements The amendment allows a company to account for an investment in a subsidiary using the equity method. A retrospective application is needed for a company that has already adopted IFRS. This amendment is effective for annual periods beginning on or after 1 January 2016, with early adoption permitted. The amendment will have no impact as Group policy is that investments in subsidiaries are accounted for by the Company at cost less impairment.
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Notes to the financial statements continued for the year ended 31 December 2014



2. ACCOUNTING POLICIES (continued) 2.1 Basis of consolidation (continued) Other improvements to IFRS (cycles 2010 – 2012 and 2011 – 2013) (1 July 2014) The Group is in the process of evaluation the effects of these standards, refer below. These standards are not expected to have a significant impact on the Group’s financial position or performance, while presentation and additional disclosures may be required. ■■ IFRS 1 First-time Adoption of International Financial Reporting Standards – Meaning of ‘effective IFRSs’ ■■ IFRS 13 Fair Value Measurement – Short-term Receivables and Payables ■■ IAS 19 Defined Benefit Plans: Employee Contributions – Amendments to IAS 19 ■■ IFRS 2 Share-based Payment – Definition of Vesting Conditions ■■ IFRS 3 Business Combinations – Accounting for Contingent Consideration in a Business Combination ■■ IFRS 8 Operating Segments – Aggregation of Operating Segments ■■ IFRS 8 Operating Segments – Reconciliation of the Total of the Reportable Segments’ Assets to the Entity’s Assets ■■ IAS 16 Property, Plant and Equipment and IAS 38 Intangible Assets – Revaluation Method – Proportionate Restatement of Accumulated Depreciation/Amortisation ■■ IAS 24 Related Party Disclosures – Key Management Personnel ■■ IFRS 3 Business Combinations – Scope Exceptions for Joint Ventures ■■ IFRS 13 Fair Value Measurement – Scope of paragraph 52 (portfolio exception) ■■ IAS 40 Investment property – Interrelationship between IFRS 3 and IAS 40 (ancillary services) ■■ IFRS 15 Revenue from Contracts with Customers ■■ IFRS 9 Financial Instruments. 2.2 Basis of consolidation The consolidated financial statements comprise the financial statements of the Company and its subsidiaries as at 31 December 2014. The consolidated financial statements comprise the financial statements of the Group and its subsidiaries as at 31 December 2014. Control is achieved when the Group is exposed, or has rights, to variable returns from its involvement with the investee and has the ability to affect those returns through its power over the investee. 



Specifically, the Group controls an investee if and only if the Group has: over the investee (ie existing rights that give it the current ability to direct the relevant activities of the investee); ■■ exposure, or rights, to variable returns from its involvement with the investee; and ■■ the ability to use its power over the investee to affect its returns. ■■ power



When the Group has less than a majority of the voting or similar rights of an investee, the Group considers all relevant facts and circumstances in assessing whether it has power over an investee, including: ■■ the contractual arrangement with the other vote holders of the investee; ■■ rights arising from other contractual arrangements; and ■■ the Group’s voting rights and potential voting rights. The Group reassesses whether or not it controls an investee if facts and circumstances indicate that there are changes to one or more of the three elements of control. Consolidation of a subsidiary begins when the Group obtains control over the subsidiary and ceases when the Group loses control of the subsidiary. Assets, liabilities, income and expenses of a subsidiary acquired or disposed of during the year are included in the statement of comprehensive income from the date the Group gains control until the date the Group ceases to control the subsidiary. The financial statements of the subsidiaries are prepared for the same reporting period as the parent company, using consistent accounting policies. Inter-company transactions, balances and unrealised gains and dividends on transactions between companies are eliminated. Investments in subsidiaries are accounted for by the Company at cost less impairment. Cost includes consideration transferred and direct attributable costs of investment.
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2. ACCOUNTING POLICIES (continued) 2.2 Basis of consolidation (continued) Business combinations and goodwill Business combinations are accounted for using the acquisition method. The cost of an acquisition is measured as the aggregate of the consideration transferred measured at acquisition date fair value and the amount of any noncontrolling interest in the acquiree. For each business combination, the Group elects whether to measure the noncontrolling interest in the acquiree at fair value or at the proportionate share of the acquiree’s identifiable net assets. Acquisition-related costs are expensed as incurred and included in administrative expenses. When the Group acquires a business, it assesses the financial assets and liabilities assumed for appropriate classification and designation in accordance with the contractual terms, economic circumstances and pertinent conditions as at the acquisition date. This includes the separation of embedded derivatives in host contracts by the acquiree. If the business combination is achieved in stages, the previously held equity interest is remeasured at its acquisition date fair value and any resulting gain or loss is recognised in profit or loss. Any contingent consideration to be transferred by the acquirer will be recognised at fair value at the acquisition date. Contingent consideration classified as an asset or liability that is a financial instrument and within the scope of IAS 39 Financial Instruments: Recognition and Measurement, is measured at fair value with changes in fair value recognised in either profit or loss or as a change to other comprehensive income. If the contingent consideration is not within the scope of IAS 39, it is measured in accordance with the appropriate IFRS. Contingent consideration that is classified as equity is not remeasured and subsequent settlement is accounted for within equity. Goodwill is initially measured at cost, being the excess of the aggregate of the consideration transferred and the amount recognised for non-controlling interest over the net identifiable assets acquired and liabilities assumed. If the fair value of the net assets acquired is in excess of the aggregate consideration transferred, the gain is recognised in profit or loss. After initial recognition, goodwill is measured at cost less any accumulated impairment losses. For the purpose of impairment testing, goodwill acquired in a business combination is, from the acquisition date, allocated to each of the Group’s cash-generating units that are expected to benefit from the combination, irrespective of whether other assets or liabilities of the acquiree are assigned to those units. Where goodwill has been allocated to a cash-generating unit and part of the operation within that unit is disposed of, the goodwill associated with the disposed operation is included in the carrying amount of the operation when determining the gain or loss on disposal. Goodwill disposed in these circumstances is measured based on the relative values of the disposed operation and the portion of the cashgenerating unit retained. When the Group ceases to have control or significant influence, any retained interest in the entity is remeasured to its fair value, with the change in carrying amount recognised in profit or loss. The fair value is the initial carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture or financial asset. In addition, any amounts previously recognised in other comprehensive income in respect of that entity are accounted for as if the Group had directly disposed of the related assets or liabilities. This may mean that amounts previously recognised in other comprehensive income are reclassified to profit or loss. 2.3 Segment reporting Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decision-maker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as the Howden Africa board. The operating results of each operating segment are separately monitored for the purpose of making decisions about resource allocation and performance assessment. Segment performance is evaluated based on operating profit or loss and is measured consistently with operating profit or loss in the consolidated financial statements. The Group’s operations mainly comprise specialised engineering products for air and gas solutions which can be differentiated into two main reportable segments, namely Fans and Heat Exchangers, and Environmental Control. Revenue by geographic segment is allocated based on the country in which the customer is located. Total assets and capital expenditure by geographic segment are allocated based on where the assets are located. Transfer prices between operating segments are at an arm’s length basis in a manner similar to transactions with third parties.
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Notes to the financial statements continued for the year ended 31 December 2014



2. ACCOUNTING POLICIES (continued) 2.4 Foreign currency translation (a) Functional and presentation currency Items included in the financial statements for each of the Group’s entities are measured using the currency of the primary economic environment in which that entity operates (the functional currency). The consolidated financial statements are presented in rand, which is the functional and presentation currency of Howden Africa Holdings Limited. (b) Transactions and balances Foreign currency transactions are translated into the functional currency of Group entities using the exchange rate prevailing at the dates of the transactions or valuation where items are remeasured. Foreign exchange gains or losses resulting from the settlement of transactions and from the translation at year-end exchange rates of monetary assets and liabilities denominated in foreign currencies are recognised in profit or loss under finance income and costs. Non-monetary items that are measured in terms of historical cost in a foreign currency are translated using the exchange rates at the dates of the initial transactions. Non-monetary items measured at fair value in a foreign currency are translated using the exchange rates at the date when the fair value is determined. The gain or loss arising on translation of non-monetary items measured at fair value is treated in line with the recognition of gain or loss on change in fair value of the item (ie translation differences on items whose fair value gain or loss is recognised in other comprehensive income or profit or loss are also recognised in other comprehensive income or profit or loss respectively). 2.5 Property, plant and equipment Property, plant and equipment are recorded at cost less accumulated depreciation and impairments. Land and buildings comprise mainly factories and offices. The cost includes expenditure that is directly attributable to the acquisition of the items and borrowing costs for long-term construction projects if the recognition criteria are met. Subsequent costs are included in the assets’ carrying amount or recognised as a separate asset, only when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item can be measured reliably. All other repairs and maintenance are charged to profit or loss in the statements of comprehensive income during the financial period in which they are incurred. Land is not depreciated. Depreciation on other assets is calculated using the straight-line method spreading the difference between cost and residual value over the estimated useful life as follows: Buildings Plant and equipment Patterns and dies Office furniture and equipment Motor vehicles IT equipment 



50 years 2 to 10 years 3 years 3 to 10 years 4 years 3 to 5 years



The assets’ residual values, methods of depreciation and useful lives are reviewed, and adjusted prospectively if appropriate, at each reporting date. An asset’s carrying amount is written down immediately to its recoverable amount if its carrying amount is greater than its recoverable amount (see impairment of non-financial assets below). An item of property, plant and equipment and any significant part initially recognised is derecognised upon disposal or when no future economic benefits are expected from its use or disposal. Any gain or loss arising on derecognition of the asset (calculated as the difference between the net disposal proceeds and the carrying amount of the asset) is included in profit or loss in the statements of comprehensive income when the asset is derecognised. 2.6 Intangible assets (i) Goodwill Goodwill represents the excess of the cost of an acquisition over the fair value of the Group’s share of the net identifiable assets of the acquired subsidiary at the date of acquisition. Goodwill on acquisitions of subsidiaries is included in “intangible assets” and is tested for impairment as part of the overall balance. Separately recognised goodwill is tested annually for impairment, or more frequently when there is an event that indicates potential impairment, and carried at cost less accumulated impairment losses. Impairment losses on goodwill are not reversed. Gains or losses on disposal of an entity include the carrying amount of goodwill relating to the entity sold. 90
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2. ACCOUNTING POLICIES (continued) 2.6 Intangible assets (continued) (i) Goodwill (continued) Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those cash-generating units or groups of cash-generating units that are expected to benefit from the business combination in which the goodwill arose according to operating segments. Goodwill is tested for impairment on an annual basis (refer to impairment of non-financial assets below). (ii) Trademarks Trademarks acquired in a business combination are recognised at fair value at the acquisition date. Trademarks have a finite useful life and are carried at cost less accumulated amortisation and impairment and calculated using the straight-line method to allocate the cost of trademarks over their estimated useful lives which is considered to be 25 years. (iii) Computer software Acquired computer software is capitalised on the basis of the costs incurred and subsequently recognised at cost less accumulated amortisation and impairment. The cost is amortised over the estimated useful life of the software, usually between three and five years. 2.7 Impairment (a) Non-financial assets Assets that are subject to depreciation or amortisation are reviewed for impairment whenever events or changes in circumstances indicate that the carrying amount may not be recoverable. An impairment loss is recognised for the amount by which the asset’s carrying amount exceeds its recoverable amount. Impairment losses are recognised as an expense immediately and are written off in the statements of comprehensive income. The recoverable amount is the higher of an asset’s fair value less costs of disposal or value in use. For the purpose of assessing impairment, the Group estimates the asset’s or CGU’s (cash-generating unit) recoverable amount. A CGU is the lowest level for which separately identifiable cash flows can be determined. In assessing value in use, the estimated future cash flows are discounted to their present value using a pre-tax discount rate that reflects current market assessments of the time value of money and the risks specific to the asset. In determining fair value less costs of disposal, recent market transactions are taken into account. If no such transactions can be identified, an appropriate valuation model is used. The Group bases its impairment calculation on detailed budgets and forecast calculations, which are prepared separately for each of the Group’s CGUs to which the individual assets are allocated. These budgets and forecast calculations generally cover a period of five years. For longer periods, a long-term growth rate is calculated and applied to project future cash flows after the fifth year. For assets excluding goodwill, an assessment is made at each reporting date to determine whether there is any indication that previously recognised impairment losses no longer exist or have decreased. If such indication exists, the Group estimates the asset’s or CGU’s recoverable amount. Where an impairment loss subsequently reverses, the carrying amount of the asset or cash-generating unit is increased to the revised estimate of its recoverable amount, to the extent that the increased carrying amount does not exceed the carrying amount that would have been determined had no impairment loss been recognised for the asset or cash-generating unit in prior years. A reversal of an impairment loss is recognised as income immediately. Goodwill impairments are not reversed. (b) Financial assets Assets carried at amortised cost The Group assesses at the end of each reporting period whether there is objective evidence that a financial asset or group of financial assets is impaired. A financial asset or a group of financial assets is impaired and impairment losses are incurred only if there is objective evidence of impairment as a result of one or more events that occurred after the initial recognition of the asset (a loss event) and that loss event (or event) has an impact on the estimated future cash flows of the financial asset or group of financial assets that can be reliably estimated. The criteria that the Group uses to determine that there is objective evidence of an impairment loss include indications that the debtors or a group of debtors is experiencing significant financial difficulty, default or delinquency in interest or principal payments, the probability that they will enter bankruptcy or other financial reorganisation and observable data indicating that there is a measurable decrease in the estimated future cash flows, such as changes in arrears or economic conditions that correlate with defaults. Howden  I  Integrated annual report 2014
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2. ACCOUNTING POLICIES (continued) 2.7 Impairment (continued) (a) Non-financial assets (continued) The Group first assesses whether objective evidence of impairment exists individually for financial assets that are individually significant, or collectively for financial assets that are not individually significant. If the Group determines that no objective evidence of impairment exists for an individually assessed financial asset, whether significant or not, it includes the asset in a group of financial assets with similar credit risk characteristics and collectively assesses them for impairment. Assets that are individually assessed for impairment and for which an impairment loss is, or continues to be, recognised are not included in a collective assessment of impairment. The amount of the loss is measured as the difference between the asset’s carrying amount and the present value of estimated future cash flows (excluding future credit losses that have not been incurred) discounted at the financial asset’s original effective interest rate. The carrying amount of the asset is reduced and the amount of the loss is recognised in the statements of comprehensive income. If a loan has a variable interest rate, the discount rate for measuring any impairment loss is the current effective interest rate determined under the contract. The carrying amount of the asset is reduced through the use of an allowance account and the loss is recognised in profit or loss. Interest income continues to be accrued on the reduced carrying amount and is accrued using the rate of interest used to discount the future cash flows for the purpose of measuring the impairment loss. The interest income is recorded as finance income in the income statement. Financial assets, together with the associated allowance, are written off when there is no realistic prospect of future recovery and all collateral has been realised or has been transferred to the Group. If, in a subsequent year, the amount of the estimated impairment loss increases or decreases because of an event occurring after the impairment was recognised, the previously recognised impairment loss is increased or reduced by adjusting the allowance account. If a write-off is later recovered, the recovery is credited to finance costs in profit or loss. 2.8 Financial instruments 2.8.1 Financial assets Initial recognition and measurement The Group classifies its financial assets in the following categories: at fair value through profit or loss, or loans and receivables, as appropriate. The classification depends on the purpose for which the financial assets were acquired. The Group determines the classification of its financial assets at initial recognition. All financial assets are recognised initially at fair value plus transaction costs, except in the case of financial assets recorded at fair value through profit or loss. Subsequent measurement (a) Financial assets at fair value through profit or loss Financial assets at fair value through profit or loss are financial assets held for trading. A financial asset is classified in this category if acquired principally for the purpose of selling in the short term. Derivatives are also categorised as held for trading. Assets in this category are classified as current assets. Financial assets at fair value through profit or loss are carried in the statement of financial position at fair value with net changes in fair value presented as finance costs (negative net changes in fair value) or finance income (positive net changes in fair value) in the statement of comprehensive income. (b) Loans and receivables Loans and receivables are non-derivative financial assets with fixed or determined payments that are not quoted in an active market. Trade receivables are amounts due from customers for merchandise sold or services performed in the ordinary course of business. They are included in the current assets, except for maturities greater than 12 months after the end of the reporting period. These are classified as non-current assets. The Group’s loans and receivables are subsequently carried at amortised cost using the effective interest rate method, less impairment. The effective interest rate amortisation is included in finance income in profit or loss. The losses arising from impairment are recognised in profit or loss in finance costs for loans and in cost of sales or other operating expenses for receivables.
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2. ACCOUNTING POLICIES (continued) 2.8 Financial instruments (continued) 2.8.1 Financial assets (continued) Cash and cash equivalents include cash in hand, deposits held at call with banks, other short-term highly liquid investments with original maturities of three months or less and bank overdrafts. Bank overdrafts are shown within borrowings in current liabilities on the statement of financial position. For the purpose of the consolidated statement of cash flows, cash and cash equivalents consist of cash and short-term deposits as defined above, net of outstanding bank overdrafts. Derecognition A financial asset (or, where applicable, a part of a financial asset or part of a group of similar financial assets) is derecognised when: ■■ the rights to receive cash flows from the asset have expired; and ■■ the Group has transferred its rights to receive cash flows from the asset or has assumed an obligation to pay the received cash flows in full without material delay to a third party under a “pass-through” arrangement. Either (a) the Group has transferred substantially all the risks and rewards of the asset, or (b) the Group has neither transferred nor retained substantially all the risks and rewards of the asset, but has transferred control of the asset. 2.8.2 Financial liabilities Initial recognition and measurement The Group classifies its financial liabilities in the following categories: at fair value through profit or loss, or loans and borrowings, as appropriate. The Group determines the classification of its financial liabilities at initial recognition. All financial liabilities are recognised initially at fair value and, in the case of loans and borrowings, inclusive of directly attributable transaction costs. The Group’s financial liabilities include trade and other payables, derivative financial instruments, bank overdrafts, loans and borrowings, and financial guarantee contracts. Subsequent measurement (a) Loans and borrowings Borrowings are subsequently stated at amortised cost using the effective interest rate method. Borrowings are classified as current liabilities unless the Group has an unconditional right to defer settlement of the liability for at least 12 months after the reporting date. (b) Trade payables Trade payables are obligations to pay for goods or services that have been acquired in the ordinary course of business from suppliers. Accounts payable are classified as current liabilities if payment is due within one year or less (or in the normal operating cycle of the business if longer). If not, they are presented as noncurrent liabilities. 



Trade payables are subsequently measured at amortised cost using the effective interest rate method.



Derecognition A financial liability is derecognised when the obligation under the liability is discharged or cancelled, or expires. When an existing financial liability is replaced by another from the same lender on substantially different terms, or the terms of an existing liability are substantially modified, such an exchange or modification is treated as the derecognition of the original liability and the recognition of a new liability. The difference in the respective carrying amounts is recognised in profit or loss in the statement of comprehensive income. 2.8.3 Fair value of financial instruments The Group measures financial instruments, such as derivatives, as well as other financial assets and liabilities, at fair value at each reporting date. Also, fair values of financial instruments measured at amortised cost are disclosed in note 13. Fair value is the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between market participants at the measurement date.
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2. ACCOUNTING POLICIES (continued) 2.8 Financial instruments (continued) 2.8.3 Fair value of financial instruments (continued) The fair value of an asset or a liability is measured using the assumptions that market participants would use when pricing the asset or liability, assuming that market participants act in their economic best interest. A fair value measurement of a non-financial asset takes into account a market participant’s ability to generate economic benefits by using the asset in its highest and best use or by selling it to another market participant that would use the asset in its highest and best use. The Group uses valuation techniques that are appropriate in the circumstances and for which sufficient data are available to measure fair value, maximising the use of relevant observable inputs and minimising the use of unobservable inputs. All assets and liabilities for which fair value is measured or disclosed in the financial statements are categorised within the fair value hierarchy, described as follows, based on the lowest level input that is significant to the fair value measurement as a whole: Level 1 – Quoted (unadjusted) market prices in active markets for identical assets or liabilities Level 2 – Valuation techniques for which the lowest level input that is significant to the fair value measurement is directly or indirectly observable Level 3 – Valuation techniques for which the lowest level input that is significant to the fair value measurement is unobservable. For the purpose of fair value disclosures, the Group has determined classes of assets and liabilities on the basis of the nature, characteristics and risks of the asset or liability and the level of the fair value hierarchy as explained above. 2.9 Derivative financial instruments and hedging activities Derivative financial instruments, principally forward foreign exchange contracts, are used as hedges in the financing and financial risk management of the Group and are initially measured at fair value on the date a derivative contract is entered into and subsequently remeasured at their fair value. Derivatives are carried as financial assets when the fair value is positive and as financial liabilities when the fair value is negative. Cash flow hedges Foreign currency risk Foreign exchange forward contracts measured at fair value through other comprehensive income are designated as hedging instruments in cash flow hedges of highly probable forecast transactions in foreign currencies. While the Group also enters into other foreign exchange forward contracts with the intention of reducing the foreign exchange risk of expected sales and purchases, these other contracts are not designated in hedge relationships and are measured at fair value through profit or loss. 2.10 Inventories Inventories are valued at the lower of cost and net realisable value. Cost is determined using the average cost basis. The cost of finished goods and work in progress comprises direct expenditure and attributable overheads based on normal operating capacity, excluding borrowing costs. The cost of raw material is the purchase cost determined on the FIFO basis. Net realisable value is the estimated selling price less all estimated costs of completion and costs necessary to make the sale. 



Where necessary, provision is made for obsolete, slow-moving and defective inventory.



2.11 Share capital Ordinary shares are classified as equity. Incremental costs directly attributable to the issue of new shares or options are shown in equity as a deduction from the proceeds, net of tax. Where any Group company purchases the Company’s equity share capital, the consideration paid, including any directly attributable incremental costs (net of income tax), is deducted from equity attributable to the Company’s equity holders until the shares are cancelled, reissued or disposed of. Where such shares are subsequently sold or reissued, any consideration received, net of any directly attributable incremental transaction costs and the related income tax effects, is included in equity attributable to the Company’s equity holders.
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2. ACCOUNTING POLICIES (continued)



2.12 Provisions Provisions for warranty and product liability are recognised when the Group has a present legal or constructive obligation as a result of past events, it is more likely than not that an outflow of resources will be required to settle the obligation and the amount can be reliably estimated. When the Group expects some or all of a provision to be reimbursed, for example, under an insurance contract, the reimbursement is recognised as a separate asset, but only when the reimbursement is virtually certain. The expense relating to a provision is presented in profit or loss net of any reimbursement. Provisions are not recognised for future operating losses. If the effect of discounting is material, provisions are determined by discounting the expected value of future cash flows at a pre-tax discount rate that reflects current market assessments of the time value of money and, where appropriate, the risks specific to the liability. The increase in the provision due to passage of time is recognised as interest expense. 2.13 Current and deferred income tax The tax expense for the period comprises current and deferred tax. Tax is recognised in profit or loss in the statement of comprehensive income, except to the extent that it relates to items recognised directly in other comprehensive income. In this case, the tax is also recognised in other comprehensive income. The current income tax charge is calculated on the basis of tax laws enacted or substantively enacted at the report date. Management periodically evaluates positions taken in tax returns with respect to situations in which applicable tax regulations are subject to interpretation and establishes provisions where appropriate on the basis of amounts expected to be paid to the tax authorities. Deferred tax is provided in full, using the liability method, on temporary differences arising between the tax basis of assets and liabilities and their carrying amounts in the consolidated financial statements. However, the deferred tax is not accounted for if it arises from initial recognition of an asset or liability in a transaction other than a business combination that at the time of the transaction affects neither accounting nor taxable profit nor loss. Currently and substantially enacted tax rates are used to determine deferred tax. Deferred tax assets are recognised to the extent that it is probable that future taxable profits will be available against which the temporary differences can be utilised. The carrying amount of deferred tax assets is reviewed at each reporting date and reduced to the extent that it is no longer probable that sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised. Unrecognised deferred tax assets are reassessed at each reporting date and are recognised to the extent that it has become probable that future taxable profits will allow the deferred tax asset to be recovered. Deferred tax is not provided on temporary differences arising on subsidiaries where the timing of the reversal of the temporary difference is controlled by the Group and it is probable that the temporary difference will not reverse in the foreseeable future or where the remittance would not give rise to incremental tax liabilities or is otherwise not taxable. Deferred tax assets and liabilities are offset when there is a legally enforceable right to set off current tax assets against current tax liabilities and the deferred taxes relate to the same taxable entity and the same taxation authority. 2.14 Employee benefits (a) Pension and provident benefits Group companies operate various pension schemes. The schemes are generally funded through payments to insurance companies or trustee-administered funds, determined by periodic actuarial calculations. The Group has both defined benefit and defined contribution plans. A defined contribution plan is a pension plan under which the Group pays fixed contributions into a separate entity. The Group has no legal or constructive obligations to pay further contributions if the fund does not hold sufficient assets to pay all employees the benefits relating to employee service in the current and prior periods. A defined benefit plan is a pension plan that is not a defined contribution plan. Typically, defined benefit plans define an amount of pension benefit that an employee will receive on retirement, usually dependent on one or more factors such as age, years of service and compensation. The liability/asset recognised in the statement of financial position in respect of defined benefit pension plans is the present value of the defined benefit obligation at the end of the reporting period less the fair value of plan assets. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of government bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension liability. Plan assets are assets that are held by a long-term employee benefit fund or qualifying insurance policies. Plan assets are not available to the creditors of the Group, nor can they be paid directly to the Group. Fair value is based on market price information and, in the case of quoted securities, it is the published bid price. The value of any defined benefit asset recognised is restricted to the present value of any economic benefits available in the form of refunds from the plan or reductions in the future contributions to the plan.
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2. ACCOUNTING POLICIES (continued) 2.14 Employee benefits (continued) (a) Pension and provident benefits (continued) Actuarial gains and losses arising from experience adjustments and changes in actuarial assumptions, as well as adjustments relating to the asset ceiling, are charged or credited to other comprehensive income in the period in which they arise. Such actuarial gains and losses are recognised in other comprehensive income and are not reclassified to profit or loss in subsequent periods. Past service costs are recognised immediately in income, unless changes to the pension plan are conditional on the employees remaining in service for a specified period of time (the vesting period). In this case, the past service costs are amortised on a straight-line basis over the vesting period. For defined contribution plans, the Group pays contributions to publicly or privately administered pension insurance plans on a mandatory, contractual or voluntary basis. The Group has no further payment obligations once the contributions have been paid. The contributions are recognised as employee benefit expense when they are due. Prepaid contributions are recognised as an asset to the extent that a cash refund or a reduction in the future payments is available. Net interest cost is calculated by applying the discount rate to the net benefit liability. (b) Termination benefits Termination benefits are payable when employment is terminated before the normal retirement date, or when an employee accepts voluntary redundancy in exchange for these benefits. The Group recognises termination benefits when it is demonstrably committed to either: terminating the employment of current employees according to a detailed formal plan without possibility of withdrawal; or providing termination benefits as a result of an offer made to encourage voluntary redundancy. Benefits falling due more than 12 months after report date are discounted to present value. (c) Performance bonus plans The Group recognises a liability and an expense for performance bonuses, based on a formula that takes into consideration the profit attributable to the Company’s shareholders after certain adjustments. The Group recognises a provision where contractually obliged or where there is a past practice that has created a constructive obligation. (d) Long-service awards The Group recognises a liability and an expense for long service, based on a formula that takes into account the length of service of all employees. The long service is paid at various stages of employment service and it is a contractual obligation. These obligations are valued annually by independent qualified actuaries and provided for under provisions. (e) Equity-settled transactions The fair value of equity-settled share options is determined on the grant date and accounted for as staff costs over the vesting period of the share options, with a corresponding increase in the share-based payment reserve. 2.15 Construction contracts A construction contract is defined by IAS 11 as a contract specifically negotiated for the construction of an asset. The contract revenue comprises the initial agreed contract price plus any confirmed variations. Costs are those that are directly related to the contract. Where the outcome of the contract can be reliably estimated, revenue and costs are taken to profit or loss in the statement of comprehensive income based on the percentage of completion method. The percentage of completion is determined by measuring the proportion of costs incurred for work performed to the total expected costs. The profit attributable to the stage of completion represents the difference between the revenue and costs attributable to the stage of completion. Where the outcome of the contract cannot be reliably estimated, revenue is taken to profit or loss based on the costs incurred that are deemed to be recoverable. Where any contract review shows an expected loss on a contract, then this loss is recognised in profit or loss immediately. 96
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2. ACCOUNTING POLICIES (continued) 2.15 Construction contracts (continued) Losses on contracts are recognised in the period in which they first become foreseeable. Contract losses are determined to be the amount by which estimated direct and indirect costs of the contract exceed the estimated total revenues that will be generated by the contract. During the period until the percentage of completion calculation is completed, all contract costs are accumulated in contract work in progress. The costs of the contract attributable to the stage of contract completion are transferred to cost of sales. Where the costs incurred plus recognised profits are greater than the sum of the recognised losses and progress billings, then this amount is shown in debtors as amounts due from customers for contract work. Where the sum of recognised losses and progress billings is greater, then this amount is shown in creditors as amounts due to customers for contract work. 2.16 Revenue recognition Revenue is measured at the fair value of the consideration received or receivable for the sale of goods and services, and the value of work executed which can be reliably measured during the year in respect of long-term contracts. Revenue is generated from air and gas-cooling technologies supplied to the coal, gold mining and power generation markets, together with dust extraction and gas treatment technologies offered from an environmental perspective. Revenue is recorded net of value added tax, rebates and discounts, and after eliminating inter-group sales within the Group. The Group recognises revenue when the amount of revenue can be reliably measured, it is probable that future economic benefits will flow to the entity and when specific criteria have been met for each of the Group’s activities as described below. The Group bases its estimates on the historical results, taking into consideration the type of customer, type of transaction and the specifics of each arrangement. (a) Sales of goods and services Revenue relates to the sale of goods and revenue which are recognised when the group entities have fulfilled their contractual obligations to a customer and have obtained the right to receive consideration. This is usually on dispatch but is dependent upon the contractual terms that have been agreed with the customer. (b) Dividend income Dividend income is recognised when the Company’s right to receive payment is established. (c) Interest income Interest income earned on financial assets at amortised cost is recognised in profit or loss as part of finance income using the effective interest rate method. The Group recognises interest income as a part of investment income. The Company is an investment holding company and recognises interest income as a part of revenue. (d) Royalty income Royalty income is recognised when the Group entities have fulfilled their contractual obligations to a customer and have obtained a right to receive consideration. The right to receive royalty income is dependent upon the contractual terms of the royalty agreement concluded. Royalty income is recognised in profit or loss as part of other income when the Group’s right to receive payment is established. The Company recognises royalty income as a part of revenue as it is an investment holding company. 2.17 Government grants Government grants are recognised where there is reasonable assurance that the grant will be received and all attached conditions will be complied with. When the grant relates to an expense item, it is recognised as income on a systematic basis over the periods that the related costs, for which it is intended to compensate, are expensed. When the grant relates to an asset, it is recognised as income in equal amounts over the expected useful life of the related asset. When the Group receives grants of non-monetary assets, the asset and the grant are recorded at nominal amounts and released to profit or loss over the expected useful life in a pattern of consumption of the benefit of the underlying asset by equal annual instalments.
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2. ACCOUNTING POLICIES (continued)



2.18 Leases Leases in which a significant portion of the risks and rewards of ownership is retained by the lessor are classified as operating leases. Payments in respect of operating leases are recognised in profit or loss on a straight-line basis over the lease term. Leasing agreements which transfer to the Group substantially all the benefits and risks of ownership of an asset are treated as finance leases. The assets are included in property, plant and equipment and the capital element of the leasing commitments is shown as obligations under finance leases. The lease rentals are treated as consisting of capital and interest elements. The capital element is applied to reduce the outstanding obligations and the interest element charged to profit or loss so as to give a constant periodic rate of charge on the remaining balance outstanding at each accounting period. Assets held under finance leases are depreciated over the useful life of the asset. However, if there is no reasonable certainty that the Group will obtain ownership by the end of the lease term, the asset is depreciated over the shorter of the estimated useful life of the asset and the lease term. 2.19 Dividend distribution Dividend distribution to the Company’s shareholders is recognised as a liability in the period in which the dividends are approved by the Company’s board of directors. 2.20 Dividend withholding tax Dividend withholding tax is payable at a rate of 15% on dividends distributed to shareholders. This tax is not attributable to the Company paying the dividend but is collected by the Company and paid to the tax authorities on behalf of the shareholder. Dividend withholding tax is included in dividend paid in the statement of changes in equity.



3. FINANCIAL RISK MANAGEMENT



3.1 Financial risk factors The Group’s activities expose it to a variety of financial risk: market risk (including foreign exchange risk, interest rate risk and price risk), credit risk, liquidity risk and cash flow risk. The Group’s overall risk management programme focuses on the unpredictability of financial markets and seeks to minimise potential adverse effects on the Group’s financial performance. Risk management is carried out by a central treasury department (Colfax Group Treasury) under policies approved by the board of directors. Group Treasury identifies, evaluates and hedges financial risks in close cooperation with the Group’s operating units. The board provides written principles for overall foreign exchange risk, interest rate risk, credit risk, use of derivative financial instruments and non-derivative financial instruments, and investing excess liquidity. (a) Market risk Foreign exchange risk The Group operates internationally and is exposed to foreign exchange risk arising from various currency exposures, primarily with respect to the US dollar (USD), Euro and the British pound sterling (GBP). Foreign exchange risk arises from future commercial transactions and recognised assets and liabilities. Entities in the Group use forward contracts to manage their foreign exchange risk arising from future commercial transactions, recognised assets and liabilities. Foreign exchange risk arises when future commercial transactions, recognised assets and liabilities are denominated in a currency that is not the entity’s functional currency. The Group manages the position by using external forward currency contracts. 



The following assumptions have been made in the preparation of the foreign currency sensitivity analysis: sensitivity is based on possible changes in the US dollar, euro and GBP. The Group’s exposure to foreign currency changes for all other currencies is not material ■■ The sensitivity calculation relates to significant foreign currency assets and liabilities on the statement of financial position as at 31 December 2014 ■■ The calculation is based on the net exposure to those foreign currencies ■■ The sensitivity is based on the impact of a 10% currency movement ■■ The



At 31 December 2014, if the currency had weakened by 10% against the US dollar with all other variables held constant, pre-tax profit would have been R219 499 higher, mainly as a result of foreign exchange gains on translation of US dollar-denominated receivables and payables and forward exchange contracts. If the currency were strengthened by the percentage indicated above there would be an equal and opposite impact on pre-tax profit. At 31 December 2014, if the currency had weakened by 10% against the GBP with all other variables held constant, pre-tax profit would have been R1 539 737 lower, mainly as a result of foreign exchange gains on translation of GBP-denominated receivables, payables and forward exchange contracts. If the currency were strengthened by the percentage indicated above there would be an equal and opposite impact on pre-tax profit. At 31 December 2014, if the currency had weakened by 10% against the euro with all other variables held constant, pre-tax profit would have been R291 349 lower, mainly as a result of foreign exchange gains on translation of euro-denominated receivables, payables and forward exchange contracts. If the currency were strengthened by the percentage indicated above there would be an equal and opposite impact on pre-tax profit. 98
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3. FINANCIAL RISK MANAGEMENT (continued)



3.1 Financial risk factors (continued) (a) Market risk (continued) Cash flow and interest rate risk Fluctuations in interest rates impact the value of short-term cash investments and financing activities, giving rise to interest rate risk. The Group’s income and operating cash flows are affected by changes in the market interest rate. Borrowings issued at variable rates expose the Group to cash flow interest rate risk. In the ordinary course of business, the Company receives cash from its operations and is required to fund working capital and capital expenditure requirements. This cash is managed to ensure surplus funds are invested in a manner to achieve maximum returns while minimising risks. The Group has analysed the effect of a rise/fall of 1% in the prime lending rate (refer to note 14). Price risk The Group is exposed to commodity price risk on steel. This risk is mitigated by escalation clauses that are built into major contracts for steel price variances. (b) Credit risk Potential concentrations of credit risk consist principally of cash investments, amounts due from customers and trade debtors. The Group only deposits cash surpluses with major banks of high quality and with financial institutions located in South Africa and the United Kingdom. Trade debtors consist of a large number of customers, spread across diverse industries and geographical areas. Credit evaluation is performed on the financial condition of the customers before granting credit. The ongoing creditworthiness of the debtors is assessed from time to time. The Group has policies that limit the amount of credit exposure to any one financial institution. The Group has assessed the credit risk with regard to trade receivables with reference to third-party ratings to determine credit quality (refer to financial assets and liabilities by category in note 13). The creation and release of provision for impaired receivables has been included in “administrative expenses” in the statements of comprehensive income. The maximum exposure to credit risk at the reporting date is best represented by the carrying amount of financial assets, net of impairment. The Company’s maximum exposure to credit risk is represented by the carrying values of its financial assets on the statement of financial position. The Group evaluates the concentration of risk with respect to trade receivables as low, as its customers are located in several industries, refer to note 5 for an analysis of our trade receivable concentration risk. (c) Liquidity risk The Group manages liquidity risk by monitoring forecast cash flows and ensuring that adequate unutilised borrowing facilities are maintained. Due to the dynamic nature of the underlying businesses, the Group aims to maintain flexibility in funding by keeping committed credit lines available. 



The maturity analyses of financial liabilities are as follows:



Due within one year Trade and other payables Amounts due to customers for contract work Forward exchange contracts Bank overdraft Due within one to two years Amounts due to customers for contract work



2014 R’000



2013 R’000



338 222 40 679 2 408 – 381 309



213 199 230 432 500 2 973 447 104



81 602 81 602



93 776 93 776



The Group’s financial liabilities will be settled in the normal operating cycle of the business. For construction contracts, this would be greater than a year. At 31 December 2014, the Group had R5 million (2013: R2 million) of undrawn short-term committed borrowing facility available. Howden  I  Integrated annual report 2014
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3. FINANCIAL RISK MANAGEMENT (continued) 3.2 Capital risk management The primary objective of the Group’s capital management is to ensure that it maintains a strong credit rating and healthy capital ratios to support its business and maximise the shareholders’ value. The Group manages its capital structure and makes adjustments to it in light of changes in economic conditions. To maintain or adjust the capital structure, the Group may adjust the dividend payment to shareholders, return capital to shareholders or issue new shares. No changes were made in the objectives, policies or processes for managing capital during the years ended 31 December 2014 and 2013.



4. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS Estimates and assumptions The preparation of the financial statements in accordance with IFRS requires the use of certain critical accounting estimates. It requires management to exercise judgement in the process of applying the Group’s accounting policies. Uncertainty about these assumptions and estimates could result in outcomes that require a material adjustment to the carrying amount of assets or liabilities affected in future periods. The areas involving a higher degree of judgement or complexity, or areas where assumptions and estimates are significant to the financial statements, are mainly the following: Estimated impairment of goodwill Goodwill is assessed for impairment at each reporting date. The recoverable amount of the relevant cash-generating units is determined based on value-in-use calculations. These calculations use cash flow projections per budget and strategic plan forecasts. These plans are revisited every year and are compiled after considering market conditions and the strategic positioning of the business units within the markets in which they operate. Estimated impairment of non-financial assets An impairment exists when the carrying value of an asset or cash-generating unit exceeds its recoverable amount, which is the higher of its fair value less costs of disposal and its value in use. The fair value less costs-to-sell calculation is based on available data from binding sales transactions, conducted at arm’s length, for similar assets or observable market prices less incremental costs for disposing of the asset. The value-in-use calculation is based on a discounted cash flow model. These calculations use cash flow projections per budgets and strategic plan forecasts. The recoverable amount is most sensitive to the discount rate used for the discounted cash flow model as well as the expected future cash inflows and the growth rate used for extrapolation purposes. Impairment of trade receivables An allowance for impairment is raised when there is evidence of significant financial difficulties of the debtor, probability that the debtor will enter bankruptcy or financial reorganisation, and default or delinquency in payments. The allowance raised is based on management’s judgement, based on the factors mentioned and the expected recoverability of the amount due. Revenue recognition The Group uses the percentage-of-completion method in accounting for its services and construction contracts. Use of the percentage-of-completion method requires the Group to estimate the services performed to date as a proportion of the total services to be performed. Losses on contracts are recognised in the period in which the loss first becomes foreseeable. Contract losses are determined to be the amount by which estimated direct and indirect costs of the contract exceed the estimated total revenues that will be granted by the contract. The defined benefit obligation is calculated annually by independent actuaries using the projected unit credit method. The present value of the defined benefit obligation is determined by discounting the estimated future cash outflows using interest rates of government bonds that are denominated in the currency in which the benefits will be paid, and that have terms to maturity approximating to the terms of the related pension liability. The fair value of plan assets is based on market price information and, in the case of quoted securities, it is the published bid price. Warranties The Group provides in full for claims by customers in respect of defects in goods supplied or work performed when such claims are ascertainable. In addition, certain long-term contract provisions are made for warranties calculated on an appropriate percentage of the contract price. The estimation of the percentage is based on historical information and management’s judgement, based on experience of previous warranty claims on the product type.
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4. CRITICAL ACCOUNTING ESTIMATES AND ASSUMPTIONS (continued) Estimation of useful lives of property, plant and equipment, and intangible assets The asset’s residual values and useful lives are reviewed annually and adjusted if appropriate. The useful lives are determined based on the expected period over which the asset will be used and benefits received by the Group from the use of the asset. Residual values are determined by obtaining observable market prices for the asset with the same age that the asset would be at the end of its useful life. Deferred tax asset The recoverability of deferred tax assets is based on the future profitability of the relevant entity and the ability to generate future taxable income. These calculations use budget and strategic plan forecasts of profitability to determine if sufficient taxable profit will be available to allow all or part of the deferred tax asset to be utilised in the future. Close jobs accrual Estimates are made of commitments following the completion of construction contracts based on management’s judgement of the cost of these commitments where a contractual obligation exists. These are recorded as closed job accruals. All estimates and underlying assumptions are based on historical experience and various other factors that management believes are reasonable under the circumstances. The results of these estimates form the basis of judgements about the carrying value of assets and liabilities that are not readily apparent from other sources. Actual results may differ from these estimates. The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to accounting estimates are recognised in the period in which the estimate is revised and any affected future periods.



5. SEGMENT INFORMATION 



The Group is organised on a worldwide basis into two main segments based on its products and services: (1) Fans and Heat Exchangers – focuses on air and gas-cooling technologies within the coal/gold mining and power generation markets. (2) Environmental Control – focuses on dust extraction and gas treatment technologies from an environmental perspective. Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating decisionmaker. The chief operating decision-maker, who is responsible for allocating resources and assessing performance of the operating segments, has been identified as the board of directors. The board of directors assesses the performance of operating segments based on operating profit. 



Goodwill of R23 717 000 (2013: R23 717 000) is allocated to the Environmental Control division (refer to note 7).



External revenue R’000



Operating profit/(loss) R’000



Assets R’000



Liabilities R’000



Intersegmental revenue R’000



Fans and Heat Exchangers Environmental Control



1 296 686 291 336



317 663 30 580



1 131 941 176 801



442 415 81 352



17 506 22 558



Central operations



1 588 022 –



348 243 (21 396)



1 308 742 120 721



523 767 83 952



40 064 –



1 588 022



326 847



1 429 463



607 719



40 064



Capital expenditure R’000



Depreciation R’000



Amortisation R’000



Fans and Heat Exchangers Environmental Control



19 675 114



11 726 507



226 18



Central operations



19 789 –



12 233 63



244 1 656



19 789



12 296



1 900



for the year ended 31 December 2014
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External revenue R’000



Operating profit/(loss) R’000



Assets R’000



Liabilities R’000



Intersegmental revenue R’000



Fans and Heat Exchangers Environmental Control



1 498 348 184 484



447 526 23 385



935 905 207 417



497 256 150 776



52 104 2 854



Central operations



1 682 832 –



470 911 (22 026)



1 143 322 163 055



648 032 98 270



54 958 –



1 682 832



448 885



1 306 377



746 302



54 958



Capital expenditure R’000



Depreciation R’000



Amortisation R’000



Fans and Heat Exchangers Environmental Control



24 131 452



9 485 1 026



201 57



Central operations



24 583 3 209



10 511 62



258 1 656



27 792



10 573



1 914



2014 R’000



2013 R’000



Segment results (operating profit) Net finance income



326 847 23 938



448 885 12 923



Profit before income tax Income tax expense



350 785 (81 596)



461 808 (149 811)



Profit for the year



269 189



311 997



for the year ended 31 December 2013



5.



SEGMENT INFORMATION (continued)



Geographical areas The Group operates worldwide but primarily in seven main geographical locations: Revenue Revenue by location of customer South Africa* United Kingdom and Europe North America Rest of Africa Middle East Australasia
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2014 R’000



2013 R’000



1 517 065 571 6 348 51 354 11 003 1 681



1 610 014 3 245 8 221 51 878 1 648 7 826



1 588 022



1 682 832
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Assets by location for the year ended 31 December 2014



5.



Non-current assets R’000



Current assets R’000



Total R’000



201 818 – – – –



1 207 066 1 856 17 858 486 379



1 408 884 1 856 17 858 486 379



201 818



1 227 643



1 429 461



207 432 – – – – –



1 073 829 11 701 1 386 3 072 260 8 697



1 281 261 11 701 1 386 3 072 260 8 697



207 432



1 098 945



1 306 377



SEGMENT INFORMATION (continued) South Africa North America Rest of Africa Middle East Australasia for the year ended 31 December 2013 South Africa United Kingdom and Europe North America Rest of Africa Middle East Australasia



Capital expenditure**



South Africa



2014 R’000



2013 R’000



19 789



27 792



19 789



27 792



* Sales to a single South African customer comprise R869 million (2013: R1 045 million) of total revenue, spread across both segments. ** Capital expenditure consists of additions of property, equipment, vehicles and intangible assets.
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6.



Freehold land and buildings R’000



Plant, equipment and vehicles R’000



Total R’000



At 1 January 2013 Cost Accumulated depreciation



43 564 (4 858)



79 243 (36 018)



122 807 (40 876)



Net book amount



38 706



43 225



81 931



Year ended 31 December 2013 Opening net book amount Additions Disposals Depreciation



38 706 2 825 (46) (2 469)



43 225 24 584 (372) (8 104)



81 931 27 409 (418) (10 573)



Closing net book amount



39 016



59 333



98 349



At 31 December 2013 Cost Accumulated depreciation



46 332 (7 315)



102 189 42 857



148 521 (50 172)



Net book amount



39 017



59 332



98 349



Year ended 31 December 2014 Opening net book amount Additions Disposals Reclassifications* Write off Depreciation



39 017 620 – – (86) (2 591)



59 332 18 536 (296) (312) (186) (9 705)



98 349 19 156 (296) (312) (272) (12 296)



Closing net book amount



36 960



67 369



104 329



At 31 December 2014 Cost Accumulated depreciation



46 816 (9 856)



118 169 (50 800)



164 985 (60 656)



Net book amount



36 960



67 369



104 329



At 1 January 2013 Cost Accumulated depreciation



– –



631 (170)



631 (170)



Net book amount



–



461



461



Year ended 31 December 2013 Opening net book amount Depreciation



– –



461 (62)



461 (62)



Closing net book amount



–



399



399



At 31 December 2013 Cost Accumulated depreciation



– –



631 (232)



631 (232)



Net book amount



–



399



399



PROPERTY, PLANT AND EQUIPMENT CONSOLIDATED



Company



* Reclassification relates to software intangible assets reclassified from property, plant and equipment to intangible assets.
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6.



Freehold land and buildings R’000



Plant, equipment and vehicles R’000



Total R’000



Year ended 31 December 2014 Opening net book amount Depreciation Write off



– – –



399 (63) (19)



399 (63) (19)



Closing net book amount



–



317



317



Cost Accumulated depreciation



– –



631 (314)



631 (314)



Net book amount



–



317



317



Goodwill R’000



Trademarks R’000



Software R’000



Total R’000



At 1 January 2013 Cost Accumulated amortisation



23 717 –



41 366 (14 897)



3 487 (2 987)



68 570 (17 884)



Net book amount



23 717



26 469



500



50 686



Year ended 31 December 2013 Opening net book amount Additions Disposals Amortisation charge



23 717 – – –



26 469 – – (1 656)



500 383 (140) (258)



50 686 383 (140) (1 914)



Closing net book amount



23 717



24 813



485



49 015



At 31 December 2013 Cost Accumulated amortisation



23 717 –



41 366 (16 553)



3 286 (2 801)



68 369 19 354



Net book amount



23 717



24 813



485



49 015



23 717 –



24 813 –



49 015 633 312 (1 900)



PROPERTY, PLANT AND EQUIPMENT (continued) COmpany



At 31 December 2014



Depreciation of R7 265 777 (2013: R5 441 940) is included under cost of sales.



7.



INTANGIBLE ASSETS CONSOLIDATED



Year ended 31 December 2014 Opening net book amount Additions Reclassifications* Amortisation charge



–



(1 656)



485 633 312 (244)



Closing net book amount



23 717



23 157



1 186



48 060



At 31 December 2014 Cost Accumulated amortisation



23 717 –



41 366 (18 209)



4 659 (3 473)



69 742 (21 682)



Net book amount



23 717



23 157



1 186



48 060



* Reclassification relates to software intangible assets reclassified from property, plant and equipment to intangible assets.
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7. INTANGIBLE ASSETS (continued) The trademarks are based on the Howden, Safanco and Donkin names. This asset is to be amortised over its economic useful life which is 25 years, based on the life of the assets to which it attaches.  Goodwill of R23 717 000 arose on the purchase of the remaining shares in the fabric filter business included in the Howden Projects division of James Howden Holdings Limited and represents the difference between the purchase price of R26 320 000 and the fair value of net assets acquired of R2 603 000. The goodwill has been allocated to the Environmental Control business segment. The Group performed its annual impairment calculation. The projected pre-tax cash flow used in the impairment calculation is based on the financial budget and strategic plan approved by management covering a five-year period. Cash flows beyond the five-year period are extrapolated using the estimated growth rate of 5% per year. The pre-tax discount rate used was 11.92% using the R186 bond yield of 7.96% as at 31 December 2014. No reasonable change in any of the key assumptions will result in the recoverable amount of goodwill to be less than the carrying amount. Company Company intangible assets comprise all trademarks detailed in the consolidated trademarks listed above. The Company does not have any other intangible assets. All trademarks listed in the consolidated trademarks listing are held by the Company. Consolidated



8.



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



–



–



89 310



89 310



INVESTMENT IN SUBSIDIARIES Shares at cost less amounts written off



Details of holding company’s interest Issued ordinary share capital December 2014 R



1 1 010



Proportion held



Shares at cost or valuation less amounts written off



%



December 2014 R



December 2013 R



100.00 100.00



29 310 60 000



29 310 60 000



89 310



89 310



15 298 8 310



15 298 8 310



23 608



23 608



INTEREST IN SUBSIDIARY COMPANIES Subsidiaries of Howden Africa Holdings Limited Incorporated in South Africa Howden Africa (Pty) Limited (preference share) Howden Africa (Pty) Limited Subsidiaries of Howden Africa (Pty) Limited Incorporated in South Africa James Howden Holdings Limited Howden Donkin (Pty) Limited
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1 406 488 10 000



100.00 100.00
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9.



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



(31 259) 5 143 (2 629)



(34 962) 3 703 –



– 619 (2 629)



– – –



(28 745)



(31 259)



(2 010)



–



(1 365) – (8 166) (19 214)



– (264) (20 492) (10 503)



(1 365) – (770) 125



– – – –



(28 745)



(31 259)



(2 010)



–



1 345 367 – (295)



7 237 (550) (5 342) –



1 345 (1 345) – –



7 237 (550) (5 342) –



1 417



1 345



–



1 345



– (6 210) 7 922 (295)



2 215 (952) 82 –



– – – –



2 215 (952) 82 –



1 417



1 345



–



1 345



Contract revenue recognised in the year Contract costs recognised in the year



388 570 (287 921)



640 260 (363 076)



– –



– –



Recognised profits less recognised losses in the year



100 649



277 184



–



–



For contracts in progress at the year-end: Contract costs incurred and recognised profits (less losses) to date Less: Progress billings for work performed



388 898 (439 334)



421 494 (558 216)



– –



– –



(50 436)



(136 722)



–



–



DEFERRED TAX DEFERRED TAX ASSETS Balance at beginning of year Charge for the year – current year Pension fund plan deficit – charge to equity Deferred tax assets comprise: Pension fund plan deficit Assessed loss Provisions Working capital



DEFERRED TAX LIABILITIES Balance at beginning of year Charge for the year – current year Pension fund plan surplus – charge to equity Cash flow hedge – charge to equity Deferred tax liabilities comprise: Pension fund plan surplus Provisions Working capital Cash flow hedge loss



10. CONSTRUCTION CONTRACTS



Net amount due to customers for contract work Amounts due from customers for contract work (non-current) Amounts due from customers for contract work (current) Amounts due to customers for contract work (non-current) Amounts due to customers for contract work (current)



3 736 68 109



6 225 181 261



–



–



(81 602) (40 679)



(93 776) (230 432)



– –



– –



Net amounts due to customers for contract work



(50 436)



(136 722)



–



–



Non-current retentions outstanding on progress billings made



16 948



14 673



–



–



Obligation will be settled in the normal operating cycle of the business. For construction contracts this would be greater than a year.
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



Trade receivables Less: Provision for impairment of trade receivables



284 860 (6 300)



244 462 (7 496)



– –



– –



Trade receivables – net Other receivables Prepayments Derivative financial instruments – forward exchange contracts



278 560 16 225 3 799



236 966 13 988 2 595



– 35 653 321



– 40 716 193



11. TRADE AND OTHER RECEIVABLES



591



957



–



5



Less: Non-current portion – trade receivables



299 175 (16 948)



254 506 (14 673)



35 974 –



40 914 –



Current portion



282 227



239 833



35 974



40 914



64 264 953 2 315



39 815 16 410 5 488



– – –



– – –



67 532



61 713



–



–



All non-current assets are due within five years from reporting date and relate to retentions on construction contracts. Trade receivables of R284 859 586 (2013: R244 462 000) are pledged as collateral for the general short-term banking facility. As of 31 December 2014, trade receivables of R67 532 217 (2013: R61 712 788) were past due but not impaired. These relate to a number of independent customers for whom there is no recent history of default. The ageing analysis of these trade receivables is as follows: Up to three months Up to six months Over six months



As at 31 December 2014, trade receivables of R6 300 303 (2013: R7 495 634) were impaired and provided for. The individually impaired receivables mainly relate to customers who are in unexpectedly difficult economic situations. It was assessed that a portion of the receivables is expected to be recovered.
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



(continued) Movement on the Group provision for impairment of trade receivables is as follows: At 1 January Utilisation of provision Unused amounts reversed Provision for receivables impairment



7 496 (631) (772) 207



8 301 (3 180) (1 324) 3 699



– – – –



– – – –



At 31 December



6 300



7 496



–



–



11. TRADE AND OTHER RECEIVABLES



The creation and release of provision for impaired receivables has been included in “Administrative expenses” in the statements of comprehensive income. The maximum exposure to credit risk at the reporting date is the fair value of each class of receivable mentioned above. The Group does not hold any collateral as security. No debtors terms have been renegotiated during the year. The Group has analysed the effect of the rise/fall of 1% in the prime lending rate to which the Group’s trade and other receivables are exposed and concluded that this would decrease profit before income tax by approximately R553 043 (2013: R427 106) and increase in profit before income tax by approximately R574 470 (2013: R441 811). Trade receivables of R211 025 000 (2013: R175 254 000) were fully performing. Trade receivables include foreign balances denominated in the following stated currencies: Consolidated



Great British pound (GBP) United States dollar (USD) European euro (EUR) Australian dollar (AUD)



2014 R’000



2013 R’000



– 3 663 – –



34 409 1 391 1 565



3 663



3 399



The amounts owed by other Howden Group companies are unsecured, interest-free and not subject to any fixed terms of repayment. Refer to note 34 for balances owing by Group companies.
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12. RETIREMENT FUNDS Defined benefit fund The Group operates a post-retirement pension scheme that covers all employees employed before 1 January 2001 and is closed to new members. The pension fund is a final salary defined benefit plan. The assets of the fund are held in an independent trustee-administered fund, which is administered in terms of the Pension Fund Second Amendment Act 39 of 2001. The fund is valued annually using the projected unit credit method. The latest full actuarial valuation was performed on 31 December 2014. 



All members of the fund are fully insured.



Defined contribution fund The Group operates a defined contribution pension fund for all employees who joined on or after 1 January 2001. Employees who are not members of either of the Group’s pension funds are covered by the relevant industry fund or through foreign territory statutory funds. 



All the funds are managed independently of the Group.



The amounts recognised in the statements of financial position are determined as follows: Company and consolidated



Present value of funded obligations Fair value of assets Deficit/(surplus) recognised



110



2014 R’000



2013 R’000



308 023 (303 148)



259 416 (267 327)



4 875



(7 911)



According to the rules of the fund all surpluses in the fund will be transferred to the employer surplus account and therefore accrue to the employer. The movement in the defined benefit obligation over the year is as follows: Beginning of year Current service cost Interest cost Contribution by plan participants Actuarial losses Benefits paid



259 416 6 474 25 408 1 751 20 197 (5 223)



210 110 5 433 17 817 1 810 39 531 (15 285)



End of year



308 023



259 416



The movement in the fair value of plan assets for the year is as follows: Beginning of year Return on plan assets Actuarial gains on plan assets Employer contributions Contributions by plan participants Benefits paid



267 327 26 188 10 809 2 296 1 751 (5 223)



237 808 20 240 20 451 2 303 1 810 (15 285)



End of year



303 148



267 327



The amounts recognised in profit or loss are as follows: Current service cost Net interest income



6 474 (780)



5 433 (2 423)



Total included in employee benefits



5 694



3 010
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Company and consolidated 2014 R’000



2013 R’000



9 388



19 078



8.90 8.25 7.00 7.00



10.00 9.00 7.70 7.70



10.00 9.00 7.70 7.70



8.75 7.50 3.75 6.25



19.48 24.20



19.48 24.20



19.48 24.20



19.48 24.20



12. RETIREMENT FUNDS (continued) The amounts recognised in other comprehensive income are as follows: Net actuarial losses recognised during the year The actual return on plan assets was R40.0 million (2013: R40.7 million) Actuarial assumptions Financial assumptions used to determine benefit obligations at the reporting date Discount rate (%) Rate of compensation increases (%) Rate of increases to pensions in payment (%) Underlying consumer price inflation (%) Financial assumptions used to determine net periodic benefit cost for financial year Discount rate (%) Rate of compensation increases (%) Rate of increases to pensions in payment (%) Underlying consumer price inflation (%) Mortality rate The post retirement PA(90) rated down for two years was the mortality table used. The average life expectancy in years of a pensioner currently 60 is as follows: Male Female The average life expectancy in years of a member currently aged 40 is as follows: Male Female Sensitivity analysis A quantitative sensitivity analysis for significant assumption as at 31 December 2014



Sensitivity level Implication on pension obligation



Discount rate



Future salary increase



Future pension increase



R’000



R’000



R’000



0.5% increase 0.5% decrease



0.5% increase 0.5% decrease



(7 860)
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8 386



8 395



(7 940)



1% increase



1% decrease



20 991



(15 921)
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Company and consolidated 2014 R’000



2014 %



2013 R’000



2013 %



150 635 122 260 – 21 736 8 518



50 40 – 7 3



168 870 48 413 1 043 28 123 20 878



63 18 – 11 8



303 149



100



267 327



100



2014 R’000



2013 R’000



14 288 5 116 35 476 10 315 46 834 6 330 21 925 9 370 981 –



16 383 5 314 38 843 9 458 34 086 2 643 31 331 20 484 1 738 8 590



150 635



168 870



12. Retirement funds (continued) Plan assets are comprised as follows: Equity Debt Property Corporate Other The fund holds no investments in the participating employer. The major categories of equity plans assets at fair value are as follows:



Oil and gas Healthcare Financials Consumer services Consumer goods Telecommunication Basic materials Industrials Technology Other securities



All investments are quoted equity instruments. Expected contributions to post-employment benefit plans for the year ending 31 December 2015 are R3.78 million (31 December 2014: R2.61 million). Expected contributions to post-employment benefit plans for the next two to five years amount to R16.47 million. Expected future benefit payments



Financial year
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Expected benefit payment R’000



2015 2016 2017 2018 2019



1 264 11 063 8 558 756 8 729



2020 – 2024



75 408
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Fair value through profit and loss R’000



Total R’000



31 December 2014 Financial assets carried at fair value Forward exchange contracts Forward exchange contracts in cash flow hedges



18 573



18 573



Total



591



591



31 December 2014 Financial assets carried at fair value Forward exchange contracts



–



–



Total



–



–



31 December 2014 Financial liabilities carried at fair value Forward exchange contracts Forward exchange contracts in cash flow hedges



279 2 129



279 2 129



Total



2 408



2 408



31 December 2014 Financial liabilities carried at fair value Forward exchange contracts



–



–



Total



–



–



13. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS The accounting policies for financial instruments have been applied to the items below:



CONSOLIDATED



COMPANY



CONSOLIDATED



COMPANY
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Fair value through profit and loss R’000



Total R’000



31 December 2013 Financial assets carried at fair value Forward exchange contracts



957



957



Total



957



957



31 December 2013 Financial assets carried at fair value Forward exchange contracts



5



5



Total



5



5



31 December 2013 Financial liabilities carried at fair value Forward exchange contracts



500



500



Total



500



500



31 December 2013 Financial liabilities carried at fair value Forward exchange contracts



5



5



Total



5



5



13. FINANCIAL ASSETS AND LIABILITIES AT FAIR VALUE THROUGH PROFIT OR LOSS (continued) CONSOLIDATED



COMPANY



CONSOLIDATED



COMPANY



Quoted prices in active markets Level 1 R’000



Significant observable inputs Level 2 R’000



Significant observable inputs Level 3 R’000



Total R’000



31 December 2014 Financial assets carried at fair value Forward exchange contracts Forward exchange contracts in cash flow hedges



– –



18 573



– –



18 573



Total



–



591



–



591



31 December 2014 Financial assets carried at fair value Forward exchange contracts



–



–



–



–



Total



–



–



–



Fair value hierarchy



CONSOLIDATED



COMPANY



CONSOLIDATED
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31 December 2014 Financial liabilities carried at fair value Forward exchange contracts Forward exchange contracts in cash flow hedges



– –



279 2 129



– –



279 2 129



Total



–



2 408



–



2 408
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Quoted prices in active markets Level 1 R’000



Significant observable inputs Level 2 R’000



Significant observable inputs Level 3 R’000



Total R’000



31 December 2014 Financial liabilities carried at fair value Forward exchange contracts



–



–



–



–



Total



–



–



–



–



Forward exchange contracts



–



957



–



957



Total



–



957



–



957



31 December 2013 Financial assets carried at fair value Forward exchange contracts



–



5



–



5



Total



–



5



–



5



31 December 2013 Financial liabilities carried at fair value Forward exchange contracts



–



500



–



500



Total



–



500



–



500



5



–



5



5



–



5



13. FINANCIAL ASSETS AND LIABILITIES at fair value through profit or loss (continued)



COMPANY



CONSOLIDATED 31 December 2013 Financial assets carried at fair value



COMPANY



CONSOLIDATED



COMPANY 31 December 2013 Financial liabilities carried at fair value Forward exchange contracts Total



–



The fair value of these recurring financial instruments, is determined through evaluation techniques based on observable inputs, either directly, such as quoted prices, or indirectly, such as derived from quoted prices. The level 2 instructions are valued based on the forward exchange rates as at 31 December 2014.
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



627 688 –



346 044 (2 973)



91 736 –



44 704 –



627 688



343 071



91 736



44 704



14. CASH AND CASH EQUIVALENTS Cash and cash equivalents included in the statements of cash flows comprised the following statements of financial position amounts: Bank and cash balances – current Bank overdraft – current



At 31 December 2014, the Group had R5 million (2013: R2 million) of undrawn short-term committed borrowing facilities available. Trade and other receivables with a total value of R284 859 586 (2013: R244 462 000) are pledged as collateral to secure a general short-term banking facility. The Company and its subsidiaries have entered into cross-surety agreements in favour of Standard Bank of South Africa wherein each such entity undertook to stand as surety and co-principal debtor for any present and future indebtedness of other Group entities, limited to an aggregate liability of R301 million. These cross-surety agreements incorporated a cession of claims held against other Group entities. The Group has analysed the effect of a rise/fall of 1% in the prime lending rate to which the Group’s cash and cash equivalents are exposed and concluded that this would increase/decrease profit before income tax by approximately R6 276 880 (2013: R3 430 710). The average interest rate earned on bank balances was 3.63% (2013: 3.75%).



Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



12 183 131 418 81 804



23 749 230 825 75 761



– – –



– – –



225 405



330 335



–



–



(31 852) (81 596) 5 510 (24 216) 277



(3 993) (149 811) 3 129 (1 472) 33 324



(112) (4 764) (726) – 277



(827) (7 022) (548) – 112



(131 877)



(118 823)



(5 325)



(8 285)



15. INVENTORIES The amounts attributable to the different categories are as follows: – Raw materials, components and consumables – Work in progress – Finished goods Inventory amounting to R964 922 000 (2013: 970 021 000) was included in cost of sales



16. RECONCILIATION OF TAXATION PAID DURING THE YEAR Amount owing at beginning of year Charge in profit or loss Adjustment for deferred taxation Amount receivable at end of year Amount owing at end of year
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



1 500



1 500



1 500



1 500



657



657



657



657



657



657



657



657



17. SHARE CAPITAL Authorised 150 000 000 ordinary shares of 1 cent each Issued 65 729 109 ordinary shares of 1 cent each



Holding company The holding company of Howden Africa Holdings Limited is Howden Group South Africa Limited, incorporated in South Africa and its ultimate holding company is Colfax Corporation incorporated in the United States of America.



Shareholders’ analysis at 31 December Holdings 1 – 1 000 shares 1 001 – 100 000 shares 100 001 – 1 000 000 shares Over 1 000 001 shares Category of ordinary shareholders Holding companies Individuals Banks, nominees and trust companies Insurance companies Pension funds and investment companies Endowment and mutual funds Other corporations and close corporations Other public and private companies
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2014 Number of shareholders



2013 Number of shareholders



2014 Number of shares



2013 Number of shares



666 621 47 8



538 471 49 8



265 622 5 560 331 13 732 980 46 170 176



194 562 5 543 618 13 633 785 46 357 144



1 342



1 066



65 729 109



65 729 109



3 972 156 10 61 72 28 40



3 799 87 7 51 70 35 14



36 408 743 2 572 160 4 581 164 961 211 8 468 717 11 904 771 197 960 634 383



36 408 743 2 332 259 3 171 192 915 212 8 448 030 13 215 154 403 585 834 934



1 342



1 066



65 729 109



65 729 109
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2014 Number of shares



2013 Number of shares



2014 %



2013 %



Ordinary share capital Major shareholders beneficially interested in 5% or more of the Company’s listed securities Howden Group South Africa Limited James Howden & Godfrey Overseas Limited Government Employees Pension Fund



31 484 981 4 923 762 4 883 127



31 484 981 4 923 762 4 941 697



47.90 7.49 7.43



47.90 7.49 7.52



Shareholder spread in terms of section 8.63(e) of the JSE Limited Listings Requirements Howden Group South Africa Limited James Howden & Godfrey Overseas Limited



31 484 981 4 923 762



31 484 981 4 923 762



47.90 7.49



47.90 7.49



909



909



–



–



Public and non-public shareholders Non-public shareholders



36 409 652



36 427 742



55.39



55.42



Directors and associates of the Company holdings Strategic holdings and holding company* Public shareholders



909 36 408 743 29 319 457



18 999 36 408 743 29 301 367



– 55.39 44.61



0.03 55.39 44.58



65 729 109



65 729 109



100.00



100.00



17. SHARE CAPITAL (continued)



Directors’ interest in terms of section 8.63(c) of the JSE Limited Listings Requirements Thomas Bärwald (Director)



* Strategic holding is inclusive of Howden Group South Africa Limited and James Howden & Godfrey Overseas Limited.
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



Trade payables Accruals Income received in advance Amounts owing to other Howden Group companies Social security and other taxes Derivative financial instruments – forward exchange contract Other payables



140 210 70 517 117 116 76 546 11 750



85 034 63 219 89 928 15 937 14 931



– 727 – 66 957 –



– 3 447 – 4 029 9 671



2 408 18 845



500 49 009



– 11 113



5 36 534



Current portion



437 392



318 558



78 797



53 686



18. TRADE AND OTHER PAYABLES



The amounts owing to other Howden Group companies are unsecured, interest-free and not subject to any fixed terms of repayment. See note 34 for details. Consolidated 2014 R’000



2013 R’000



2 913



2 590



Great British pound (GBP)



15 397



14 093



United States dollar (USD)



1 468



4 175



–



4



Trade payables include foreign balances denominated in the following stated currencies: European euro (EUR)



Indian rupee (INR) Australian dollar (AUD)
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1 255



597



21 033



21 459
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



At 1 January Received during the year Released to the statement of profit or loss



– 7 448 (637)



– – –



– – –



– – –



At 31 December



6 811



–



–



–



Current Non-current



510 6 301



– –



– –



– –



65 894



42 320



–



–



19. GOVERNMENT GRANTS



Government grants have been received for the purchase of certain items of property, plant and equipment. There are no unfulfilled conditions or contingencies attached to these grants.



20. PROVISIONS Warranty At beginning of year Additional provision



3 937



27 373



–



–



Warranty payments in current year



(16 693)



(3 799)



–



–



Unused amounts reversed



(18 472)



–



–



–



Charged to statement of comprehensive income



(31 228)



23 574



–



–



At end of year



34 666



65 894



–



–



Non-current liabilities



24 214



15 124



–



–



Current liabilities



10 452



50 770



–



–



Total provisions



34 666



65 894



–



–



Provisions are made on long-term contracts for warranties calculated on an appropriate percentage of the contract value contractual arrangement. Disclosure:
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



388 570 645 150 554 302



640 260 517 164 525 408



– – –



– – –



1 588 022



1 682 832



–



–



– – – – – –



– – – – – –



– 3 106 2 639 7 302 25 793 31 988



40 000 534 2 639 12 256 26 869 36 399



–



–



70 828



118 697



Amortisation of intangible assets – Trademarks and other intangible assets



1 900



1 914



1 656



1 656



Auditors’ remuneration – Audit fees – current year – Audit fees – prior year



1 353 1 026



1 251 808



1 739 640



1 251 808



2 379



2 059



2 379



2 059



2 591 9 705



2 469 8 104



– 63



– 62



21. REVENUE Revenue which excludes value added tax and revenue between Group companies, represents the invoiced value of goods and services supplied and the recognised value of long-term contract work. Revenue from continuing operations – Construction contracts – Sale of goods – Services Revenue for the Company includes other income items as follows: – Dividend income – Bank interest – Receivables (subsidiaries) – interest – Other investment – Management fee income – Royalties



22. OPERATING PROFIT IS STATED AFTER CHARGING



Depreciation – Buildings – Plant, equipment and vehicles Provisions and warranties Loss on disposal of plant, equipment, vehicles and software Rental under operating leases – Land and buildings – Equipment and vehicles
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12 296



10 573



63



62



(31 228)



25 758



–



–



173



395



–



–



3 592 10 602



1 466 5 224



– 181



– 197



14 194



6 690



181



197
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



380 396 6 621 11 658 5 694



369 793 5 203 9 714 5 432



12 519 672 1 130 5 694



11 353 570 951 3 130



403 369



390 142



20 015



18 196



2 772 4 173 11 600



3 127 4 321 7 078



– 77 40



– 915 15



7 125



5 556



1 405



1 366



23 181 780



12 200 2 423



– 780



– 2 423



23 961



14 623



780



2 423



– 23



1 676 24



– 16



– –



23



1 700



16



–



76 987 (901)



146 071 587



5 485 5



7 389 183



5 510



3 153



(726)



(550)



81 596



149 811



4 764



7 022



22. OPERATING PROFIT IS STATED AFTER CHARGING (continued) Employee benefits – Salaries and wages – Social security costs – Pension costs – defined contribution scheme – Pension costs – defined benefit scheme Advertising and marketing costs Training costs Repairs and maintenance Travel costs



23. INVESTMENT INCOME – Bank balances – Defined benefit fund – net of interest paid



24. FINANCE COSTS – Bank overdrafts – Other



25. INCOME TAX EXPENSE South African normal tax Current tax – current year – prior year Deferred tax – current year
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Reconciliation of rate of tax



%



%



%



%



South African normal tax rate Adjusted for: Permanent differences Exempt income Prior year adjustments



28.0



28.0



28.0



28.0



(4.7) – –



4.3 – 0.1



(0.3) – –



1.6 (18.4) 0.3



Net increase/(reduction)



(4.7)



4.4



(0.97)



(16.5)



Effective rate



23.3



32.4



27.7



11.5
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



– –



19 719 19 719



– –



19 719 19 719



–



39 438



–



39 438



– –



19 719 19 719



– –



19 719 19 719



–



39 438



–



39 438



26. ORDINARY DIVIDENDS



Dividend of nil cents (2013: 30 cents) Interim dividend of nil cents (2013: 30 cents) Reconciliation of dividends paid during the year Ordinary dividends paid Interim dividends paid



Consolidated 2014



2013



65 729



65 729



Cents



Cents



409.54 410.22



474.67 475.27



R’000



R’000



269 189 173 272



311 997 395 –



269 634



312 392



27. EARNINGS PER ORDINARY SHARE Number of shares in issue ('000) Earnings per ordinary share Headline earnings per share There is no dilution effect on earnings Headline earnings reconciliation Net profit for the year Loss on sale of property, plant and equipment Write off of property, plant and equipment



Basic EPS amounts are calculated by dividing the profit for the year attributable to ordinary equity holders of the parent by the weighted average number of ordinary shares outstanding during the year. Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



1 041 525



1 660 198



– –



– –



1 566



1 858



–



–



8 876 7 559



7 205 7 046



99 93



199 194



16 435



14 251



192



393



28. COMMITMENTS Leases Operating leases – Land and buildings Payments due within one year Payments due within two to five years Operating leases – Other Payments due within one year Payments due within two to five years



Note: Operating lease agreements for land and buildings include a clause to renew the lease for a future negotiated period. Motor vehicles under operating leases are returned to the lessor at the end of the lease period. Operating lease agreements have escalation clauses linked to inflation. Howden  I  Integrated annual report 2014
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Consolidated



Company



2014 R’000



2013 R’000



2014 R’000



2013 R’000



350 785



461 808



17 170



60 921



12 296 (637) 1 900 3 398 272 173 500 (23 938)



10 573 – 1 914 706 – 395 – (12 923)



63 – 1 656 3 398 19 – – (6 509)



62 – 1 656 706 – – – (45 596)



Working capital changes



344 749 60 025



462 473 (73 583)



15 797 30 051



17 749 10 045



Decrease in inventories Decrease/(increase) in accounts receivable (Decrease)/increase in accounts payable (Decrease)/increase in provisions



104 930 71 545 (85 222) (31 228)



38 874 (33 382) (102 648) 23 573



– 4 940 25 111 –



– (33 685) 43 730 –



404 774



388 890



45 848



27 795



Book value Loss on disposal



296 (173)



558 (395)



– –



– –



Proceeds



123



163



–



–



Computer hardware Plant and equipment



25 874



1 031 4 166



– –



– –



Authorised and contracted



899



5 197



–



–



29. CASH GENERATED FROM OPERATIONS Profit before income tax Adjustments for: Depreciation Government grant income Amortisation of intangible assets Pension fund charges Write off of property, plant and equipment Loss on disposal of property, plant and equipment Cash flow hedge Net finance income



30. PROCEEDS ON DISPOSAL OF PROPERTY, PLANT AND EQUIPMENT AND INTANGIBLE ASSETS



31. CAPITAL COMMITMENTS



32. GUARANTEES



Performance and retention guarantees amounting to R120 219 000 (2013: R133 199 000) have been supplied to third parties on projects being executed. The Company and its subsidiaries have entered into cross-surety agreements in favour of Standard Bank of South Africa wherein each such entity undertook to stand as surety and co-principal debtor for any present and future indebtedness of other Group entities, limited to an aggregate liability of R301 million. These cross-surety agreements incorporated a cession of claims held against other Group entities. The Company has undertaken to stand as surety and co-principal debtor with Howden Africa (Pty) Limited (the principal debtors) for the due and proper payment of all sums of money which the principal debtor may now or in the future owe to a specified customer, limited to an amount of R25 million. The exposure at year-end was R4 244 094 (2013: R1 281 872). 



No losses are expected to arise out of the above arrangements.



33. LITIGATION



There are no legal matters which, in the opinion of the Group and in consultation with legal counsel, would have any material consolidated effect on the Group’s financial position, results of operations or cash flow.
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34. RELATED PARTY Transactions 



For details of subsidiary companies and the Group’s interest therein refer to note 8.



Refer to pages 64 and 65 for details of the directors and note 35 to the financial statements for details of emoluments paid to directors. 



Refer to note 32 to the financial statements for details of guarantees provided on behalf of the subsidiary companies.



Group



Consolidated



Key management compensation* Basic salaries Bonus or performance-related payments Other benefits Contribution to pension scheme



2014 R’000



2013 R’000



13 885 5 525 5 392 1 872



14 808 4 302 3 565 1 564



26 674



24 239



Technology ERP Purchases Management Sales to fee to licence fee to licence fee to from related parties related parties related parties related parties related parties R’000 R’000 R’000 R’000 R’000



Group 2014 Related party transactions with entities outside the Howden Africa Group Howden Denmark A/S Howden Spain S.L Howden Thomassen Compressors BV Netherlands Howden Australia (Pty) Limited Howden Group Limited UK Howden Holdings Limited UK Howden Process Compressors Limited Howden South America Howden Compressors Limited Howden Sirocco Howden North America 2013 Howden Denmark A/S Howden Spain S.L Howden Netherlands Howden Australia (Pty) Limited Howden Group Limited UK Howden Holdings Limited UK Howden Process Compressors Limited Howden Compressors Limited Howden Hua Eng. Company Limited Howden North America Howden BC Compressors



– –



1 724 1 246



– –



– –



– –



1 687 2 397 – – – 171 – – 1 215



1 709 – – – 1 328 – 2 002 334 –



– – 17 969 – – – – – –



– – 4 525 – – – – – –



– – – 2 720 – – – – –



5 470



8 343



17 969



4 525



2 720



– – – 7 730 – – – – – 31 –



2 670 2 547 178 – – – 5 230 2 135 1 152 – 89



– – – – 20 059 – – – – – –



– – – – 8 118 – – – – – –



– – – – – 4 138 – – – – –



7 761



14 001



20 059



8 118



4 138



* Management’s view on employees making up key management personnel has been revised in the current year. Prior year amounts have been restated accordingly.
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Technology ERP Royalties licence licence fee Management from fee to/(from) to/(from) fee to/(from) related parties related parties related parties related parties R’000 R’000 R’000 R’000



34. RELATED PARTY Transactions (continued) company 2014 Related party transactions at Company level Howden Group Limited UK Howden Holdings Limited UK James Howden Holdings Limited Howden Donkin (Pty) Limited Howden Africa (Pty) Limited Exchange rate difference



17 969 – (6 237) (1 111) (18 445) –



4 525 – (4 582) – – 57



– 2 720 (633) – (2 087) –



– – (6 397) (2 424) (23 167) –



Howden Africa Holdings Limited



(7 824)



–



–



(31 988)



2013 Howden Group Limited UK Howden Holdings Limited UK James Howden Holdings Limited Howden Donkin (Pty) Limited Howden Africa (Pty) Limited



20 059 – (5 010) (1 161) (20 697)



8 118 – (8 118) – –



– 4 138 (1 314) – (2 824)



– – (6 105) (2 338) (27 956)



Howden Africa Holdings Limited



(6 809)



–



–



(36 399)



Amounts due Amounts from related owed to parties related parties



Amounts due from related parties



Amounts owed to related parties



Balances at 31 December



GROUP



2013



2014 Howden Denmark A/S Howden Spain S.L Howden Thomassen BV Netherlands Howden Australia (Pty) Limited Howden Group Limited UK Howden Holdings Limited UK Howden Mexico Howden Process Compressors Limited Howden Compressors Limited James Howden & Co Howden India



– – – 379 10 815 – – – – – –



853 – 1 339 1 203 64 417 7 316 46 1 329 35 – 8



– – – 8 407 10 523 – – – – – –



– 1 337 – 500 31 224 8 509 – 5 230 23 9 4



11 194



76 546



18 930



46 836



– – – 5 513 4 121 15 632



1 203 58 438 7 316 – – –



– – – 14 967 1 324 15 832



500 31 224 8 509 – – –



25 266



66 957



32 123



40 233



Company Howden Australia (Pty) Limited Howden Group Limited UK Howden Holdings Limited UK James Howden Holdings Limited Howden Donkin (Pty) Limited Howden Africa (Pty) Limited
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34. RELATED PARTY Transactions (continued) Management fees The management fees are in accordance with the management services agreement concluded between Howden Group Limited and Howden Africa Holdings Limited in terms of which the former provides designated management services to Howden Africa Holdings Limited and its subsidiaries. 



ERP licence fees ERP licence fees relate to the licence to utilise designated Howden software.







Technology licence fees Technology licence fees relate to the use of Howden technology in the manufacturing of goods by Howden Africa.



Royalties Royalties relate to the use of Howden intellectual property.



Amounts owing Howden Group Limited UK Management fees ERP licence fees Other Howden Holdings Limited UK Technology licence fees Other



2014 R’000



2013 R’000



38 028 13 024 2 550



20 059 8 118 (7 477)



53 602



20 700



6 814 502



8 026 483



7 316



8 509



Defined benefit fund There is no contractual agreement or stated policy for charging the net defined benefit cost, in relation to employees on the Howden South Africa Defined Benefit Pension Fund, to Group companies. The Group’s net contribution to the pension fund has been disclosed in note 12. Relationships Ultimate holding company Holding company Subsidiaries – wholly owned 
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Colfax Corporation Howden Group South Africa Limited James Howden Holdings Limited Howden Donkin (Pty) Limited Howden Africa (Pty) Limited
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Bonuses or performancerelated payments² R’000



Any other material Contribution benefit¹ to pension scheme received R’000 R’000



Fees for services as a director R’000



Basic salary R’000



– –



3 956 2 419



1 827 1 227



1 113 1 977



693 437



7 589 6 060



227 224



– –



– –



– –



– –



227 224



177



–



–



–



–



177



628



6 375



3 054



3 090



1 130



14 277



– –



3 652 2 208



1 243 831



774 1 653



587 363



6 256 5 055



203 203 203



– – –



– – –



– – –



– – –



203 203 203



609



5 860



2 074



2 427



950



11 920



Total R’000



35. DIRECTORS’ EMOLUMENTS for the year ended 31 December 2014 Executive directors T Bärwald K Johnson Non-executive directors H Mathe M Malebye S Badat (resigned 31 October 2014) for the year ended 31 December 2013 Executive directors T Bärwald K Johnson Non-executive directors H Mathe M Malebye S Badat



¹ Benefits are inclusive of medical aid, company vehicle costs, leave pay and expat allowances. ² Bonuses relate to the previous financial year.



All directors’ emoluments are paid by Howden Africa Holdings Limited. The base salaries of the executive directors are reviewed annually to ensure they are supportive of both the Company’s business objectives and the creation of shareholder wealth. Salaries are benchmarked against those paid to directors in companies in comparable sectors which are of a similar size. Performance-related payments Actual bonuses were assessed depending on the achievement of a number of corporate and individual targets. The main areas of measurement were: ■■ Bookings relative to budget and performance against previous year. (In 2013 Howden Africa achieved 56.5% in excess of budget). ■■ Operating profit relative to budget and performance against previous year. (In 2013 Howden Africa achieved 107.0% in excess of budget). ■■ Working capital turns relative to budget and performance against previous year. (In 2013 Howden Africa did not achieve budget). ■■ Personal performance based on completion of objectives. Maximum bonus only becomes payable for performance substantially in excess of budget and no bonus would be payable for performance that is substantially below budget.
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35. DIRECTORS’ EMOLUMENTS (continued) Share options There were no share options available for Howden Africa Holdings Limited. Directors participate in a scheme operated by the Group’s majority shareholder, Colfax Corporation. Service contract T Bärwald has a single service contract with Howden Australia (Pty) Limited and operates as Chief Executive Officer of the Company based on an agreement for an international assignment. The assignment commenced on 1 January 2009, covering an initial period of two years ending 31 December 2010. The contract has been extended to 31 December 2015. K Johnson has a single service contract with Howden Australia (Pty) Limited and operates as Chief Financial Officer of the Company based on an agreement for an international assignment. The assignment commenced on 23 October 2011, covering an initial period of two years ended 23 October 2013. The contract was initially extended to 23 October 2014 and has subsequently been extended to 30 April 2017 on the terms and conditions below: 



Termination periods for executive directors: ■■ Early termination by director: –  On mutually agreeable notice period to be agreed at the time of the event ■■ Early termination by Howden: –  Forthwith in the event of: • Their inability to carry out their duties for a consecutive period of six (6) months or more on account of physical or mental disability • Their conduct, including dishonesty and being convicted of an offence • Their prejudicial conduct to the business of Howden Africa • If employment with Howden Australia (Pty) Limited ceases at any time for whatsoever reason







There are no local restraints of trade applicable to executive directors.



M Malebye joined the board as an independent non-executive director on 7 November 2007. S Badat resigned as an independent non-executive director on 31 October 2014. H Mathe joined the board as an independent non-executive director with effect from 1 July 2012. M Patel joined the board as an independent non-executive director on 15 December 2014. All independent non-executive directors are appointed under a letter of appointment on a three-year rotation basis. There are no restraints of trade incorporated into independent non-executive director letters of appointment. Termination periods applicable to independent non-executive directors shall be on mutually agreed periods and shall be in accordance with any applicable legislation.



36. EVENTS AFTER REPORTING DATE 



There were no events identified after reporting date that require disclosure or an adjustment to the annual financial statements.
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Notice of annual general meeting HOWDEN AFRICA HOLDINGS LIMITED (Incorporated in the Republic of South Africa) Registration number 1996/002982/06) (the Company) JSE code: HWN ISIN: ZAE 000010583



NOTICE OF ANNUAL GENERAL MEETING



Notice is hereby given that an annual general meeting of shareholders of the Company will be held at its registered offices on Tuesday, 2 June 2015 at 1a Booysens Road, Booysens, Johannesburg, South Africa at 13:30 (the AGM) to consider and, if deemed fit, passing with or without modification all ordinary and special resolutions as set out below.



WHO HAS RECEIVED NOTICE OF THIS ANNUAL GENERAL MEETING



In accordance with section 59(1) of the Act the Company’s board of directors has resolved the record date for determining shareholders of the Company entitled to receive notice of this AGM as being those recorded as such in the share register of the Company, maintained by the transfer secretaries, as being the close of business on Friday, 20 March 2015.



WHO MAY ATTEND THIS ANNUAL GENERAL MEETING



In accordance with section 59(1(b) of the Act, the Company’s board of directors has resolved that the record date for determining which shareholders of the Company are entitled to attend, participate in, and to vote at this AGM, as Friday, 22 May 2015. Accordingly, the last date to trade in the Company’s shares on JSE Limited (JSE) in order to be eligible to attend, participate in and vote at this AGM is Friday, 15 May 2014.



ORDINARY BUSINESS



To consider and, if deemed fit, pass the following resolutions with or without modification: Ordinary resolution 1: Adoption of annual financial statements Resolved that the annual financial statements for the Company and the Howden Africa Group for the year ended 31 December 2014 be and are hereby adopted. Explanatory notes The complete annual financial statements are set out on pages 73 to 129 of the integrated report for the year ended 31 December 2014 and has been distributed as required by the Act and the JSE Listings Requirements. In addition to the annual financial statements, the integrated report also incorporates the external auditor’s report, Audit and Risk Committee report, directors’ report and the Remuneration, Nomination, Social and Ethics Committee’s report.



In order to be adopted this ordinary resolution requires the support of more than 50% of the voting rights exercised on the resolution. Ordinary resolution 2: External auditors Resolved that Ernst & Young be and are hereby appointed as Howden’s independent auditors, as nominated by its Audit and Risk Committee, and to note that the individual registered auditor who will undertake the audit during the financial year ending 31 December 2015 is Charles Trollope. Explanatory notes In order to be adopted this ordinary resolution requires the support of more than 50% of the voting rights exercised on the resolution. Ordinary resolution 3: Audit and Risk Committee Resolved that each of the following independent directors, who are eligible and offer themselves for election or re-election (whichever the case may be), be and are hereby re-elected as members of the company’s Audit and Risk Committee: 3.1 Mitesh Patel (member and chairman) 3.2 Morongwe Malebye (member) 3.3 Humphrey Mathe (member) Explanatory notes Biographies of these independent directors appear on pages 64 and 65 of the integrated report. The appointments numbered 3.1 to 3.3 constitute separate ordinary resolutions and will be considered by separate votes. In order to be adopted each ordinary resolution requires the support of more than 50% of the voting rights exercised on each resolution. Ordinary resolution 4: Remuneration policy Resolved that the Company and its subsidiaries’ remuneration policy for the 2015 financial year, appearing on pages 61 and 62 of the integrated report, be and is hereby endorsed by a non-binding advisory vote. Explanatory notes Chapter 2 of King III, dealing with boards and directors, requires companies to table their remuneration policy to shareholders for a non-binding advisory vote at each annual general meeting. This enables shareholders to express their views on remuneration policies adopted for executive directors and their implementation. The Company’s remuneration policy is detailed on page 61 of this report. In order to be endorsed this ordinary resolution requires the support of more than 50% of the voting rights exercised on the resolution.



The integrated report will also be available on the Company’s website, www.howden.co.za, and a printed copy can be obtained from the transfer secretaries and/or Company Secretary.
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Ordinary resolution 5: Directorate Resolved that each of the following directors, who retire from office at this meeting and offer themselves for re-election, be and are hereby re-elected as a director of the Company: 5.1 Morongwe Malebye 5.2 Humphrey Mathe 5.3 Mitesh Patel 5.4 Kevin Johnson 5.5 Thomas Bärwald Explanatory notes Biographies of these directors appear on pages 64 and 65 of this report. Reasons for re-election are explained on page 49. The appointments numbered 5.1 to 5.5 constitute separate ordinary resolutions and will be considered by separate votes. In order to be adopted each ordinary resolution requires the support of more than 50% of the voting rights exercised on each resolution. Ordinary resolution 6: Control of unissued share capital Resolved that the authorised but unissued shares in the capital of the Company be placed under the control of the directors who are hereby authorised and empowered to allot, issue and otherwise dispose thereof to such person or persons and on such terms and conditions at their discretion subject to a maximum of 15% (fifteen percent) of the issued share capital (excluding treasury shares) and subject to the JSE Listings Requirements. Explanatory notes In terms of the Company’s memorandum of incorporation, shareholders may authorise the directors to allot and issue authorised but unissued shares as the directors in their discretion deem fit. The existing general authorities granted by shareholders at the previous annual general meeting, held on 3 June 2014, will expire at the annual general meeting on 2 June 2015, unless renewed. The authorities will be subject to the Act. The aggregate number of ordinary shares able to be allotted and issued in terms of these authorities are limited as set out in the respective resolutions. The directors consider it advantageous to renew these authorities to enable the Company to take advantage of any business opportunity that may arise. In order to be adopted this ordinary resolution requires the support of more than 50% of the voting rights exercised on the resolution.
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Ordinary resolution number 7: General authority to issue shares for cash Resolved that the directors are hereby authorised as a general authority to allot and issue the authorised but unissued shares in the capital of the Company, for cash, subject to the Companies Act, the MOI of the Company and the JSE Listings Requirements, provided that: (a) the equity securities be of a class already in issue or, where this is not the case, must be limited to such securities or rights that are convertible into a class already in issue; (b) the equity securities must be issued to public shareholders, as defined in the JSE Listings Requirements, and not to related parties; and (c) the equity securities which are the subject of a general issue for cash may not exceed 15% of the Company’s listed equity securities as at the date of the notice of the annual general meeting, this number being 9 858 366 shares, provided that: (i) the authority shall be valid until Howden’s next annual general meeting, or for 15 months from the date on which the general issue for cash ordinary resolution was passed, whichever period is shorter, subject to the requirements of the JSE and to any other restrictions set out in this authority; (ii) the calculation of the applicant’s listed equity securities must be a factual assessment of the applicant’s listed equity securities as at the date of the notice of annual general meeting, excluding treasury shares; (iii) any equity securities issued under the authority during the period contemplated in (c)(i) above must be deducted from such number in (c) above; and (iv) in the event of a sub-division or consolidation of issued equity securities during the period contemplated in (c)(i), the existing authority must be adjusted accordingly to represent the same allocation ratio; (d) the maximum discount at which equity securities may be issued is 10% of the weighted average traded price of such equity securities measured over the 30 business days prior to the date that the price of the issue is agreed between the issuer and the party subscribing for the securities. The JSE should be consulted for a ruling if the applicant’s securities have not traded in such 30-business-day period; (e) a SENS announcement giving full details, including the impact on net asset value, net tangible asset value, earnings and headline earnings per share, will be published at the time of any issue representing, on a cumulative basis within a financial year, 5% or more of the number of securities in issue prior to the issue; and (f) the authority includes any options/convertible securities that are convertible into an existing class of equity securities, where applicable.
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Notice of annual general meeting continued Explanatory notes As with other resolutions the quorum requirement for the ordinary resolution number 7 to be validly considered is at least three shareholders as are present at the annual general meeting and able to exercise, in aggregate, at least 25% of all of the voting rights entitled to be exercised in respect of ordinary resolution number 7. In terms of the JSE Listings Requirements, the approval of a 75% majority of the votes cast by shareholders present or represented by proxy at this annual general meeting will be required for this authority to become effective. Special resolution 1: General approval for acquisition of the Company’s shares by the Company or a subsidiary Resolved that, by way of general approval, the Company is authorised in terms of its memorandum of incorporation or that of any subsidiary to acquire its own shares in terms of section 48 of the Act and in accordance with the JSE Listings Requirements, which currently provide inter alia that: a. Any such acquisition of Company shares will be effected through the order book operated by the JSE trading system and done without prior understanding or arrangement between the Company and the counterparty (reported trades are prohibited); b. This general authority will only be valid until the Company’s next annual general meeting; provided that it does not extend beyond 15 months from the date of passing this special resolution; c. At any point, the Company may only appoint one agent to effect any repurchase/s on its behalf; d. The Company may not repurchase its own shares during a prohibited period as defined in paragraph 3.67 of the JSE Listings Requirements unless it has a repurchase programme where the dates and quantities of securities to be traded during the relevant period are fixed (not subject to any variation) and full details of the programme have been disclosed in an announcement over SENS prior to the start of the prohibited period; e. An announcement will be published as soon as the Company has acquired shares constituting, cumulatively, 3% of the number of Company shares in issue at the time the authority is granted and for each subsequent 3% purchased, containing full details of such acquisition; f. Acquisitions by the Company or a subsidiary of the company’s shares may not, in any financial year, in the aggregate, exceed 20% of the number of shares in issue at the beginning of that financial year; g. In determining the price at which Company shares are acquired by the Company in terms of this general authority, the maximum premium at which shares may be purchased will be 10% of the weighted average of the market value of Company shares for the five business days immediately preceding the date of the relevant transactions; h. Prior to entering the market to proceed with the repurchase, the board, by resolution authorising the repurchase, has applied the solvency and liquidity test as set out in section 4 of the Act and reasonably concluded that the Company will satisfy the solvency and liquidity test immediately after completing the proposed repurchase.
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Explanatory notes This special resolution is required to grant to the Company permission, and to obtain a general approval in terms of the Act, to acquire its own shares. This general approval will be valid until the earlier of the next annual general meeting or its variation or revocation by special resolution by any subsequent annual general meeting; provided that the general authority does not extend beyond 15 months from the date of passing this special resolution. The Company intends to act under the general authority referred to in this special resolution if prevailing circumstances (including market conditions) warrant it. The Howden Africa board has considered the impact that a purchase of 20% of the Company’s shares (being the maximum number of Company shares that may be purchased in terms of this special resolution) would have on the Company and the Howden Africa Group and is of the opinion that: i. The Company and Howden Africa Group will be able in the ordinary course of business to pay its debts for a period of 12 months after the date of this annual report; ii. The assets of the Company and the Howden Africa Group will exceed the liabilities of the Company and Howden Africa Group for a period of 12 months after the date of this notice of annual general meeting. For this purpose, assets and liabilities will be recognised and measured in line with accounting policies used in the latest audited annual group financial statements; iii. The working capital, share capital and reserves of the Company and Howden Africa Group will be adequate for a period of 12 months after the date of this notice of annual general meeting. Other than the facts and developments noted in this integrated report, there have been no material changes in the financial or trading position of the Company and its subsidiaries since the date of signing the audit report and up to the date of this notice of annual general meeting. The directors have no specific intention, at present, for the Company or its subsidiaries to acquire any of the Company’s shares but consider that such a general authority should be put in place should an opportunity present itself to do so during the year, which is in the best interests of the Company and its shareholders. In order to be adopted this special resolution requires the support of more than 75% of the voting rights exercised on the resolution. The JSE Listings Requirements require, in terms of section 11.26, the following disclosures, which appear elsewhere in this integrated annual report: ■■ Major shareholders on page 118 ■■ Share capital of the Company on page 117 Directors’ responsibility statement The directors of the Company, collectively and individually, accept full responsibility for the accuracy of information relating to these special resolutions and certify that, to the best of their knowledge, no facts have been omitted that would make any statement false or misleading, and that all reasonable enquiries to ascertain such facts have been made and that these special resolutions contain all information required by law and by the JSE Listings Requirements. Howden  I  Integrated annual report 2014



Special resolution 2: Increase in directors’ fees Resolved that in terms of section 66(9) of the Act, the fees payable to non-executive directors be and are hereby restructured and increased as set out below with effect from 1 July 2015: Proposed 2015 fee 7% marketrelated increase



July 2014 – July 2015



Quarterly fee Independent non-executive directors Non-executive directors



R8 611 R0



R8 048 R0



Committee chairperson fee (per meeting) (paid in addition to the committee member fee) Audit and Risk Committee Remuneration, Nomination, Social and Ethics Committee



R6 459 R4 306



R6 036 R4 024



Lead independent director fee (per meeting)



R2 583



R2 414



Board of directors (per meeting) Member fee – Independent non-executive directors Member fee – Non-executive directors



R17 223 R0



R16 096 R0



Audit and Risk Committee (per meeting) Member fee



R17 223



R16 096



Remuneration, Nomination, Social and Ethics Committee (per meeting) Member fee – Independent non-executive directors Member fee – Non-executive directors



R17 223 R0



R16 096 R0



Explanatory notes The reason for and effect of this special resolution is to grant the Company the authority to pay fees to non-executive directors for their services as directors over the next 12-month period. In order to be adopted this special resolution requires the support of more than 75% of the voting rights exercised on the resolution.



VOTING AND PROXIES



All shareholders will be entitled to attend, speak and vote at the annual general meeting. Each shareholder is entitled to appoint one or more proxies (who need not be shareholders of the Company), to attend, participate in, speak and vote in place of that shareholder at the annual general meeting. The person appointed need not be a shareholder/member of the Company. All meeting participants will be required to provide identification reasonably satisfactory to the chairman of the meeting. A shareholder is entitled to appoint more than one proxy to exercise voting rights attached to different shares held by such shareholder.
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A form of proxy is attached for any shareholder who is unable to attend the annual general meeting, but wishes to be represented thereat. Forms of proxy must be forwarded to reach the registered office of the Company or its transfer secretaries, Computershare Investor Services (Proprietary) Limited, 70 Marshall Street, Johannesburg, 2001, or posted to the transfer secretaries at PO Box 61051, Marshalltown, 2107, South Africa, to be received by no later than 13:30 on 29 May 2015. Any shareholder who completes and lodges the form of proxy will nevertheless be entitled to attend and vote in person should such shareholder afterwards decide to do so. Shareholders who have not dematerialised their shares in the Company and therefore hold a share certificate, must complete the attached form of proxy as per the instructions therein and lodge it with the transfer secretaries of the Company (as detailed in the previous paragraph) to be received by not later than 13:30 on 29 May 2015. Shareholders who have already dematerialised their shares in the Company, but the shares are in their “own name”, must complete the attached form of proxy as per instructions therein and lodge it with the transfer secretaries (detailed above) to be received by not later than 13:30 on 29 May 2015.
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Notice of annual general meeting continued Shareholders who have dematerialised their shares, other than those members who have dematerialised their shares with “own name” registration, who are unable to attend the meeting but wish to be represented thereat, must contact their central securities depository participant (CSDP) or broker (as the case may be) in the manner and time stipulated in the agreement between that member and the CSDP/broker (as the case may be) to furnish the CSDP or broker (as the case may be) with their voting instructions and in the event that such members wish to attend the meeting, to obtain the necessary letter of representation from their CSDP/broker. In line with the Act, shareholders (or proxies) may participate in all or a part of the meeting by electronic means, provided that the form of electronic communication used ordinarily enables all participants to communicate concurrently with each other without an intermediary and to participate reasonably effectively in the meeting. For this purpose, shareholders are advised that they are entitled to participate in the meeting by electronic communication. Should any shareholder wish to participate in the meeting electronically, they must advise the Company by no later than 13:30 on 29 May 2015 by submitting the following, via email ([email protected]) addressed to the Company (for the attention of the Company Secretary): (a) Relevant contact details; (b) Full details of the shareholder’s title to shares issued by the company; (c) Written confirmation from the Company’s transfer secretary confirming the shareholder’s title to the shares; and (d) Proof of identity (certified copies of identity documents). On receiving the required information, the shareholder will be provided with: ■■ A secure code; ■■ Instructions to access electronic communication during the annual general meeting; and ■■ Voting procedures applicable. Shareholders must note that access to electronic communication will be at their expense. All meeting participants will be required to provide identification reasonably satisfactory to the chairman of the meeting. Every member present in person or by proxy and entitled to vote at the annual general meeting of the Company will, on a show of hands, have one vote only, irrespective of the number of shares that member holds. In a poll, every member will be entitled to that proportion of total votes in the Company which the aggregate amount of the nominal value of shares held by that member bears to the aggregate amount of the nominal value of all shares issued by the Company. Members registered in their own name are members who elected not to participate in the issuer-sponsored nominee programme and who appointed Computershare Custodial Services as their CSDP with the express instruction that their uncertified shares be registered in the electronic sub-register of members in their own names.



A proxy appointment made must be in writing, dated and signed by the shareholder and will remain valid only until the end of the meeting to be held on 2 June 2015, subject to section 58(5) of the Act dealing with revocation of proxies. Irrespective of the form of instrument used to appoint a proxy: (a) The appointment is suspended at any time and to the extent that the shareholder chooses to act directly and in person in exercising any rights as a shareholder (b) The appointment is revocable unless the proxy appointment expressly states otherwise (c) If the appointment is revocable, a shareholder may revoke the proxy appointment by: i. cancelling it in writing, or making a later inconsistent appointment of a proxy ii. delivering a copy of the revocation instrument to the proxy, and to the Company Revocation of a proxy appointment constitutes a complete and final cancellation of the proxy’s authority to act on behalf of the shareholder as of the later of: (a) The date stated in the revocation instrument, if any; or (b) The date on which the revocation instrument was delivered to the proxy and the Company. If the instrument appointing a proxy or proxies has been delivered to a company, as long as that appointment remains in effect, any notice required to be delivered by the Company to the shareholder must be delivered by the Company to: (a) The shareholder; or (b) The proxy or proxies, if the shareholder has: i. directed the Company to do so, in writing; and ii. paid any reasonable fee charged by the Company for doing so. A proxy is entitled to exercise, or abstain from exercising, any voting right of the shareholder without direction, except to the extent that the memorandum of incorporation, or instrument appointing the proxy, provides otherwise.



INTERPRETATION OF THIS NOTICE



All references in this notice of annual general meeting of shareholders to the JSE Listings Requirements mean the Listings Requirements of JSE Limited, as amended from time to time and as interpreted and applied or disapplied by the JSE. All references in this notice of annual general meeting of shareholders to the “Act” means the Companies Act, No 71 of 2008, as amended. By order of the board HOWDEN AFRICA HOLDINGS LIMITED



CC Koopman Group Company Secretary Johannesburg 23 March 2015
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Form of proxy HOWDEN AFRICA HOLDINGS LIMITED (Incorporated in the Republic of South Africa) Registration number 1996/002982/06) (the Company) JSE code: HWN ISIN: ZAE 000010583



FORM OF PROXY: Annual general meeting OF THE COMPANY TO BE HELD AT 13:30 ON 2 JUNE 2015 AT 1a BOOYSENS ROAD, BOOYSENS, JOHANNESBURG For use by shareholders who: ■■ hold shares in certificated form; ■■ have dematerialised their shares (ie have replaced the paper share certificates representing the shares with electronic records of ownership under the JSE’s electronic settlement system (Strate Limited) and are recorded in the sub-register in “own name” dematerialised form) (ie shareholders who have specifically instructed their central securities depository participant (CSDP) to hold their shares in their own name). If you are unable to attend the annual general meeting of members convened for 13:30 on Tuesday, 2 June 2015 and wish to be represented thereat, you must complete and return this form of proxy as soon as possible, but in any event to be received by not later than 13:30 on 29 May 2015, to Computershare Investor Services (Pty) Limited, 70 Marshall Street, Johannesburg, 2001, Republic of South Africa (PO Box 61051, Marshalltown, 2017). Shareholders who have dematerialised their shares and are not registered as “own name” dematerialised shareholders and who wish to attend the annual general meeting, must instruct their CSDP or broker to provide them with the relevant letter of representation to enable them to attend such meetings, or, alternatively, should they wish to vote but not attend the annual general meeting they must provide their CSDP/broker with their voting instructions in terms of the custody agreement between them and the CSDP/broker in the stipulated manner and cut-off time. I/We (please print full names) of (address) Telephone number



Cellular phone number



Email address being the holder(s) of



shares in the issued capital of the Company do hereby appoint:



1.



of



or failing him/her,



2.



of



or failing him/her,



3.



of



or failing him/her,



the chairman of the annual general meeting, as my/our proxy to act for me/us at the annual general meeting of the Company to be held on Tuesday, 2 June 2015 at 13:30 and at any adjournment thereof, at the Company’s registered office, 1A Booysens Road, Booysens, Johannesburg and to vote for me/us on my/our behalf in respect of the undermentioned resolutions in accordance with the following instructions: For



Against



Abstain



Ordinary resolutions Adoption of annual financial statements for the year ended 31 December 2014 Appointment of external auditors Appointment of members of the Audit and Risk Committee ■■ Mitesh Patel (member and chairman) ■■ Morongwe Malebye ■■ Humphrey Mathe Non-binding advisory endorsement of Company’s remuneration policy Directorate ■■ Re-election of Morongwe Malebye ■■ Re-election of Humphrey Mathe ■■ Re-election of Mitesh Patel ■■ Re-election of Kevin Johnson ■■ Re-election of Thomas Bärwald Control of 15% of unissued share capital General authority to issue shares for cash Special resolutions General approval for the acquisition of its shares by the Company and/or its subsidiaries Restructure and increase of directors’ fees (Indicate instruction to proxy by making a cross in space provided above.) Signed at



on



2015



Signature



Assisted by me (where applicable) Except as instructed above or if no instructions are inserted above, my proxy may vote as he/she thinks fit. Howden  I  Integrated annual report 2014
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Notes to form of proxy Instructions on signing and lodging the annual general meeting form of proxy 1. A deletion of any printed matter and completion of any blank spaces need not be signed or initialled. Any other alteration must be signed, not initialled. 2. The chairman will be entitled to decline to accept the authority of the signatory: (a) under a power of attorney; or (b) on behalf of a company, if the power of attorney or authority has not been deposited at the office of the Company’s transfer secretaries, Computershare Investor Services (Pty) Limited, 70 Marshall Street, Johannesburg, 2001, Republic of South Africa (PO Box 61051, Marshalltown, 2107), by not later than 13:30 on 29 May 2015. 3. The signatory may insert the name(s) of any person(s) whom the signatory wishes to appoint as his/her proxy in the blank spaces provided. 4. When there are joint holders of shares and if more than one of those joint holders is present or represented, the person whose name stands first in the register in respect of such shares of his/her proxy, as the case may be, will alone be entitled to vote in respect thereof. 5. The completion and lodging of this form of proxy will not preclude the signatory from attending the meeting and speaking and voting in person to the exclusion of any proxy appointed in terms hereof should such signatory wish to do so. 6. Forms of proxy must be deposited at the office of the Company’s transfer secretaries, Computershare Investor Services (Pty) Limited, 70 Marshall Street, Johannesburg, 2001, Republic of South Africa (PO Box 61051, Marshalltown, 2107), by not later than 13:30 on 29 May 2015. 7. If the signatory does not indicate in the appropriate place on the face of this form how he/she wishes to vote on a particular resolution, the proxy will be entitled to vote as he/she deems fit on that resolution. 8. The chairman of the annual general meeting may reject any form of proxy which is completed other than in accordance with these instructions, provided that he may accept such forms of proxy where he is satisfied on the manner in which a member wishes to vote. Summary in terms of section 58(8)(b)(i) of the Companies Act 71 of 2008 (Act), as amended: Section 58(8)(b)(i) provides that if a company supplies a form of instrument for appointing a proxy, the form of proxy supplied by the Company to appoint a proxy must bear a reasonably prominent summary of the rights established by section 58 of the Act, which is set out below: ■■ A shareholder of a company may, at any time, appoint any individual, including an individual who is not a shareholder of that company, as a proxy, among other things, to participate in, and speak and vote at a shareholders’ meeting on behalf of the shareholder. ■■ A shareholder may appoint two or more persons concurrently as proxies, and may appoint more than one proxy to exercise voting rights attached to different securities held by the shareholder. ■■ A proxy may delegate the proxy’s authority to act on behalf of the shareholder to another person. ■■ A proxy appointment must be in writing, dated and signed by the shareholder; and remains valid only until the end of the meeting at which it was intended to be used, unless the proxy appointment is revoked, in which case the proxy appointment will be cancelled with effect from such revocation. ■■ A shareholder may revoke a proxy appointment in writing. ■■ A proxy appointment is suspended at any time and to the extent that the shareholder chooses to act directly and in person in exercising any rights as a shareholder. ■■ A proxy is entitled to exercise, or abstain from exercising, any voting right of the shareholder without direction.
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Corporate information Howden Africa Holdings Limited



Sponsor



(Incorporated in the Republic of South Africa) (Registration number 1996/002982/06) JSE code: HWN ISIN: ZAE000010583



PricewaterhouseCoopers Corporate Finance (Proprietary) Limited 2 Eglin Road Sunninghill 2157



Registered office 1a Booysens Road Booysens South Africa 2019 (PO Box 2239, Johannesburg, 2000) Telephone: +27 11 240 4000 Telefax: +27 11 493 0545



Transfer secretaries Computershare Investor Services (Proprietary) Limited Ground Floor 70 Marshall Street Johannesburg, 2001 (PO Box 61051, Marshalltown 2107)



External Auditors Ernst & Young Inc. 102 Rivonia Road Sandton 2194



Shareholder contact information Investor Relations Carmen Koopman Company Secretary +27 11 240 4000 [email protected]



BASTION GRAPHICS



Howden Africa 1a Booysens Road Booysens 2091 PO Box 2239 Johannesburg 2000 South Africa Tel: +27 11 240 4000 Fax: +27 11 493 0545 Email: [email protected]



©Howden Group Limited. All rights reserved. 2014



Howden and the flying H logo are registered trade marks belonging to the Howden Group.
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