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1963

 Prima established

 Malans established 
(acquired in 2008)

1965
 Lancaster Quarries 

established

1973
 Lancaster Precast 

established

2003
 Empowerment transaction 

between Mega Oils and Prima

To be highly respected for our expertise, innovative and professional approach in providing quality materials, commodities and services 

throughout southern Africa. Our vision is built on:

Well-managed operations   Innovative, flexible solutions 

Responsible, honest and motivated personnel   Effective, reliable systems 

Being the ‘preferred business partner’   More than satisfied stakeholders 

Healthy finances   Concern for community and the environment

Vision

To operate open cast mines, add value through beneficiation of mined products and provide contracting services to customers 

and thereby to:

Set industry benchmarks for quality and service   Maintain sustainable profit growth

Ensure perpetual customer satisfaction   Ensure enduring shareholder value

Mission
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2007
 Afrimat formed from 

merger of Lancaster and 
Prima 

 Afrimat listed on 
main board of JSE 

in ‘Construction and 
Building Materials’ sector

2008
 Acquired Malans 
Group and Denver 

Quarries

 Acquired two quarries 
and a concrete brick 

and block factory 
in KwaZulu-Natal

2009
 National footprint 

expanded into 
Gauteng, Limpopo 
and Mpumalanga

 Acquisition of 
Sunshine Crushers in 

Dundee, 
KwaZulu-Natal

2010
  Afrimat BEE Trust 

acquires 15,8% 
interest in group

 BEE shareholding 
increased to 26,1%

 Acquisition of Blue 
Platinum quarry

2011
 Diversifi cation into 

industrial minerals with 
acquisition of Glen 

Douglas dolomite mine

Trust   Integrity   Respect 

Accountability   Teamwork   Customer satisfaction

Our intrinsic values that form the golden thread weaving through every aspect of our culture and performance are:

Values
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Group Profi le

Afrimat is one of southern Africa’s leading black 

empowered materials suppliers, extending 

beyond construction markets to growth 

sectors including industrial minerals, mining, 

and transport (road and rail). Specifi cally the 

group is a specialist in open cast mining and 

the production of a wide range of benefi ciated 

products. Afrimat’s core subsidiaries have been 

in operation for more than 45 years. 

The group’s wide product and services range 

enables a flexible offering to meet diverse 

customer requirements ranging from major 

public sector/parastatal projects to small 

private sector projects. 

Today Afrimat is one of the largest suppliers of 

aggregates in the country with product sales 

volumes of 7,1 million tonnes (2010: 5,8 million 

tonnes). The group is listed on the Construction 

& Building Materials sector of the JSE 

Main Board.

Afrimat comprises three key divisions: Mining 

& Aggregates – including contracting activities 

such as mobile crushing and drilling & blasting; 

Readymix; and Concrete Products.

The group’s consistently low staff turnover 

has resulted in a deep skills pool. Real 

transformation is integral to the group’s 

sustainability, starting internally with staff and 

management and extending to communities 

at large with upliftment and development 

programmes. In addition the safety and 

health – the general wellbeing and ability to 

thrive – of Afrimat’s employees as well as 

environmental conservation are imperative to 

the group’s long-term business strategy. 
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Operations are located over a wide geographical 
area including rural and urban regions in the 

Western Cape, Eastern Cape, KwaZulu-Natal, 
Free State, Gauteng, Limpopo and Mpumalanga provinces as 

well as in Namibia. Its head offi  ce is located 
in Cape Town with regional offi  ces in Vryheid, 

Port Elizabeth, Cape Town, Worcester and Johannesburg

Geographical Footprint
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Value Added Statement
for the year ended 28 February 2011

Set out below is the wealth created by the group and its employees during the year under review and how it was applied.

2011

R

2010

R

Revenue  854 495 775  778 015 852 

Cost of services provided  525 622 166  483 760 150 

Value added by operations  328 873 609  294 255 702 

Non-operating income  9 432 123  6 807 619 

Total value added  338 305 732  301 063 321 

Applied as follows:

To remunerate employees:

– Salaries, wages, pensions, bonus and other benefi ts  174 481 807  146 671 862 

To reward providers of capital:

– Dividends  22 445 835  19 334 514 

– Interest on loans  10 952 236  12 959 655 

To the State:

– Direct taxes  31 784 144  29 864 484 

To replace assets:

– Depreciation  44 880 075  38 642 472 

To expand the group:

– Retained earnings  53 761 635  53 590 334 

Total value added  338 305 732  301 063 321 



Five Year Summary

2011
R

2010
R

2009
R

2008
R

2007
R

Financial results and status
Revenue  854 495 775  778 015 852  687 090 781  611 659 677  349 032 479 
Operating profi t  109 826 390  108 923 749  95 047 731  137 116 980  69 773 272 
Profi t after tax  76 540 889  72 912 631  58 097 312  95 409 650  53 388 339 
Headline earnings  73 858 801  70 437 121  54 074 971  92 547 890  51 568 998 
Net operating assets  619 042 444  584 201 055  535 904 328  485 446 536  304 441 735 
Total assets  952 880 857  843 286 618  754 581 483  660 414 544  444 281 023 
Total equity  616 326 266  564 498 340  493 768 961  464 901 420  298 106 270 
Total liabilities  336 554 591  278 788 278  260 812 522  195 513 124  146 174 753 
Net cash from operating activities  130 579 439  134 757 595  72 587 134  71 422 658  65 745 236 

Share performance
Number of ordinary shares in issue  143 262 412  143 262 412  133 762 412  133 762 738  124 299 497 
Number of treasury shares  5 149 510  3 398 280  855 829  119 563  – 
Weighted number of ordinary shares in issue
less treasury shares  138 596 357  137 236 345  133 480 115  131 381 662  88 150 472 
Market price per share at date of listing (7 November 2006)
(Issue price 500 cents) 820
Market price per share at year-end (cents) 330 313 196 745 949
Price: earnings ratio  6,2  6,1  4,8  10,6  16,2 
Market capitalisation based on issued shares  472 765 960  448 411 350  262 174 328  996 532 398  1 179 602 227
Market capitalisation based on issued shares less 
treasury shares  455 772 577  437 774 733  260 496 903  995 641 654  1 179 602 227 

Profi tability ratios
Operating profi t margin 12,9% 14,0% 13,8% 22,4% 20,0%
Earnings per ordinary share (cents) 54,9  53,1  43,2 72,3 58,7
Headline earnings per share (cents) 53,3 51,3 40,5 70,4 58,5
Dividends declared (cents) – Interim  6,0  6,0  5,0  7,0  – 
 – Final  11,0  10,0  8,0  16,0  – 

 17,0  16,0  13,0  23,0  – 

PBIT return on net operating assets/liabilities 17,7% 18,6% 17,7% 28,2% 22,9%
Return on shareholders’ funds 12,0% 12,5% 11,0% 19,9% 17,3%

Utilisation of assets ratios
Revenue: fi xed assets 2,12 2,02 1,80 1,98 1,83
Revenue: net operating assets 1,38 1,33 1,28 1,26 1,15
Net asset value per share (cents) 430 394 369 348 240
Tangible net asset value per share (cents) 350 313 282 264 203

Liquidity and solvency ratios
Current assets: current liabilities 1,74 1,66 1,75 2,02 2,28
Debt/overdraft less cash: equity 5,2% 10,6% 18,8% 5,8% (0,7%)
Total liabilities: shareholders’ funds 54,6% 49,4% 52,8% 42,1% 49,0%
Dividend cover  3,03  3,07  3,11  3,01  – 
Interest cover 18,47 12,83 10,92 43,6 (9,58)

Productivity and effi ciency ratios
Number of employees at year-end  1 630  1 440  1 462  1 498  1 393 
Revenue per weighted number of employees  569 284  540 289  469 966  424 469  453 878 
Depreciation  44 880 075  38 642 472  37 612 796  33 305 777  15 084 567 
Electricity usage (Rands)  13 610 957  9 798 571  6 948 028  6 243 305  4 537 905 
Fuel usage (Rands)  64 455 066  49 315 387  64 779 211  47 955 834  33 747 128 
Average fuel price (Western Cape) (Rand/litre)  7,59  6,73  8,94  6,31 5,58
Cement usage (Rands)  88 203 858  92 596 820  91 724 204  73 070 486 59 429 187
Disabling Injuries Frequency Rate 2,47 3,66 4,38 4,12
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Mining & Aggregates

Financial performance

 R’000 2011 2010 % change

External revenue > 581 878 487 387 19,4

Operating profi t **> 98 968 83 633 18,3

Operating profi t margin (%) 17,0 17,2

Capital expenditure 38 938 29 202

Headcount 996 815

> Boosted by acquisition of Glen Douglas during the year (included for two 
months from acquisition date) 

** Reduced by R3 million in respect of the new Mineral and Petroleum 
Resources Royalty Act effective 1 March 2010

Prospects
A number of new large-scale road contracts have been secured 

across the country to replace current projects coming to an 

end. Another exciting large-scale project on the horizon is the 

Winelands N1/N2 tollroad project in the Western Cape and it is 

projected that Afrimat will be a major aggregates and contract 

services supplier to the project due to the close proximity of its 

operations. Although adjudication is currently behind schedule, 

successful bidders are expected on site in 2012. Capital expenditure 

for the Mining & Aggregates division for 2012 is projected at 

R63,3 million.

Business model
The division extracts metallurgical dolomite and aggregates 

through open cast mining. These raw materials are benefi ciated 

into products varying widely in size and technical specifi cation 

primarily for the metallurgical industry, and into aggregates for 

large-scale civil engineering and infrastructure projects.

Supply to major projects such as the Medupi and Kusile Power 

Stations continues. The group currently has an established, 

diversified base of more than 4 000 customers with no single 

project accumulating to more than 4% of revenue in any fi nancial 

year. Approximately 20% of sales are derived from specifi c project 

tenders.

Reflecting cohesive vertical integration, Afrimat’s proprietary 

commercial quarries – located in seven of South Africa’s provinces 

and in Namibia – also supply the majority of aggregates for the 

Readymix and Concrete Products divisions. The group’s broad 

geographic capability is enhanced by Afrimat’s flexible service 

delivery model utilising mobile equipment, which has positioned 

the group to become a key player in contracting.

Afrimat continually ensures that reserves are adequate and 

sustainable for the long-term needs of the group. The remaining 

life of mines/quarries varies between 17 years and in excess of 

30 years. Mining licences are mainly held by Afrimat’s subsidiaries. 

12 of the 20 old order mining rights have to date been converted 

to new order rights – the remaining conversions are in the process 

of approval by the DMR. Quarries/mines are located on leased land 

and owned land.

Operating profi t

90%

R110m

Commercial quarries 25  Sand mines 6  Dolomite mine 1 

Contracting: mobile crushing and drilling & blasting

Highlights 2011

Significant increase in volumes  Solid contracting activities 

Successful entry into industrial minerals  

Immediate positive contribution from Glen Douglas
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Readymix

Business model
The division supplies concrete primarily to large-scale civil 

engineering and infrastructure projects through fi xed and mobile 

readymix plants, where concrete is batched on demand and then 

transported to site by concrete mixer trucks. Products meet the 

standards set by SARMA. Batching sites are located on leased land 

and owned land.

Financial performance

 R’000 2011  2010 % change

External revenue 166 988 188 295 (11,3)

Operating profi t 2 428 11 736 (79,3)

Operating profi t margin (%) 1,5 6,2

Capital expenditure 1 554 4 459

Headcount 140 159

Prospects
Although not a material profi t centre for the group, the division 

continues to offer a strategic advantage in that it is a net purchaser 

of aggregates from Afrimat’s Mining & Aggregates division. Capital 

expenditure for Readymix for 2012 is projected at R2,2 million .

Operating profi t
2%

R110m

Batching sites 18  

Highlights 2011 

Frail market conditions  Lower volumes  

Increase in average selling price
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Concrete Products

Business model
The division operates primarily in KwaZulu-Natal, the Free State 

and Worcester in the Western Cape, manufacturing concrete bricks 

and blocks largely for low-cost housing. The bulk of the products 

produced carry the SABS seal of approval. Factories are located on 

leased land and owned land.

Financial performance

 R’000 2011  2010 % change

External revenue 105 630 102 334 3,2

Operating profi t 11 003 12 347 (10,9)

Operating profi t margin (%) 10,4 12,1

Capital expenditure 3 545 3 647

Headcount 475 452

Prospects
Concrete Products is a steady profi t generator for the group on a 

consistent basis. As such a continued contribution to the group’s 

bottom line is anticipated. Capital expenditure for Concrete 

Products for 2012 is projected at R8,5 million .

Operating profi t
10%

R110m

Concrete brick & block factories 8  

Highlights 2011  

Increase in volumes  Improved operational efficiencies

Refurbishment of plants gaining momentum
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Introduction
Against the backdrop of a challenging trading environment, 

Afrimat extended its geographic footprint in Gauteng and posted 

a good performance for the year. The focus on cost rationalisation 

and growth initiatives ensured that the group consolidated and 

cemented a solid platform for growth.

The trading environment
The global financial crisis as well as government’s inability 

to commence infrastructure spending at required levels have 

generated a tough macro-economic environment in South Africa. 

Tight credit restraints continued to affect the residential sector and 

funding of mega projects such as Kusile Power Station. 

However, the beleaguered economic cycle would now appear to 

be bottoming out locally and globally with the first indications 

evident of a slow recovery. The commodities boom has re-captured 

impetus on the back of higher demand from India and China.

The South African legislative terrain is becoming increasingly 

challenging to navigate as it grows more complex, for instance 

through legislation such as the updated Companies and Consumer 

Protection Acts. This is compounded by transformation regulation 

such as B-BBEE Codes and industry charters – the Mining Charter 

for Afrimat. 

Looking ahead we expect industry deconsolidation to take hold 

with critical right-sizing initiatives. Smaller competitors who have 

been impacted by overpriced prior acquisitions are now being 

forced to sell non-core and underperforming assets and to incur 

impairments. 

Investor sentiment
Smaller-sized companies, especially those associated with the 

construction sector have fallen out of favour with the investment 

community, which resulted in the relevant JSE trading prices 

coming under pressure. Generally volatility in global markets has 

also resulted in investor confidence descending to a relatively 

low level and the consequent uncertainty has resulted in a lack 

of direction.

Chairman’s Report

Strategy
We intend to continue applying the business strategy that to date 

has yielded positive results for the group and enabled Afrimat to 

maintain growth in a diffi cult economic and trading environment. 

The group seeks to add value along the supply chain from 

aggregates upwards, and to capitalise on opportunities such as 

industrial minerals where synergies exist and core competencies 

can be applied.

We will accordingly progress our diversification programme 

acquisitively and organically to continue generating a balanced 

and consistent income stream. This will entail our continued move 

towards related technology businesses to limit exclusive exposure 

to the construction sectors. The business development team will 

continue to focus on growth through product enhancement and 

extension as well as strategic geographic diversifi cation into high 

growth areas particularly those benefi ting from public sector spend 

on infrastructure and industrial mineral applications. 

Our wide geographical footprint across southern Africa is a 

signifi cant competitive advantage, and we will work to sustain and 

advance this where viable. 

The year under review
Notwithstanding numerous obstacles in a still tough market, the 

group delivered growth in key performance indicators (see CEO’s 

Report, annual financial statements and accompanying notes 

for further details). Notably, return on shareholders’ funds for the 

year of 12,0% is signifi cant relative to market conditions and peer 

performance and net debt to equity at 5,2% was contained well 

below the maximum target of 25% set by the board.

In light of the group’s performance, the board continued its track 

record of dividend payments and declared dividends for the year 

totalling 17 cents a share compared to 16 cents for the previous 

year. Dividend cover remains at three times HEPS and we are intent 

on maintaining this policy going forward.

We continued our share repurchase programme during the year, 

having bought back a cumulative total of 4,9 million shares by year-
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end. All necessary approvals are in place to continue this going 

forward. Although not an aggressive buyer and provided the free 

cash is available Afrimat will continue to take advantage of these 

opportunities. Post year-end to date 0,6 million shares have been 

repurchased. 

BEE
The group remains committed to improving B-BBEE to ensure 

genuine transformation and so contribute meaningfully to the South 

African business and socio-economic environment.

Afrimat’s BEE shareholding credentials remained unchanged 

during the year while the broad-based empowerment shareholding 

scheme for employees remains strong. At group level existing BEE 

shareholders and Afrimat’s Black employees hold in aggregate 

26,12% of the issued shares – Afrimat is therefore compliant with 

the Mining Charter’s BEE shareholding requirements ahead of the 

2014 deadline. 

Afrimat obtained B-BBEE ratings for individual subsidiaries from 

an independent empowerment rating agency. During the year 

most subsidiaries refl ected an improved rating. Notwithstanding 

an empowered ownership platform, Afrimat remains dedicated 

to enhancing all aspects of B-BBEE across the group on an 

ongoing basis. In particular the group made pleasing progress on 

employment equity during the year and this will remain an area 

of focus.

Sustainability
Responsible corporate citizenship and sustainability management 

are inherent to Afrimat’s corporate culture. To this end, our former 

SHE Committee has recently become the Sustainability Committee 

with a broader mandate encapsulating all aspects of sustainable 

business practices. These include safety, health and environment 

as well as responsible corporate citizenship, ethics and values 

and transformation.

Afrimat aims to realise
 its strategic objective 

to “be there fi rst”
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We intend to continue striving to apply the principles of the King III 

Report as far as practically possible and explain those with which 

we do not comply. 

Our values, as encapsulated in detail in our Code of Conduct, defi ne 

every aspect of our culture and performance (see “Afrimat at a 

Glance”). We believe in conducting business with partners and 

customers as we do with our own people – honestly, integrously and 

always in an environment of mutual respect which we engender 

through regular,  f ree d iscuss ion and remain ing open to 

suggestions of improvement. We believe in taking responsibility for 

achievements as well as challenges, and demand this at the highest 

levels of management to lead by example. We further believe that 

without each valuable member of our team, every loyal customer 

irrespective of size and all effi cient suppliers, we cannot maintain 

our momentum and so we make sure teamwork is an indelible part 

of our day-to-day operational approach and corporate mentality.

In terms of our commitment to our people, the board continually 

strives to improve the group’s safety performance and signifi cant 

advancements were made during the year with a DIFR of 2,47. 

Chairman’s Report (continued)

Appropriate policies and procedures are in place to ensure that 

our safety record improves even further. (See “Sustainability 

Report” for further detail). To assist in this and enhance general 

risk management, risk management systems have been formalised 

throughout the group. 

At the same time, we remain steadfastly committed to generating 

value-add for shareholders by economic returns from consistent 

quality of service and output. In growing the business we give 

due consideration to all stakeholders including investors, staff, 

customers, government and the communities in which we operate 

and take into account not only economic growth objectives, but 

social and environmental imperatives. When fulfi lling new contracts, 

a priority is job creation and we look to surrounding communities 

for appropriate labour to empower and develop. In this way we give 

back to the communities in the regions in which we operate.

Our corporate social investment initiatives echo our commitment 

to an integrated approach to business, with focus on schools and 

community upliftment in the areas in which Afrimat operates. 

We believe in taking 
responsibility for 

achievements as well 
as challenges
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Corporate governance
Afrimat has made further progress in the implementation of 

best practice corporate governance processes and procedures 

ensuring that all policies are brought in line with the King III Report. 

In addition risk management systems have been formalised 

throughout the group while risk management administration and 

information systems are continually being improved and regularly 

reviewed throughout the group.

A stakeholder register has been compiled to improve communication 

to stakeholders while the communication with the investment 

community has made positive progress.

Further Afrimat improved enterprise information systems through 

the implementation of ERP and real-time sales systems, which will 

enable management to take better informed and timeous decisions.

Prospects
Prospects for the construction and materials supply industries 

remain contingent on the general economic outlook and sentiment, 

signifi cantly infl uenced by confi dence in developed countries to 

service their debt. In the short term we expect the diffi cult business 

conditions to prevail but we anticipate a more vibrant economic 

climate in 2012. In the South African context a dramatic need to 

refurbish and expand key infrastructure will have to come into more 

active play. 

Afr imat wi l l  remain focused on the execution of strategic 

aspirations, consolidating and integrating new business and growth 

in shareholder value. In these conditions growth is possible and will 

remain dependent on a speedy uptick in construction activity. 

We will continue to create a fl ourishing and challenging environment 

for Afrimat’s employees to ensure we are able to attract and retain 

competent staff and we will continually assess our skills pool 

and levels of expertise to ensure we remain at the forefront of 

our industry. 

Afrimat’s closing share price on 28 February 2011 of R3,30 put the 

company on a PE of 6,2, making it an attractive investment. This 

confi dence has been affi rmed by the increasing trade in the counter 

since year-end which culminated in a higher closing price on 

23 June of R3,85.

Our people
During the year we welcomed to the board Gert Coffee as an 

executive director (effective 4 November 2010), further enhancing 

the balance of skills and experience. We look forward to his input. 

Also during the year I again enjoyed the considerable contribution 

and wise input of my other fellow directors, and I thank them 

for this.

I am proud of the commitment of our entire team, led by CEO 

Andries van Heerden, which drove our performance for the year. 

Thanks to Andries, the management team and each employee for 

their tenacity and skill that enabled Afrimat to shine in hard times.

Thank you also to our loyal stakeholders for your faith in the group. 

We aim to continue vindicating this with sustained growth.

Matie von Wielligh

Chairman

27 June 2011



16 Afrimat Integrated Annual Report 2011

Directorate

Executive Directors
Andries J van Heerden (45)
Chief Executive Offi cer

B.Eng (Mech) MBA (University of Stellenbosch) 
Government Certifi cate of Competence

Andries has extensive experience in strategic 
positioning, marketing and fi nance. During 2001 
he joined the Prima group as a director and 
became managing director two years later. He 
left Prima in 2005 and formed a consortium 
which acquired the Lancaster group, of which 
he became chief executive. He was instrumental 
in 2006 in the formation and listing of Afrimat 
from the merger of Prima and Lancaster. Andries 
was a fi nalist in the 2008 Ernst & Young World 
Entrepreneur awards in the category ‘Emerging 
Entrepreneur’.

Hendrik P Verreynne (54)
Financial Director

B.Compt Hons CA(SA)

Hendrik, a chartered accountant, has extensive 
experience in fi nancial and information technology 
management, corporate governance and BEE. 
Prior to joining Afrimat in 2007 he was fi nancial 
director for Oceana Brands Limited. Previously he 
was a senior executive in fi nance for Woolworths 
and Borden Foods and fi nancial director of Sea 
Harvest Limited.

Peter G Corbin (62)
B.Sc B.Eng (University of Stellenbosch)

Peter has extensive experience in the engineering 
sector and particularly in roads construction, 
having worked as an engineer at the Department 
of Internal Affairs and as the resident engineer 
at VKE Consulting Engineers. He was divisional 
director at Concor Construction (Pty) Limited 
prior to joining Prima in 1985, where he was 
promoted to managing director in 2005. He is 
now responsible for New Business Development 
in the Afrimat group.

Gert Johannes Coffee (60)
Chief Operating Offi cer: Mining & 
Aggregates

B.Sc B.Eng. Mechanical (Industrial)

A registered professional engineer, Gert has spent 
the past 33 years in the civil construction and 
materials supply industries in various executive 
management capacities. He joined Afrimat in 
January 2010 as the chief operating offi cer of the 
Mining & Aggregates division and was appointed 
to the board in November 2010.

Non-Executive Directors
Loyiso Dotwana (47)
B.Sc Civil Engineering (University of Cape Town)

Loyiso has worked as a civil engineer in design and 
project management for more than 20 years. He 
specialised in design and contract administration 
of township services, rural and urban roads 
and national roads. He has been involved in the 
conceptual and detailed design of bulk services 
for the Coega Industrial Development Zone in 
Port Elizabeth. Loyiso founded Illiso Consulting 
(Pty) Limited, one of South Africa’s largest black-
owned consulting engineering companies, of 
which he is currently a director and the major 
shareholder.

Francois du Toit (64)
Francois joined Prima Klipbrekers (Pty) Limited as 
managing director in 1967 and helped establish 
the Prima group twelve years later, where he 
remained as managing director until 2003 and as 
chairman until his retirement in 2009.
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Dr Laurie P Korsten (69)
PhD (Honoris Causa) (Potchefstroom University) 

Laurie began his professional career at the Industrial Development 
Corporation (IDC) where he later headed up the Financial Investigations 
and Small Business divisions. He was one of the founding shareholders 
and executive directors of Finansbank Limited. He is also a past chairman 
of the SA Merchant Bankers Association and a past executive chairman of 
Volkskas Merchant Bank and Volkskas International Bank. In 1991 Laurie 
was appointed by the South African Cabinet as Chairman of the Korsten 
Committee to investigate government pension funds. He also served as 
chairman of Rusfurn Limited and as a trustee of CANSA. Currently he 
serves as chairman and controlling shareholder of the investment holding 
companies Korfonds (Pty) Limited and Forecast Investments (Pty) Limited. 

Independent Non-Executive Directors
Phuti RE Tsukudu (57)
M Ed, (University of Bristol) Post graduate 
Diploma in Adult Education B.A. (SW) 

Phuti is an organisational development and 
management consultant and is currently managing 
director/senior consultant at Tsukudu Associates 
and a partner/senior consultant at CRG PPS. 
She has extensive experience in organisational 
development, Human Resources management 
and Human Resources development in the public, 
private and non-governmental sectors – over 
15 years’ experience as an independent consultant 
and over 10 years as a community development 
practitioner working in the development and 
education arena. She continues to hold a number 
of board positions. 

Hendrik (Hennie) JE van Wyk (67)
B.Com CA(SA)

Hennie qualified as a chartered accountant 
in 1975 with Brink Roos & Du Toit, where he 
became partner three years later. In 1987 he was 
appointed lead partner in the Cape Town offi ce 
of Theron du Toit and in 1990 lead partner of 
Coopers & Lybrand at the time of the merger with 
Theron du Toit. In 1998 he became managing 
partner of PwC Inc. (Western Cape), a position 
that he held until his retirement.

Marthinus (Matie) W von Wielligh 
(59)
Chairman

B.Sc (Mech. Eng.) (University of Pretoria) MBA 
(University of Stellenbosch) Stanford Executive 
Programme (Stanford University USA)

Matie has over 35 years’ professional experience 
in the mining industry. At Iscor Mining and Kumba 
Resources he served in various management 
positions before becoming managing director of 
Sishen Iron Ore Company until 2006. At Kumba 
Resources he was general manager of the Iron 
Ore Business. He has extensive experience and 
currently consults on business strategy, fi nancial 
and information management, new business 
development, feasibility studies and project 
management.

Non-Executive Directors (continued)
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Introduction
The year was one of signifi cant achievement for the group, marking 

continued growth in the face of diffi cult industry conditions. We 

recorded a 10% top line increase generating a 5% rise in profi ts. 

The commendable results refl ect the benefi ts of our sustained focus 

on new business development over past years and successful 

expansion and diversifi cation into high growth regions and sectors. 

During the year we concluded the strategic acquisition of Glen 

Douglas south of Johannesburg, initiating a foothold for the group 

in industrial minerals. The Glen Douglas quarry will be the largest in 

Afrimat’s portfolio with an annual output of over one million tonnes. 

Once our turnaround strategy optimises the mine’s effi ciencies, 

and leveraging the loyal client base, we are confi dent of signifi cant 

benefi t for the group (see “Acquisition” below). 

Our well diversifi ed portfolio of services and products, and wide 

geographical footprint, served as a successful “shock absorber” in 

the prevailing economic and trading climate during the year.

The industry
We believe that the prevailing negative sentiment towards the 

construction market is unfounded. Tender activity in Afrimat’s 

target markets has increased and private commercial investment 

is steadily resuming. Specifi cally, local and regional contractors 

focusing mainly on small- to medium-sized contracts are busy and 

form an important part of Afrimat’s current customer base.

Further, government infrastructure spend remains a key driver 

of industry growth notwithstanding historical bottlenecks in 

translating Rand commitment to actual projects, provided of course 

the hitches can be overcome. Public sector projects therefore 

remain attractive, particularly in light of the serious infrastructure 

backlog demanding urgent address. 

Renewable energy is further a growth focus as a result of global 

commitment to sourcing environmentally-conscious power 

alternatives.

We remain mindful and wary of the frequent talk of nationalising 

min ing concerns and we c losely  fo l low discussions and 

developments in this regard. Our membership of ASPASA ensures 

we are represented in any industry representations to government 

CEO’s Report

in this regard. Further, new legislation regulating royalty payments 

to government is impacting on Afrimat’s bottom line, with 

approximately R3 million shaved off operating profi ts for the year 

as a result.

Financial results
Revenue for the year increased by 9,8% to R854,5 million from 

R778,0 million. Headline earnings grew by 4,9% translating into 

3,9% higher HEPS of 53,3 cents (2010: 51,3 cents). As a result of 

the BEE transaction announced on 31 August 2009 and the impact 

on the group of the new Mineral and Petroleum Resources Royalty 

Act effective 1 March 2010, HEPS was reduced by 2,5% and 3,1%, 

respectively.

Afrimat’s operating margin of 12,9% far exceeded the construction 

and materials industry average of 7%, a recognised feat in the 

tough trading conditions.

We continued to give effect to our prior undertaking to focus 

on cash generation, reflected in net cash from operations of 

R130,6 million for the year, substantially higher than in the 2007, 

2008 and 2009 fi nancial years and only marginally lower than the 

R134,8 million for the previous year.

Capital expenditure increased year-on-year to R46 million from 

R38 mill ion due to plant upgrades and new initiatives, stil l 

substantially below the levels of the 2009 financial year. The 

approved capital budget for 2012 is R74,7 million which includes 

provision for the capital expenditure needed to turn Glen Douglas 

around, as well as the establishment of a new quarry in Cape Town.

Further detail in respect of the fi nancial results is set out in the 

annual fi nancial statements and accompanying notes.

Operations 
Afrimat’s fl exible business model continues to yield advantage for 

the group, as refl ected in signifi cant gains in market share during 

the year. Our ability to operate anywhere in the sub-continent 

through a fl eet of mobile equipment is a major advantage and is 

securing a foothold in contracting for the group. During the year 

this exceptional geographic fl exibility helped counter the adverse 

impact of the construction down-cycle. 
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The numerous new project wins during the year are a feather in 

the cap of our New Business Development executives. Our teams 

enjoy considerable success in sourcing and securing new projects.

Cost control and fi scal discipline remain a challenge. Rising fuel 

prices are only partially recoverable from customers in terms of 

our contracts, and although beneficial, extensive geographical 

capability does pressure the cost structure as operations in deep 

rural areas incur additional expenses. 

The Mining & Aggregates division once again proved to be 

the group’s stellar performer for the year – Afrimat Contracting 

International (included in this division) secured sizable contracts 

which boosted earnings. The Readymix and Concrete Products 

divisions remained under pressure with intense competition 

eroding margins. 

Mining & Aggregates

The division benefited from both increased volumes and solid 

contracting activities throughout the year. Although the slowdown 

in private residential and commercial spend – especially in the 

Western Cape – severely impacted margins, some improvement is 

defi nitely noticeable since year-end. 

The Glen Douglas acquisition supported the division’s performance 

from the outset with revenue of R17,1 million and operating 

profi t of R4,5 million included for the two-month period since the 

acquisition date. As a result of the new Mineral and Petroleum 

Strategic highlights

Large scale infrastructure projects secured

Acquisition of Glen Douglas   Diversification into industrial minerals
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Resources Royalty Act, effective 1 March 2010, operating profi t for 

the group was reduced by R3,0 million . 

Readymix

The division continued to underperform due to a fall in volumes, 

severe competition and intensifying margin squeeze in the Western 

Cape resulting from the generally poor economy in the region. 

Sales volumes in KwaZulu-Natal were adversely impacted by 

delays in government housing projects. This division remains an 

important distribution channel for group aggregates.

Concrete Products

Concrete projects positively enjoyed increased volumes. However, 

the market remained defi ned by stiffer competition and the sales 

prices and margins remained depressed.

Acquisition
The acquisition of Glen Douglas became unconditional with effect 

from 1 January 2011, following fulfi lment of all conditions precedent 

including approvals from the DMR. 

Glen Douglas performed well ,  with an immediate posit ive 

contribution for the two months since the acquisition date (see 

CEO’s Report (continued)

“Mining & Aggregates” above and the Directors’ Report for the full 

impact of the acquisition). Head offi ce and other cost eliminations 

contributed to solid operating profi t. 

We are continuing with the integration process, including a change 

in culture and streamlining operations. 

Looking ahead
The slow paced recovery of the business environment is expected 

to continue. In addition the group is set to benefit from its 

diversification strategy and investment in industrial minerals 

through the acquisition of Glen Douglas, as well as from other 

new initiatives. This should lead to Mining & Aggregates’ activities 

continuing to dominate Afrimat’s results. Price competition and 

margin squeeze will remain adverse factors in Readymix in the 

foreseeable future, while the future for Concrete Products is 

marginally better.

The increasingly dramatic infrastructure backlog, especially in 

respect of South Africa’s ageing roads network, is expected to offer 

growth opportunity for the group. The resumed commodities boom, 

increasing tender activity and rising private commercial spend all 

offer further exciting growth avenues.
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A notable trend is the move away from the “herd mentality” as 

large-scale projects give way to smaller projects spread over a 

wider geographical area. This is particularly benefi cial to groups 

such as Afrimat who are entrepreneurially managed and therefore 

capable of quick, nimble action, with an agile business ranging over 

a broad geographical area.

Priority focus in the year ahead will be on business improvement 

initiatives aimed at increasing volumes and reducing costs in 

all operations. Diversifi cation into high growth markets such as 

industrial minerals and open cast mining will continue to drive a 

further increase in volumes, with an eye at all times on maximising 

profitability. By keeping our noses to the grindstone so far we 

have succeeded in delivering sustained growth and we intend to 

continue down that path. 

The group is well positioned for growth due to our widespread 

geographical footprint, nimble and astute operation and fl exible 

service delivery model. We further continue to benefi t from good 

market intelligence and superior management and executive 

expertise.

Appropriate acquisitions will remain on the cards. The anticipated 

fragmentation of the market is expected to create opportunity 

in this regard. However, strict vetting criteria will continue to 

apply and any potential acquisition must, in addition to other 

characteristics and benefi ts, offer good value and advance our 

diversifi cation programme.

My thanks
The group’s performance could not have been achieved but for the 

efforts of the Afrimat team and support of the board. I appreciate 

the hours of hard work and determination to succeed in the face of 

economic and trading obstacles and I look very much forward to 

continuing to work with each of you in the year ahead.

I thank our suppliers and business advisors for their crucial support 

and in particular my appreciation extends to our customers for their 

ongoing loyalty. 

Andries van Heerden

CEO

27 June 2011

� e group is in a healthy fi nancial 
situation due to our widespread 

geographical footprint, nimble 
and astute operation and fl exible 

service delivery model
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Afrimat is committed to operating a sustainable “triple bottom 

line” business that is positioned to deliver sound business growth 

for shareholders as well as enhance and safeguard its people, 

the surrounding communities and the environment. Operating 

in the mining arena the group recognises the imperative for 

environmental ly-conscious practices and is unswerving in 

its compliance with all legal requirements and mining licence 

conditions. 

To this end the former SHE Committee was reconstituted during 

the year as the Sustainability Committee, and will be responsible 

for driving all goals and policies in terms of its now far broader 

mandate.

As a responsible corporate citizen Afrimat maintains the highest 

ethical standards in carrying out its business activities. To enhance 

this, Afrimat introduced a code of good corporate citizenship 

during the year setting out overall principles and guidelines to be 

adopted throughout the group. Strict adherence to the provisions 

of the code is now a condition of employment with Afrimat. 

The code sets out the group’s values and practices, over and above 

requirements of formal governance codes and legal requirements 

such as those of the King III Report and the new Companies Act. 

These values – trust, integrity, respect, accountability, teamwork 

and customer satisfaction – guide and direct all of Afrimat’s 

operations. Good corporate citizenship is monitored by the 

board and is integral to all risk planning, assessments and audits. 

Accordingly Afrimat will continue to monitor ethical performance 

regularly in order to ensure that corrupt or unethical business 

practices are avoided. 

Sustainability Report

Transformation
Afrimat recognises that integrating transformation into business 

practice is crucial for the sustainability of the group and South 

Africa generally. As a licenced mining group in terms of the Mining 

Charter, B-BBEE shareholding must be more than 26% in all of 

Afrimat’s mining-licenced subsidiaries.

In terms of the B-BBEE Codes of Good Practice (“the Codes”), 

signif icant improvement of Afrimat’s B-BBEE ratings were 

achieved. See the table below:

  2011 2010

Subsidiary name level level

Glen Douglas Dolomite (Pty) Limited 3

Ikapa Quarries (Pty) Limited 3

Afrimat Aggregates (Trading) (Pty) Limited 4 5

Afrimat Readymix (Cape) (Pty) Limited 4 5

Melani Materials (Pty) Limited 4 4

Olympic Sand (Pty) Limited 4 4

Afrimat Aggregates (KZN) (Pty) Limited 5 5

Afrimat Aggregates (Operations) 
(Pty) Limited 5 8

Afrimat Concrete Products (Pty) Limited 5 7

Afrimat Aggregates (Eastern Cape) 
(Pty) Limited 6 8

Each subsidiary has a dedicated BEE Committee to drive 

improvements in B-BBEE rat ings and as such ownership, 

management control, employment equity, skills development, 

preferential procurement, enterprise development and socio-

economic development are addressed regularly.

The impact of the new Mining Charter is currently being assessed 

and action plans are being formulated to ensure compliance. 

Ownership

Afrimat’s black ownership is 26,1%, putting the group at the target 

set by the Mining Charter in advance of the 2014 deadline. Included 

in the overall percentage are the following external and internal BEE 

shareholders:

Shareholder Shares %

Mega Oils (Pty) Limited 6 239 529 4,3

Mega Oils SPV (Pty) Limited 6 392 575 4,5

Joe Kalo Investments (Pty) Limited 738 234 0,5

Afrimat Empowerment Investments 
(Pty) Limited/Afrimat BEE Trust 24 050 000 16,8

Total BEE shares 37 420 338 26,1

2011 Sustainability highlights 

Code of good corporate citizenship introduced

Sustainability Committee established 

(from former SHE Committee) 

Dedicated skills development facilitator appointed

B-BBEE ratings improved across the group

DIFR improved
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Management control

Afrimat’s board of directors includes two board members who 

are black, one of whom is female. All subsidiaries have at least 

50% black directors on their boards of directors. To enhance and 

accelerate development of the pool of management skill, suitable 

candidates are identifi ed to undergo management development 

training and in this regard HDI candidates are prioritised wherever 

viable. 

Employment equity

Afrimat has a formal policy setting out non-discriminatory 

employment practices. By striving to create a fulfilling work 

environment the group seeks to ensure a sustainable workforce that 

attracts and retains the best available employees. Further, Afrimat 

actively recognises and rewards initiative, effort and merit across 

the board. Attractive remuneration and incentives/shareholding 

schemes are outlined in the remuneration policy to attract and 

retain employees over the short, medium and long-term. 

Creating equal employment opportunities is inherent to Afrimat’s 

recruitment policies and the group strives to achieve this wherever 

possible. In recruitment and promotion, the governing principle is 

“from within the group” and priority is given to the advancement of 

HDIs. Employment equity goals are communicated to staff via the 

various subsidiaries’ Skills Development and Employment Equity 

Consultative Committees. 

Of the group’s 1 630 workforce 82% are HDIs. 

Afrimat is a sought-after employer in the communities in which 

it operates and fills vacancies with ease. The group’s flexible 

business model and consequent ability to “go where the work 

is” has effectively prevented retrenchments during the economic 

downcycle. Further, there is excellent staff retention which 

in turn facilitates employment progression and advancement 

opportunities from within. The group culture is actively managed 

to create a climate that is conducive to growth, including skills and 

empowerment training, and active involvement by leadership in 

mentoring and advancing employees helps support staff retention. 

Recognising the group’s role in creating jobs, not only does Afrimat 

look to surrounding communities to supplement its project labour 

force, the group has limited automation (particularly in its bricks & 

blocks plants) to preserve as many jobs as possible. 

Afrimat fosters a culture of respect, with all employees treated 

uniformly and a zero-tolerance of discriminatory behaviour. No 

incidents of discrimination were reported during the year. 

Skills development and training

Afrimat’s skills development programme is aimed at empowering 

employees and enabling them to reach their full potential. On a 

wider level training boosts the scarce skills pool in the industry 

generally by equipping employees with technical, administrative 

and management skills. 

A total of R1,7 million was committed to training spend for the year. 

In aggregate 492 employees participated, of which 80% were HDIs. 

Courses covered the induction of new employees, IT systems, 

health and safety training and basic operational training. 

Skills development needs are determined in terms of regular 

performance appraisals and the day-to-day interaction with 

employees. Afrimat further has a formal Talent Management 

Programme, which uses a Talent Management Matrix to guide 

succession planning, identification of key performers, staff 

retention (motivation and reward), young talent development and 

performance management. The Talent Matrix is in place for the 

top 30 senior performers. Talent assessment and development 

initiatives ensure employees remain abreast of new technology 

and/or are equipped with skills required for a future promotion. 

In addition the group provides study loans and support to its 

employees to enrol for tertiary qualifi cations.

Preferential procurement

During the year management instituted the group-wide practice 

of procurement preference for suppliers with minimum Level 6 

B-BBEE contribution. The total group preferential procurement 

spend is monitored and measured quarterly, and significant 

progress was reported in this regard for the year. 

Enterprise development

During the year a number of successful enterprise development 

projects were established by the group for the benefi t of black 

entrepreneurs. These included:

 Joe Kalo Investments (Pty) Limited – BEE investment 

 Ikapa Quarries (Pty) Limited – mining services and vehicle rentals

 Transport sub-contractor schemes

 Lorry owner/driver schemes

 Sand mining service

Afrimat provides extensive management advice, administration 

services and working capital funding to these enterprises and also 

procures services from them. 
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Socio-economic development

Afrimat is committed to socio-economic development and has 

focused its efforts on the empowerment of the communities 

surrounding its operations. The group targets 1% of profi t after tax 

by each B-BBEE rated subsidiary for projects of this nature and 

is committed to expenditure and action in terms of the social and 

labour plans required by the DMR for mining licence purposes. An 

annual progress report in this regard is submitted to the DMR. 

The group’s appointed General Manager Corporate Affairs and 

Skills Development Facilitator are actively involved in community 

support and identify benefi ciaries through consultation with local 

municipalities and through consideration of ad hoc requests for 

support received.

Major corporate social investment initiatives during the year 

included fi nancial, product and equipment donations to schools, 

crèches and community upliftment organisations. This includes 

paying teachers’ salaries, soup kitchens, and building playgrounds. 

Labour relations
Solidarity, National Union of Mineworkers (NUM), WELUSA and 

WAWUSA are currently the representative unions in the group. 

Communication with these unions continued during the year as 

facilitated by the Skills Development and Employment Equity 

Consultative Committees of each subsidiary. No incidents of labour 

unrest were reported during the year.

Safety, Health and Environment (“SHE”)
Afrimat’s commitment to a safe and healthy working environment 

is demonstrated by strict compliance with the South African 

Occupational Health and Safety Act, 1993, the Mines Health 

and Safety Act, other relevant regulations and internationally 

recognised standards and guidelines. 

Each geographical region has a dedicated SHE Committee, led 

by a SHE Offi cer, reporting to the Group SHE Manager. The Group 

SHE Manager drives new policies which are raised and discussed 

at each operation’s monthly safety meeting. Responsibility for 

compliance rests at every level – each SHE department, each 

operation’s management and each employee. New policies are 

communicated from the top down through the company notice 

boards and management meetings. Regular training takes place 

from induction onwards. 

Sustainability Report (continued)

During the year a range of health and safety courses were held to 

increase SHE awareness including: 

 Basic safety induction training;

 First aid; 

 Safe work practices;

 Hazard and risk identifi cation; 

 Fire training; and

 SHE Operator and policy training. 

Afrimat is a member of independent associations ASPASA, which 

audits the quarries, and SARMA, which audits the readymix plants. 

Audits during the year reflected improvements in safety, with 

both ASPASA and SARMA rating Afrimat above 80%. Further, the 

DMR performs random inspections at the group’s quarries. Areas 

for improvement identifi ed during these audits are addressed by 

management.

Safety

Afrimat identifi es health and safety risks through process-based 

Hazard Identifi cation Risk Assessment (“HIRA”) at each site. Risks 

identifi ed during the HIRA process are mitigated and/or managed 

by writing and implementing safe work practices. HIRAs and 

risk mitigation are performed using Afrimat’s established scoring 

mechanisms to determine the likelihood of the hazard actually 

occurring and the consequence of the incident/accident. 

Site-specifi c safe work practices and other related controls are 

developed and implemented for hazards with an unacceptable risk 

rating and all affected staff are trained. Hazards are re-rated after 

implementing safe work practices and controls. The process is 

repeated until all hazards and associated risks are at acceptable 

levels. 

Afrimat also has a well-developed Incident Management System. 

All incidents are investigated by local management and high risk 

accidents are escalated to SHE management and the board. 

During the year Afrimat’s DIFR improved to 2,47 (2010: 3,66). 

Health

Afrimat conducts pre-employment and annual medical exami-

nations for all operational staff. 
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HIV/AIDS

Afrimat’s response to the HIV/AIDS pandemic is set out in a 

formal policy which is reviewed annually and communicated to all 

employees. The policy strives to prevent discrimination against 

employees living with HIV/AIDS and encourages early detection 

and treatment. Voluntary HIV counselling and scanning is offered 

during annual medical examinations. The group highlights issues 

around HIV/AIDS awareness through channels such as the staff 

newsletter, posters on notice boards and information leafl ets in 

support of World AIDS Day.

Environment

Afrimat is mindful of the impact of its operations on the environment 

and has a formal environmental policy outlining the procedure 

for identifying, eliminating and managing environmental issues. 

The policy is continually assessed for relevance and during the 

year was updated to include improved storage of diesel and oil. 

Consequently, guidelines regarding hazardous chemical storage 

and above ground diesel tanks were compiled and implemented. 

The group employs the services of environmental consultants 

to ensure policy and practices are meeting regulations and 

requirements. 

Environmental issues are further reinforced at safety meetings. 

Afrimat completes the Environmental Performance Assessments 

required every two years in line with mining licence EMPs. Although 

the Group SHE Manager is responsible for new environmental 

policies, local managers and regional management are responsible 

for adherence to approved EMPs once the mining l icence 

is awarded.

Afrimat is continuously investigating ways to conserve energy, 

reduce fuel usage and conserve water. To facilitate this, the group 

upgraded equipment measuring energy usage. 
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Approach to corporate governance and statement 
of compliance
Afrimat’s board of directors remains committed to complying with 

the recommendations as set out in the King III Report, effective 

1 March 2010. During the year under review the group conducted 

a “King III Gap Analysis”. The impact of King III on the group was 

quantifi ed through checklists and relevant policies, procedures and 

charters were subsequently updated. All King III recommendations 

were implemented where practical – non-compliance with the King 

III Report is disclosed in the relevant sections of this report.

The board
The board remains responsible and accountable for the performance 

and affairs of the group and has full control over all the subsidiaries 

of the group. The board exercises sound judgement and leadership 

with integrity based on principles of fairness, accountability and 

responsibility. 

Afrimat’s unitary board comprises ten directors, four of whom 

are executive, three of whom are non-executive directors with 

the remaining three independent non-executive directors. 

The board is chaired by independent non-executive director 

MW von Wielligh. Afrimat is cognisant of the recommendations 

of the King III Report for a majority of independent non-executive 

directors on the board and the board committees and will take this 

into account with future appointments. However, in the interests of 

restricting costs the board will not remediate this until further board 

appointments are necessary as the current size and composition 

of the board is considered appropriate for the size of the company. 

In addition the non-executive directors have demonstrated 

ability to act independently. Independent non-executive director 

MW von Wielligh is a member of the Audit & Risk Committee and 

the chairman of the Remuneration & Nominations Committee due 

to the limited number of non-executive directors on the board. 

Corporate Governance

These deviations from King III Report recommendations will only 

be remediated when further board appointments are necessary. 

The Remuneration & Nominations Committee assesses the board 

composition in terms of King III compliance annually. 

The responsibilities of the Chairman and CEO, and those of other 

non-executive and executive directors, are clearly separated to 

ensure a balance of power and prevent any one director from 

exercising unfettered powers of decision-making. The Chairman 

provides leadership to the board in all deliberations ensuring 

independent input, and oversees its effi cient operation. The CEO is 

responsible for proposing, updating, implementing and maintaining 

the strategic direction of Afrimat as well as ensuring appropriately 

supervised and controlled daily operations. In this regard, the CEO 

is assisted by the FD and other executive directors. 

The independent non-executive directors and non-executive 

directors are high merit individuals who objectively contribute a 

wide range of industry skills, knowledge and experience to the 

board’s decision-making process. These directors are not involved 

in the daily operations of the company. 

Access to the advice and services of the Company Secretary 

and to company records, information, documents and property 

is unrestricted. Non-executive directors also have unfettered 

access to the external auditors and to management at any time. 

All directors are entitled, at Afrimat’s expense, to seek independent 

professional advice on any matters concerning the affairs of 

the group.

Afrimat’s board, under the guidance of the Company Secretary, 

reviews the independence of each independent non-executive 

director annually. This ensures the business is managed ethically 

and within prudently determined risk parameters in conformity 

with accepted standards of best practice. The group continues to 

exercise leadership, integrity and judgement, based on fairness, 

accountability, responsibility and transparency. The non-executive 

directors hold separate meetings four times a year to discuss the 

performance of the group and of the executive directors. 

The group’s articles of association provides for one-third of the 

directors to retire by rotation after a three-year term of office. 

Accordingly, MW von Wielligh and HJE van Wyk will retire at the 

upcoming annual general meeting and being eligible, will stand 

for re-election. In line with the articles of association which states 

that all new directors shall retire from offi ce and shall be eligible 

2011 Corporate Governance Highlights 

King III Report Gap Analysis performed

Implemented King III Report where practical

Introduced integrated reporting  Reviewed Board Charter

Appointed Chief Audit Executive 

Formalised stakeholder engagement policy
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for re-election by shareholders at the fi rst annual general meeting 

following their appointment, the appointment of GJ Coffee during 

the year will be ratifi ed at the forthcoming annual general meeting. 

The board meets at least four times a year with ad hoc meetings 

when necessary to review strategy, planning, fi nancial performance, 

resources, operations, risk, capital expenditure, standards of 

conduct, transformation, diversity, employment equity, human 

resources and environmental management.

Details of directors’ attendance at board and board committee 

meetings are set out below:

 Name

Audit & 
Risk 

Committee

Remuneration 
& Nominations 

Committee 
Sustainability

 Committee
Additional 

board
Board 

meetings 

Non- 
executive 
meetings

PG Corbin 3/3 2/2 1/1 4/4

L Dotwana*> 4/4 3/3 2/2 1/1 4/4 4/4

F du Toit * 1/1 4/4 4/4

AJ van Heerden (CEO) 4/4 3/3 2/2 1/1 4/4

HJE van Wyk**# 4/4 1/1 4/4 4/4

HP Verreynne (FD) 4/4 1/1 4/4

MW von Wielligh**~ (Chairman) 4/4 3/3 2/2 1/1 4/4 4/4

PRE Tsukudu** 3/3 0/1 4/4 4/4

LP Korsten* 4/4 1/1 4/4 4/4

GJ Coffee (appointed 4 November 2010) 1/1 2/2

*Non-executive **Independent non-executive #Audit & Risk Committee Chairman ~Remuneration & Nominations Committee Chairman 

>Sustainability Committee Chairman 

Afrimat’s board charter
The purpose of the codified board charter is to regulate the 

parameters within which the board operates and to ensure the 

application of the principles of good corporate governance. It 

further sets out the roles and responsibilities of the board and its 

directors in line with triple-bottom-line reporting practices. The 

charter outlines the board’s primary function which is to determine 

the group’s strategy, purpose, values and stakeholders relevant to 

its business. 

The directors are required to exercise effective leadership, integrity 

and judgement, based on fairness, accountability, responsibility, 

transparency and ethical business conduct. The board acts as the 

focal point for and custodian of the group’s corporate governance. 

In doing so it ensures the group is a responsible corporate citizen, 

cognisant of the impact its operations may have on the environment 

and society in which it operates, while acting in accordance with its 

own Code of Conduct. 

The charter takes into consideration recommendations for 

improvement as set out in the King III Report, JSE Listings 

Requirements and other relevant regulations and accordingly 

the annual review of the charter focused on incorporating 

improvements recommended by the King III Report. 

Board processes
Company Secretary

In accordance with the recommendations by the King III Report, 

the Company Secretary is not a director of Afrimat and accordingly 

maintains an arm’s length relationship with the board and its 

directors. During the year Pieter de Wit, an Associate of the 

Chartered Institute of Secretaries and a Chartered Accountant, was 

appointed as Company Secretary.

The Company Secretary keeps record of, inter alia, shareholder 

registers, meeting attendance registers, meeting minutes, 

resolutions, directors’ declarations of personal interest/s and all 

notices and circulars issued by the company directors, training, 

guidance on directors’ duties and good governance and assistance 

of evaluation of board and board committees’ performance. He 

is well versed in all relevant updates to current legislation and 

regulation and is responsible for advising the board as such. 

Further the Company Secretary reviews the rules and procedures 

applicable to the conduct of the board. To this end he will involve, 

wherever necessary, the sponsor and other relevant advisors/

experts to ensure that the directors have adequate information to 

suffi ciently discharge their responsibilities. 
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Share dealings and confl icts of interest

Directors are required to disclose their shareholdings, additional 

directorships and any potential confl icts of interest as well as any 

share dealings in the company’s securities to the internal Share 

Dealing Committee for approval. The Company Secretary, together 

with the sponsor and FD, ensures publication of share dealings on 

SENS.

During the year a failure in compliance was reported on one occasion 

where share dealings were not timeously declared on SENS. The 

JSE were advised as soon as the omission was discovered and a 

SENS announcement was subsequently published.

All directors and the senior executives with access to fi nancial and 

any other price sensitive information are prohibited from dealing 

in Afrimat shares during “closed periods”, as defi ned by the JSE, 

or while the company is trading under cautionary. The Company 

Secretary informs all directors and all other relevant employees by 

email when the company enters a “closed period”.

Self-evaluation

To ensure that Afrimat is managed ethically and within prudently 

determined risk parameters in conformity with South African 

accepted standards of best practice the group undertakes a 

comprehensive annual self-evaluation exercise. The Company 

Secretary compiles the self-evaluation programme which is then 

assessed and reviewed by the directors prior to implementation. 

The Chairman reviewed each director’s performance and 

communicated the outcome. 

The annual self-evaluation included a comprehensive review of 

performance across key performance areas such as financial 

and business knowledge, business judgement and willingness 

to go against the fl ow, entrepreneurial, strategic and conceptual 

capability and industry and company knowledge and insight. 

Only minor shortcomings were identi f ied during the 2011 

assessments and corrective measures have already been put in 

place following discussions at board level. The board will continue 

to exercise leadership, integrity and judgement, based on fairness, 

accountability, responsibility and transparency. The Chairman’s 

performance was evaluated by the directors and CEO. 

Succession planning

The formal succession plan for the CEO, Chairman, board 

of directors and senior management is reviewed annually by 

the Remuneration & Nominations Committee. In addition the 

committee regularly reviews the group’s succession strategy and 
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makes recommendations to the board. Successes in succession 

planning were evident in the ongoing advancement and promotion 

of staff through management training. 

New appointments

The entire board partakes in a formal and transparent process for 

the appointment of new board members, including that of the CEO. 

The Remuneration & Nominations Committee recommends suitable 

candidates following a vetting process which takes into account a 

candidates’ skills offering, experience and diversity. 

In the case of new appointees, the Chairman and Company 

Secretary are responsible for implementing a comprehensive 

induction programme for new directors, including introductions 

to key senior management and site visits. New appointees also 

receive copies of the latest annual report, the latest interim 

announcements, recent circulars to stakeholders, board packs, 

details of the company’s structure and operations and an overview 

of the company’s accounting systems. The programme further 

sets out the new directors’ responsibilities and fi duciary duties, as 

well as advises on the relevant statutory and regulatory framework 

and the JSE Listings Requirements. During the year the induction 

programme was updated and distributed to the board for approval. 

In order to ensure maximum effi cacy as early as possible after 

appointment, the induction programme is extended to new senior 

management. Ongoing training and development of the board is 

also considered a priority and consequently training on the JSE 

rules and New Companies Act was conducted during the year. 

Subsidiaries and divisions

The group further ensures sound corporate governance throughout 

the group communicating policies on corporate governance and 

ethics to subsidiary boards and their fi nancial managers. The FD 

and Audit & Risk Committee review application and compliance of 

recommendations and legislation at subsidiary level. 

Board committees
Afrimat has an established Audit & Risk Committee, Remuneration 

& Nominations Committee and Sustainability Committee (formerly 

SHE Committee) to assist the board in discharging its collective 

responsibility of corporate governance. An Executive Committee 

(“EXCO”) further assists the board in this regard. All committees 

have satisfi ed their responsibilities during the year in compliance 

with their formal charters. There is transparency and full disclosure 

from board committees to the board. Committee chairmen provide 

the board with a verbal report on recent committee activities and 

the minutes of committee meetings are available to the board. 
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In addition, the chairmen of the committees or a nominated 

committee member attend the company’s Annual General 

Meeting to answer any questions from stakeholders pertaining 

to the relevant matters handled by their respective committees. 

Committee effectiveness evaluations are conducted annually. 

Findings and recommendations are presented to the board, which 

tables an action list to address any areas marked for improvement. 

EXCO

The EXCO comprises AJ van Heerden (CEO) (Chairman), GJ Coffee, 

A Gerber, JHP van Heerden and HP Verreynne (FD). The committee 

oversees all operational aspects of the business, driving the 

attainment of targets, ensuring that deadlines are achieved 

and potential risks are identifi ed and addressed timeously, and 

communicates the group’s policies to staff. 

Audit & Risk Committee 

Refer to page 42 for a detailed Audit & Risk Committee Report. 

Remuneration & Nominations Committee

The committee is chaired by independent non-executive group 

Chairman MW von Wielligh and comprises independent non-

executive director PRE Tsukudu and non-executive director 

L Dotwana and executive directors AJ van Heerden (CEO) and 

PG Corbin. Executive directors are excluded from deliberations 

in respect of their own remuneration. Meetings were held three 

times during the year. Details of directors’ attendance at the 

Remuneration & Nominations Committee meetings are set out 

on page 27. The committee is governed by the Remuneration & 

Nominations Committee Charter which is reviewed annually. During 

the annual review the committee was found to be fully effective.

The Remuneration & Nominations Committee is an independent 

and objective body which is responsible for setting the criteria for 

board nominations, identifying and recommending nominees to 

the board, annually reviewing the directors’ credentials, assessing 

non-executive directors’ remuneration, assessing executive 

remuneration and determining short and long-term incentive pay 

structures for group executives. The committee regularly updates 

the board regarding committee activities and makes appropriate 

recommendations and tables the company’s remuneration policy 

at the annual general meeting for a non-binding advisory vote by 

shareholders.

Should the committee require information from any employee or 

further obtain external legal or other independent professional 

advice deemed necessary, it is authorised by the board to do so at 

the expense of the group.

The group’s remuneration policy sets out the group’s intention to 

attract and retain critical talent as well as to motivate employees to 

perform in the best interests of the company and its stakeholders. 

The Remunerat ion & Nominat ions Committee ensures an 

appropriate level of transparency as well as a level of equity and 

consistency across the group.

Sustainability Committee

The Sustainabil ity Committee (formerly SHE Committee) is 

chaired by non-executive director L Dotwana. It further comprises 

independent non-executive directors PRE Tsukudu and MW von 

Wielligh and executive directors AJ van Heerden (CEO), PG Corbin 

and GJ Coffee. 

The new Sustainabi l i ty Committee wi l l  be responsible for 

driving goals and reporting on safety, health and environment 

as well as responsible corporate citizenship, ethics, values and 

transformation. To maintain sustainability and retain control and 

oversight of related management initiatives, the committee will 

in future meet three times per annum. Although management is 

tasked with overseeing the day-to-day operational sustainability 

of their respective areas of business, and reporting thereon to the 

committee, ultimately the board of directors remains responsible 

for group sustainability. 

The committee’s responsibilities are codifi ed in a Sustainability 

Committee Charter which is reviewed annually. Operating 

procedures are continuously developed and implemented across 

the group. Responsibilities of the committee include developing the 

framework policies and guidelines and reviewing their progressive 

implementation by Afrimat and its subsidiaries on an ongoing basis. 

The committee encourages independently managed subsidiaries 

and associates to develop policies, guidelines and practices 

congruent with the group’s policies and assesses reports relating 

to compliance, risks and liabilities from the group’s head offi ce and 

subsidiaries. The committee monitors key indicators ensuring that 

such information is communicated to other companies managed by 

or associated with Afrimat. It is further tasked with consideration of 

national and international regulatory and technical developments 

and guidelines in the fi eld of SHE management.

The committee met twice during the year. Attendance at meetings 

is set out in the table on page 27.

Combined assurance model

A combined assurance model is applied to provide a coordinated 

approach to all assurance activities.
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External audit

The independent external auditors, Mazars, as recommended by 

the Audit & Risk Committee and appointed by the shareholders, 

are responsible for reporting on whether the annual financial 

statements are fairly presented in compliance with IFRS and the 

Companies Act. The preparation of the annual fi nancial statements 

remains the responsibility of the directors.

The board, assisted by the Audit & Risk Committee, regularly 

meets with the external auditors and formally evaluates their 

independence annually. As a rule the board does not engage 

the external auditors for any non-audit services, including tax 

compliance and assisting with company secretarial duties. Where 

the external auditors, as an exception, are appointed for non-audit 

services, the board ensures that their independence is maintained.

Internal audit

The group’s Internal Audit Charter was reviewed and updated to 

comply with the King III Report. The charter has its own terms 

of reference clearly defi ned and monitored by the Audit & Risk 

Committee, which conducts an annual review. The in-house 

internal audit function will adhere to the standards set by the 

Institute of Internal Auditors.

The key duties of the internal audit function include:

 evaluating the company’s governance processes;

  performing an objective assessment of the effectiveness of risk 

management and the internal control framework;

  systematically analysing and evaluating business processes and 

associated controls; and

  providing a source of information as appropriated, regarding 

instances of fraud, corruption, unethical behaviour and 

irregularities.

During the year Afrimat appointed in-house internal auditors. 

Internal audits are also conducted by KPMG on an ad hoc basis. 

Company Secretary, Pieter de Wit, was appointed Chief Audit 

Executive and in this role reports directly to the Chairman of the 

Audit & Risk Committee and has unhindered access to the board, 

Chairman and the Audit & Risk Committee. 

The Internal Auditors conducted a risk-based internal audit 

during the year. The fi ndings were reviewed and remediated by 

management and follow-up audits were conducted to ensure 

corrective action was implemented.
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Internal control and risk management
Internal control 

The board is responsible for the group’s systems of internal 

control and risk management. The Audit & Risk Committee and 

the FD assist in this regard. Together they evaluate the adequacy 

and effectiveness of internal control systems and processes, and 

monitor whether internal control recommendations made by the FD, 

external auditors and internal auditors have been implemented. The 

internal control framework together with the required assurance is 

formally documented and reviewed by the Audit & Risk Committee 

annually.

The systems are designed to manage rather than eliminate risk. 

Absolute assurance cannot be provided as these internal control 

systems are designed, for instance, to provide only reasonable 

assurance as to the integrity and reliability of the annual fi nancial 

statements. Inherent limitations to the system’s effectiveness may 

exist due to the possibility of human error and the circumvention or 

overriding of controls. 

The systems are also designed to safeguard and maintain 

accountability of the group’s assets. Further, these systems should 

identify and curtail signifi cant fraud, potential liability, loss and 

material misstatement while complying with applicable statutory 

laws and regulations.

The importance of internal control systems and management of 

risks is clearly communicated to all employees so that they have 

a clear understanding of their roles and obligations in this regard. 

Internal Audit, based on the field work undertaken during the 

current financial year, provided reasonable assurance on the 

adequacy of the internal controls tested and the associated risk 

management process.

Principal risks and risk management

Management of risk is pivotal to Afrimat’s operational strategy and 

is in adherence with the King III Report. The CEO and FD supported 

by EXCO and the Audit & Risk Committee assist with identifying, 

evaluating and managing key risk areas and performance indicators 

for Afrimat as well as the non-fi nancial aspects relevant to the 

group. Afrimat has a formal risk policy in place which is reviewed 

annually. The levels of risk tolerance are included in the risk policy 

with an additional risk analysis conducted for major decisions. To 

ensure pertinence a formal risk assessment is conducted every 

six months. A formal risk register is maintained and updated every 

six months. Changes are reported to the Audit & Risk Committee 



31Afrimat Integrated Annual Report 2011

and the board together with impact assessment and how the 

identifi ed risk will be managed. In assessing risk Afrimat compares 

performance to profi t growth and return on new investments set 

during the annual budget process. In addition the group monitors 

measurement of profi tability, utilisation of assets, liquidity/solvency 

and productivity levels on a monthly basis as well as long-term 

operating profi t margin and debt targets set. 

While the cyclical nature of the business poses a significant 

negative material impact the group has mitigated this through 

further geographical expansion, its fl exible business model and 

diversifi cation into industrial minerals. Further processes are in 

place to drive and report on sustainability issues. 

Key risks currently facing the group are industry-related and include:

Risk Risk mitigation

Volatile macro-
economic situation

  Aggressive search for new expansion 
and diversifi cation opportunities

  Careful cost control

  Pre-emptive anticipation and forecasting 
of market conditions

  Proactive innovative solutions ahead of 
occurrence to maintain competitive 
advantage

Theft and fraud   Strict internal controls

Increased complexity 
of legal compliance

  Focused attention by dedicated staff

Key staff turnover   Active management of internal culture 
and climate

  Active involvement in leadership 
mentoring and advancement

  Succession planning

Liquidity management   Strict debtors control

The group’s reputation r isk is managed through strategic 

relationships and liaison with stakeholders, investors, analysts 

and the media. The CEO is the central point of contact assisted by 

investor liaison and media communication service providers.

The board assisted by the Audit & Risk Committee is satisfi ed with 

the effectiveness of the risk management process. 

IT governance
Afrimat is in the process of developing an IT governance charter. 

A formal IT usage policy and disaster recovery plan is currently in 

place which is guided by the IT and business systems strategy. 

The IT Infrastructure Manager performs annual adherence audits 

according to a checklist and reports to the Audit & Risk Committee 

on a quarterly basis.

Afrimat’s IT internal control framework forms part of the general 

internal control framework. The Audit & Risk Committee and FD 

supported by two senior Business Systems Managers and an IT 

Infrastructure Manager are responsible for evaluating the security 

of computer systems and applications, and for devising the 

contingency plans for processing fi nancial information in the event 

of a systems breakdown. 

The introduction of “Winbridge” software, to replace sales/

weighbridge systems for all quarries and sand mines, during the 

year has increased operational efficiency. Accpac ERP system 

is being installed at each subsidiary to streamline accounting 

practise. To minimise IT risk an information security management 

system is in place comprising of a disaster recovery capability 

for central fi le servers, fi re walls at major sites and data security 

measures. 

Stakeholder engagement
Afrimat has developed a reputation for timely, consistent and 

transparent communication with all stakeholders including 

employees,  shareholders ,  customers,  suppl iers  and the 

communities in which it operates and it successfully maintains 

a culture of open communication. The group actively assesses 

stakeholder perceptions through activities such as investor polls 

conducted by investor relations service providers and employee 

feedback sessions held at most operations. A customer survey is 

currently under way. 

During the year Afr imat adopted an inclusive governance 

approach to stakeholder engagement furthering its commitment 

to building long-term and transparent relationships with the 

group’s stakeholders. The group formalised its stakeholder policy 

recognising that a register of affected and interested parties should 

be maintained and be updated by management on a regular basis 

to ensure that all relevant parties are identifi ed. This will enable 

the group to tailor strategy and policies for the management 

of relationships with each stakeholder grouping. A structured 

system of engagement will ensure the timeous communication of 

accurate and relevant information to each stakeholder group in a 

consistent manner. 
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Stakeholder communication

Stakeholders Responsibility Communications 

Shareholders/
investors 

CEO assisted by FD and consultant   Company announcements are released on SENS and posted on the 
group’s website. Financial results announcements are also posted 
to shareholders;

  The CEO regularly engages with the fi nancial media to ensure accurate 
reporting where appropriate; and

  Communication with institutional shareholders and investment analysts is 
maintained through bi-annual presentations of fi nancial results, one-on-
one interactions, trading statements, site and operational tours when 
relevant, press announcements, ad hoc meetings upon request and 
investor presentations at conferences.

Funders FD assisted by Group Accountant and 
subsidiary fi nancial managers

  Continuous communication on funding requirements and status of 
business including bi-annual fi nancial results.

Employees All management assisted by HR 
functionaries

  Quarterly staff newsletters, regular meetings with unions and non-
unionised employees, website, EXCO and operational management 
meetings, internal memorandums; 

  Regular reinforcement of the group’s policies/procedures, Code of 
Conduct, vision and values, SHE, legal compliance, corporate 
governance; and

 Published company results are distributed within the group.

Local 
communities 

Managing directors of subsidiaries and 
branch operational manager assisted 
by General Manager Corporate Affairs 
and Resources department

 Communication on an as-needed basis.

National 
government, 
provincial 
government and 
municipalities

CEO and senior management assisted 
by General Manager Corporate Affairs 
and Resources department

 Timeously submitted statutory returns and reports;

  Addressing tax disputes with the assistance of the group’s tax advisor; 
and

  Developing social and labour plans in conjunction with local municipalities.

Press and media CEO assisted by investor and 
press/media consultants

  Communication with the press and media is restricted to the CEO to 
ensure consistent communication.

Customers CEO, managing directors of 
subsidiaries and sales management

  Approval of advertising is centralised to ensure responsible advertising 
and consistent brand communication;

 Personal interaction with main customers; and

 Product brochures distributed to customers.

Suppliers CEO, managing directors of 
subsidiaries and procurement 
departments

 High focus required to procure from suppliers with BEE shareholders.

Code of Conduct (“the Code”)
The CEO is the driver of the group’s value system and is further 

supported by business unit heads and HR management. Every 

employee and director of Afrimat is expected to subscribe to 

the Code, which sets out the group’s commitment to best-

practice corporate governance at all times including transparent 

communication with all stakeholders and procedures for avoiding 

conflicts of interest and insider trading. In addition, the Code 

contains guidelines on confidentiality, fair and ethical market 

competition and sound environmental practices. Any violation 

of the Code is considered a serious offence and is dealt with 

accordingly. EXCO and senior management make an annual 

declaration of adherence to the Code. See page 37 for the full code.
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The Code is reviewed annually and distributed to all employees. 

A whistleblowing process is in place and any reported instances of 

non-adherence are immediately investigated. Two minor complaints 

were received and addressed by management during the year. 

Legal compliance 
The group has in place a legal compliance checklist. In addition the 

group complies with the Mining Charter and Business Leadership 

South Africa – Code of Good Corporate Citizenship. 

EXCO and senior management make an annual declaration that 

all laws have been complied with as there have been no reported 

instances of non-compliance. The effectiveness of the compliance 

framework is continuously monitored at board level. 

No dedicated compliance offi cer is in place. Compliance is driven 

by the CEO, FD and senior management.

Industry associations
Afrimat’s relevant subsidiaries are members of:

  ASPASA; and

  SARMA.

Remuneration
Afrimat pays market-related salaries relevant to the geographical 

area and position held, taking into account employees’ qualifi cations, 

experience and performance. Senior employees are eligible for 

incentives provided they successfully meet their Key Performance 

Indicators (KPIs). Deloitte’s salary research is used as benchmark 

as well as external consultants, Compensation Technologies. The 

administration of the retirement fund is outsourced to ABSA who 

advises on market trends in retirement benefi ts.

“Afrimat Limited Remuneration Policy 2012

1.  Purpose
  Afrimat Limited and its subsidiaries are committed to ensure 

that its remuneration practices enable the company to:

1.1.1  Attract and retain critical talent; 

1.1.2  Motivate employees to perform in the best interests of the 

company and its stakeholders;

1.1.3  Appropriately compensate employees for the services they 

provide to the company; 

1.1.4  Provide an appropriate level of transparency; and

1.1.5  Ensure a level of equity and consistency across the group.

2.  Policy
  The structure of remuneration of senior executives and of 

non-executive directors is separate and distinct.

2.1  Remuneration of non-executive directors

2.1.1  The board seeks to set aggregate remuneration at a level 

which provides the company with the ability to attract and 

retain directors of the highest calibre, while incurring a cost 

which is acceptable to shareholders. 

2.1.2  All new members of the board are to be provided with 

a formal letter of appointment setting out the key terms 

and conditions to the appointment. The board policy 

is to remunerate non-executive directors at market 

rates for comparable companies for time, commitment 

and responsibilities. Director fees are not linked to the 

performance of the company. 

2.1.3  Each non-executive director receives a fee in the form of 

cash for being a director of the company. Directors who are 

called upon to perform extra services beyond the director’s 

ordinary duties may be paid additional fees for those 

services. No non-executive directors receive retirement 

benefi ts or bonuses. 

2.1.4  The board determines payments to the non-executive 

directors and reviews their remuneration annually, based 

on market practice, duties and accountability. Independent 

external advice is sought when required. 

2.1.5  The overall level of annual non-executive directors’ fees 

is approved by shareholders in accordance with the 

requirements of the Companies Act. Directors decide on 

actual fees, set by reference to the market and within 

the bounds of the shareholder approval. The amount 

of aggregate remuneration sought to be approved by 

shareholders and the manner in which it is apportioned 

amongst directors is reviewed annually. The board may 

consider advice from external consultants as well as the fees 

paid to non-executive directors of comparable companies 

when undertaking the annual review process. 

2.1.6  Non-executive directors do not participate in the share 

appreciation rights scheme. 

2.1.7  Non-executive directors have always been encouraged by 

the board to hold shares in the company. It is considered 

good governance for directors to have a stake in the 

company on whose board he or she sits. 
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2.2  Remuneration of executive directors and key senior 

executives

2.2.1  The policy of the board is to pay base salaries which are 

competitive with those paid to executives in organisations 

of similar size and market sector, to motivate executives to 

pursue the long-term growth and success of the company. 

Senior executives enter into formal performance agreements 

and a letter of appointment describing their remuneration, 

term of offi ce, duties, rights and responsibilities as well as 

any termination entitlements. 

2.2.2  Remuneration is viewed on three levels: 

   Immediate remuneration: Total cost of employment 

(guaranteed annualised remuneration) (TCOE) packages 

are reviewed and determined with regard to current 

market rates and are benchmarked against comparable 

industry packages. Remuneration packages are capped at 

a monetary level, and the employee has, within reasonable 

parameters set by General Manager Human Resources, 

the opportunity to elect the monetary value to basic salary 

(retirement funded), car allowance (retirement funded 

or non-retirement funded, as elected by the employee), 

retirement fund and medical aid. TCOE is payable in 12 

monthly payments. 

   Short-term incentive remuneration: The CEO may place 

the employee on a short-term incentive scheme, where 

an annual incentive bonus becomes payable based on 

performance of the employee and performance of the 

business. It is the policy of the board that the performance 

criteria of all such bonuses should be relevant and 

stretching. Criteria used to determine the annual merit 

based performance bonus is the setting of key objectives 

for each executive and measuring performance against 

these targets which centre on company performance, 

improvement in net profit and improvement in return 

to shareholders. Overall levels of incentives payable 

are reviewed annually in accordance with marketplace 

movements, and are approved by the Remuneration & 

Nominations Committee. 

   Share appreciation right options: Upon recommen-

dation of the CEO, the Remuneration & Nominations 

Committee may grant equity-based remuneration in the 

form of share appreciation rights options. Share appreciation 

right options are granted to executives and key employees 

having regard, among other things, to the past and potential 

contribution of the person to the group and the need to 

retain the skills of the employee. Overall levels of share 

Corporate Governance (continued)

appreciation right options granted are reviewed annually in 

accordance with marketplace movements. Every qualifying 

position will be capped in terms of the maximum total share 

appreciation right options.

2.3  Remuneration of employees

  The policy of the board is to pay base salaries which are 

competitive with those paid to employees in organisations 

of similar size and market sector, to motivate employees to 

pursue the long-term growth and success of the company. 

 Employees are categorised in two groups:

2.3.1  Salaried employees: 

  Monthly paid employees, whose remuneration is based 

on a total cost of employment (TCOE) per annum, paid in 

12 instalments. 

  Salaried employees enter into formal performance agreements 

and a letter of appointment describing their remuneration, 

term of offi ce, duties, rights and responsibilities as well as any 

termination entitlements. 

  Remuneration of salaried employees is viewed on four 

levels:

   Immediate remuneration: Total cost of employment 

(guaranteed annualised remuneration) (TCOE) packages 

are reviewed and determined with regard to current 

market rates and are benchmarked against comparable 

industry packages. Remuneration packages are capped 

at a monetary level, and the employee has, within 

reasonable parameters set by the General Manager 

Human Resources, the opportunity to elect the monetary 

value to basic salary (retirement funded), car allowance 

(retirement funded or non-retirement funded, as elected 

by the employee), retirement fund and medical aid. 

   Short-term incentive remuneration: The CEO may place 

the employee on a short-term incentive scheme, where 

an annual incentive bonus becomes payable based on 

performance of the employee and performance of the 

business. It is the policy of the board that the performance 

criteria of all such bonuses should be relevant and 

stretching. Criteria used to determine the annual merit 

based performance bonus is the setting of key objectives 

for each executive and measuring performance against 

these targets which centre on company performance, 

improvement in net profit and improvement in return 

to shareholders. Overall levels of incentives payable 

are reviewed annually in accordance with marketplace 

movements, and are approved by the CEO. 
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   December bonus: With the exception of employees 

participating in the Short-Term Incentive Bonus Scheme 

(STIBS) at a potential bonus level of 15% or higher, 

employees are to al locate 7% of their  TCOE to a 

December bonus. The bonus is calculated on the basis of 

the employee’s salary in December, and is payable pro-

rata for the proportion of a calendar year completed in 

December for employees who commenced employment, 

or were upgraded to salaried employees in the course 

of the twelve (12) months prior to payment of the bonus. 

An employee whose employment is terminated prior to 

December is entitled to a refund of the bonus allocated to 

a December bonus in the calendar year of termination of 

service.

   Share appreciation right options: Upon recommen-

dation of the CEO, the Remuneration & Nominations 

Committee may grant equity-based remuneration in the 

form of share appreciation rights options. Share appreciation 

right options are granted to executives and key employees 

having regard, among other things, to the past and potential 

contribution of the person to the group and the need to 

retain the skills of the employee. Overall levels of share 

appreciation right options granted are reviewed annually in 

accordance with marketplace movements. 

2.3.2  Wage-earning employees: 

   Employees whose remuneration is based on an hourly 

rate. These employees receive their wage in monthly 

instalments of the average hours worked in any month. 

For the purpose of averaging of working hours, i t 

is deemed that an employee works an average of 

21,67 days per month (5 day week) and 195 hours per 

month (45 hours per week, 9 hours per day). Hours not 

worked (all hours absent) are deducted from the monthly 

average, while hours on leave (authorised absence) are 

added to the monthly average. To this effect the actual 

hours that the employee normally would have worked 

is used. 

   Overtime is payable for all hours worked in excess of the 

weekly standard work hours (normally 45 hours), payable 

at the legal minimum levels. 

   All basic conditions of employment are established on 

the minimum legal levels and recorded on the letters of 

employment of the employees, and may be reviewed 

annually through collective / individual agreement, within 

the limits mandated by the Remuneration & Nominations 

Committee.

   Where a provision is made for a December bonus, such 

bonus is payable on a pro-rata basis for the proportion 

of a calendar year completed in December for employees 

who commenced employment in the course of the 

twelve (12) months prior to payment of the bonus. Where 

employees leave the employment prior to the bonus 

month (December), no pro-rata bonus is payable.

2.4  Payments at termination

   Termination payments are based on specifi c contractual 

arrangements. There will be no additional payment made 

for termination for misconduct, other than what is payable 

in terms of the existing contractual obligations and the 

relevant statutory requirements. 

2.5  Disclosure of remuneration

   Remunerat ion  repor ted wi l l  inc lude appropr ia te 

values for all elements of remuneration, incorporating 

fixed remuneration, performance-based remuneration 

comprising payments made and value for benefits 

provided and equity-based components of remuneration. 

Reported remuneration will relate to the fi nancial year in 

which the remuneration is earned. 

   Other than disclosure included in annual reports, annual 

information forms or proxy circulars, remuneration 

information is confi dential between the company and the 

employee, other than when disclosure is required by law, 

and there is a mutual obligation and expectation to retain 

that confi dentiality. Remuneration data may be used for 

valid internal benchmarking, review and analysis and 

may be disclosed pursuant to regulatory and compliance 

requirements, but is otherwise required to be dealt with 

sensitively and confi dentially. Similarly, performance data 

is to be used only for performance management and 

related review and benchmarking processes. 

2.6  Orientation/induction

2.6.1  Executives and directors

  The company provides each new director and senior 

executive with a formal orientation programme, which 

includes reports on operations and results, company 

policies, the Code of Conduct and public disclosure fi lings 

by the company. Board meetings are often combined 

with presentations by the company’s management and 

employees to give additional insight into the company’s 

business. Management is also available for discussion with 

all new directors and senior executives.
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2.6.2  Employees

  Each new employee receives orientation relative to the 

operation where employed, addressing all aspects of 

employment condit ions, discipl inary- and grievance 

procedures, health, safety and environmental responsibilities, 

reporting lines and workplace procedures.

2.7  Amendment of this policy

2.7.1  This policy has been adopted by the board of Afrimat. Any 

amendment to this policy can only be approved by the 

Afrimat Board. 

2.7.2  The board has the responsibility of reviewing this policy 

on a regular basis to ensure compliance with the law and 

corporate governance best practice.” 

Approved by the board on 11 May 2011 and to be approved 

by shareholders at the Annual General Meeting scheduled for 

3 August 2011.

The board and committee member remuneration structure consists 

of an annual base fee as set out in the table below:

Type of fee 

Existing 

annual fee 

2010/11

R

Proposed 

annual fee 

2011/12

R

Board

Chairman 392 000  416 000

Board member 105 000 112 000

Audit & Risk Committee

Chairman 60 000 70 000

Member 40 000 45 000

Remuneration & 

Nominations Committee

Chairman 39 000 41 500

Member 26 000 27 700

Sustainability Committee

Chairman 31 000 41 500

Member 20 000 27 700

Corporate Governance (continued)

Remuneration and benefi ts of executive directors are disclosed on 

pages 74 and 86 of this report. The remuneration of the three most 

highly paid employees, who are not directors, is not disclosed due 

to the sensitivity of such information in the industry.

No material payments that are ex gratia in nature have been paid 

during the year under review.

Details of the share incentive scheme for executive directors and 

senior management are disclosed on page 74 of this report.

The non-executive directors’ fees are not split between a base fee 

and an attendance fee as required by the King III Report as these 

directors normally attend all meetings and their responsibilities 

extend beyond meeting attendance.



1. Preamble
  As Afrimat, we should maintain the highest ethical standards 

in carrying out our business activities. Our reputation is 
one of our most important assets. Maintaining the trust and 
confi dence of all those whom we deal with is therefore one 
of our vital responsibilities. At each of our Business Units our 
values: Trust, Integrity, Respect, Accountability, Teamwork 
and Customer Satisfaction must be used to guide and direct 
the way we do business. 

  We recognise our obligations to all stakeholders with 
whom we have dealings. Accordingly, this code sets 
overall principles and guidelines for practice to be adopted 
throughout Afrimat. Business Units of Afrimat are required 
to adopt appropriate principles and processes to deal 
with specific ethical issues that arise in their specific 
circumstances. 

  Afrimat will monitor ethical performance regularly in order 
to ensure that corrupt or unethical business practices are 
eliminated.

2.  Code of Conduct (“Code”)
2.1  Relationship with customers, suppliers and third parties
2.1.1  We believe that integrity in dealings with our customers, 

suppliers and third parties is a prerequisite for successful 
long-term business relationships. This principle governs 
all aspects of Afrimat’s approach to its customers and 
suppliers.

2.1.2  In al l  advert ising and other public communications, 
untruths, concealment and overstatement will be avoided. 
We will never deliberately give inadequate or misleading 
descriptions of our products or services. 

2.1.3  In accepting business, entering contracts, applying for 
rights/licences or any other matter/arrangement employees 
and/or intermediaries are expected to observe the highest 
standards of integrity, to act in the best interests of Afrimat 
and may not have any improper motive. Employees and/or 
intermediaries shall not use questionable/unethical methods 
or techniques, bribery or fraud to gain personal benefi ts, 
benefits for family/friends, benefits for the company or 
benefi ts for any other third party either directly/indirectly. 

2.1.4  In dealing with customers, suppliers, intermediaries or third 
parties, employees and/or intermediaries may not give or 
receive money or gifts. Entertainment and small gifts may 
be given or received by employees and/or intermediaries 
subject thereto that it is declared to the employee’s superior.

2.1.5  We will maintain the confi dentiality of information received 
from customers and suppliers.

2.2  Relations with shareholders and other investors
2.2.1  We will protect the interests of shareholders and other 

investors and will not do anything which will benefi t one 
class of investor at the expense of another. 

Code of Conduct

2.2.2  Our accounting statements will be true and timely. 

2.2.3  We aim to generate an attractive return to investors on a 
long term basis. 

2.2.4  We will communicate business policies, achievements and 
prospects honestly. 

2.3  Relations with employees
2.3.1  Relations with employees are based on respect for the 

dignity of the individual. 

2.3.2  Our principle is to recruit and promote employees on 
the basis of their suitability for the job without unfair 
discrimination in terms of race, religion, national origin, 
colour, gender, age, marital status, sexual orientation or 
disability unrelated to the task at hand. This principle needs 
to be balanced against the requirement to address the 
issues of employment equity. 

2.3.3  We will seek to provide a healthy and safe work environment. 
Employees have a duty to take every reasonable precaution 
to avoid injury to themselves, their colleagues and members 
of the public. 

2.3.4  We will recognise the efforts of the individual in helping 
to create the success of Afrimat. Pay systems will seek 
to recognise both the contribution of individuals and 
the performance of the sector of the business in which 
they work.

2.3.5  We will encourage and assist employees at all levels to 
develop relevant skills and competencies, through work-
related training and through self-development, in order to 
progress their careers within Afrimat. We intend to develop/
coach employees to reach their full potential and achieve 
high performance levels.

2.3.6  Information received by employees in the course of business 
dealings will not be used for personal gain or any purpose 
except that for which it is given.

2.3.7  Employees may not engage in any outside business interest 
or additional employment which could in any way confl ict 
with the proper performance of their duties, unless given 
specific written permission to do so by the CEO, group 
executive or subsidiary MD.

2.3.8  Any confl icting personal interest which an employee or a 
member of his or her immediate family has in relation to 
Afrimat’s business must be disclosed. This confl ict of interest 
could include directorships, signifi cant shareholdings and 
employment of life partners and family members. 

2.3.9  We recognise the need to develop effective processes 
for communication and consultation with employees in 
the natural groupings in which they work and, where 
appropriate, for individuals to be suitably represented in 
negotiations. Afrimat will ensure appropriate structures are 
in place to facilitate constructive dialogue. 
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2.3.10  Afrimat will have appropriate dispute resolution procedures 
in place and will make all reasonable efforts to resolve issues 
without the need to resort to industrial action. 

2.4  Relations with the government and the local community
2.4.1  We will conform to legislation, regulations and charters 

relevant to listed companies, including (but not limited to) 
the Companies Act, Competition laws, JSE rules, safety/
health/environment laws, B-BBEE and King III Code of 
Corporate Governance as well as relevant State Departments’ 
requirements (e.g. Department of Mineral Resources).

2.4.2  Paragraphs 2.1.3 and 2.1.4 above also apply to all dealings 
with government and the local community.

2.4.3  We wil l  take into account the concerns of the wider 
community including both national and local interests. 
We seek to serve the community by providing our services 
effi ciently and profi tably, and by providing good employment 
opportunities and conditions. 

2.4.4  We wi l l  support  communit ies in which we operate. 
Donations and educational and cultural contributions will be 
made in terms of Afrimat’s community and social investment 
approved budget.

2.5  The environment
2.5.1  We are concerned with the conservation of the environment 

in its broadest sense, and recognise that certain resources 
are finite and must be used responsibly. We aim to limit 
the use of fi nite resources in all business ventures and in 
particular recognise our role in managing responsibility for 
mining, land we occupy, waste management and usage of 
energy. 

2.6  Company policies and procedures
2.6.1  Employees wi l l  adhere to al l  company pol ic ies and 

procedures and any changes thereto. 

2.6.2  Employees will use the company’s assets in a responsible 
manner and not use any company assets for personal use 
without the required approvals.

2.6.3  Employees will not commit fraud or theft directly/indirectly.

2.7  Taxation
2.7.1  We will not evade tax obligations. 

2.7.2  We will record and report all transactions, including those 
where payment is made in cash. 

2.7.3  All taxable perquisites to which employees are entitled will 
be declared for tax purposes. 

2.8  Relations with competitors
2.8.1  We will not unfairly damage the reputation of competitors 

either directly or by implication or innuendo. 

2.8.2  In any contacts with competitors, employees will avoid 
discussing proprietary or confi dential information. 

2.8.3  We will not attempt to acquire information regarding a 
competitor’s business by disreputable means. This includes 
industrial espionage, hir ing competitors’ employees 
to obtain confidential information, urging competitive 
personnel or customers to disclose confi dential information, 
or any other approach which is not above board. 

2.8.4  We will not engage in restrictive trade practices or abuse any 
position of market dominance. 

2.9  Issues relating to international business
2.9.1  We will respect traditions and cultures of each country in 

Southern Africa in which we operate. 

2.9.2  We aim to contribute to the economic wellbeing and social 
development of communities where we conduct business. 

2.9.3  Where business practices differ in different countries 
in which Afrimat operates, we wil l  favour consistent 
procedures among business units. 

2.9.4  We will comply with competition laws throughout Southern 
Africa. We will not take part in any unlawful actions and 
unethical practices. 

3.  Compliance and verification
3.1  Strict adherence to the provisions of this Code is a condition 

of employment with Afrimat. 

3.2  We aim to create the climate and opportunity for our 
employees to voice genuine concerns about behaviours or 
decisions that they perceive to be unethical.

3.3  The General Manager Human Resources is responsible for 
initiating and supervising the investigation of all reports 
of breaches of this Code and ensuring that appropriate 
disciplinary action is taken when required.

3.4  Afrimat’s auditors may be asked to report on any practice 
uncovered, in the course of their work, which appears to be 
in breach of this Code.

3.5  The Whistle Blowing hotline could be used by any party as a 
means to report any breach of this Code.

3.6  Any breach of this Code or any failure by any employee to 
report any breach of this Code could lead to disciplinary 
action.

Code of Conduct (continued)




