
For the 12 months ended 30 September 2016
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76%

4% 20%

OVERVIEW

ÅDespite the anaemic local macro-economic environment,

Reunert has delivered another set of very pleasing results:

ÅDouble-digit growth in operating profit and NHEPS;

Å8% growth in dividends; and

ÅGood progress on strategy execution.

ÅThe results are characterised by: 

ÅExcellent results from the Applied Electronics segment 

underpinned by the execution of major export orders;

ÅThe tough operating environment resulting in muted profit growth 

in the ICT segment; and

ÅA strong performance from the Electrical Engineering segment 

which was boosted by FTTx rollout, export volume improvements 

and efficiency gains.

South Africa

Rest of Africa 

Rest of World

R8 511m

2016

% REVENUE BY REGION
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FINANCIAL OVERVIEW

2016 2015 2014

Revenue Rm 8 511 8 300 7 774

Operating profit Rm 1 315 1 167 1 017

Continuing operations

Headline earnings per share Cents 570 576 391

Normalised headline earnings per share Cents 662 568 439

Total dividend per share Cents 439 407 370

3%

13%

1%

17%

8%

7%

15%

47%

29%

10%
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OVERVIEW

ÅConcrete progress has been made on the execution of our strategic 

imperatives, including:

ÅThe conclusion of three complementary, bolt-on acquisitions;

ÅClarity on cash utilisation and increased return of cash to 

shareholders; and

ÅPositive transformation through two BEE transactions and 

improved BBBEE progress across the group.
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STRATEGY EXECUTION

84% of revenue*

Growing competition

Late life-cycle products

Margin pressures

Concentration

risk

Slow-top-line

growth

* Based on FY-2014 reported revenue
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STRATEGY EXECUTION ƅACQUISITIONS

Progress

ÅCompleted three complementary 

bolt-on acquisitions.

ÅOmnigo ïDecember 2015

ÅZamefa ïAugust 2016

ÅNanoteq ïOctober 2016

ÅDeveloped our internal capacity 

to identify and integrate 

acquisitions.

ÅInvestigating a strong pipeline

of further acquisitions.

Results

ÅCosts of acquisitions: R180 million excluding:

ÅMerger and acquisition costs of R45 million; and

ÅR130 million for Nanoteq effective 1 October 2016.

ÅMeeting all investment hurdles.

ÅOmnigo performance has exceeded expectations:

ÅFurther hard currency orders have been secured resulting in

a 12 month order book.

ÅIntegration of Zamefa and Nanoteq is on track.

ÅExpected to have a positive impact on FY2017 results by

ÅAccelerating revenue growth;

ÅReducing concentration risk through increasing international 

revenue streams; and

ÅProviding access to faster-growing market segments.
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STRATEGY EXECUTION ƅSECURE COMMUNICATIONS

ÅReutech Communications 

ÅCapital investment of R90 million into a new state-of-the-art facility that 

significantly increases the capacity to supply into the multi-year Radiate 

contract and international markets. 

ÅOmnigo 

ÅAdvanced manufacturer of high specification electronic sub-assemblies.

ÅInternational supplier to complementary geographies in hard currency.

ÅLocal supplier via Reutech Communications to Project Radiate.

ÅSecured 12 month order book.

ÅNanoteq 

ÅWorld-class encryption technology.

ÅInternational supplier to complementary geographies providing a conduit

for Reutech Communications.

ÅLocal supplier to SANDF and through Reutech Communications into 

Project Radiate.

The acquisitions have created a 

vertically integrated provider of 

next generation tactical 

communication products.

The cluster is well positioned to 

supply into existing long-term 

contracts and complementary 

offshore geographies.

These acquisitions should 

double earnings from this 

cluster in FY17.
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STRATEGY EXECUTION ƅAFRICA INFRASTRUCTURE

Zamefa acquisition 

ÅZambian manufacturer of copper rod and power cables.

ÅProvides existing power cable businesses with the opportunity for market 

diversification by increasing access to the rapidly growing central and east 

Africa regions.

ÅProvides synergistic efficiencies through improved plant utilisation and 

optimisation of copper supply.

ÅTwo African Cables executives are integrating Zamefaôsoperations into the 

Electrical Engineering segment.

ÅProvides additional entry point for other CBI-electric infrastructure product 

ranges to new markets.

ÅShould improve segment contribution in the order of 10% in FY2017.

Forecast GDP growth rates of sub-Saharan African countries

Source: BMI Africa Power outlook 2014

Planned Installed capacity growth rate by 2023

Country % Type of projects

Zambia 33% Hydroelectric, coal

Kenya 113% Coal, solar, wind, hydro, biomass, geothermal

Tanzania 123% Coal, wind, hydro, gas, geothermal

Ethiopia 650% Hydro, wind, geothermal

DRC 225% Hydro

6
7

9

6

5

8 8

0

2

4

6

8

10

KenyaTanzaniaEthiopiaUgandaZambia DRC Ghana

Source: World Bank, June 2016

Based on forecasted average GDP real growth rates ï2017 and 2018

%



1111

STRATEGY EXECUTION ƅTRANSFORMATION

Å Two empowerment ownership transactions were executed during 

the year.

ÅElectrical Engineering 

üThe transaction for African Cables and Telecom Cables was 

successfully completed and implemented, with a non-cash

IFRS2 Share-based Payment charge of R93 million. 

ÅApplied Electronics 

üPhase one of the Reutech (Pty) Ltd BEE equity ownership transaction 

was concluded at a further IFRS 2 non-cash cost of R20 million. 

üSubject to the SA Defence Industry Charter, further phases may be 

concluded during 2017.

ÅManagement demographic has improved at all businesses.

ÅImproved BBBEE accreditation ratings have been achieved in all 

companies entrenching their access to the South African market.

11
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CASH UTILISATION ƅSHAREHOLDER RETURNS

Dividend

ÅFinal dividend of 326 cents per ordinary share.

ÅTotal dividend for the year up 8% to 439 cents per share (2015: 407 cps).

Share-buyback programme commenced in September 2016

as a result of:

ÅContinued confidence in Reunertôs future;

ÅShareholder engagement on utilisation of excess cash;

ÅCreation of shareholder value through the programme.

ÅGeneral shareholder authority in place to repurchase up to

nine million shares. 

ÅBy year-end we had repurchased 443 331 shares at an average price

of R62,69 per share and at total consideration of R27,8 million.

ÅContinued to repurchase shares during the closed period in terms of

a firm mandate in accordance with JSE Listings Requirements.

Cash returned to shareholders

ÅTotal dividends paid:

Å2016: R690 million

Å2015: R629 million

Å1 406 639 shares bought back up to 

18 November 2016 for R87,5 million.

ÅDividend yield: 7,2% (2015: 6,7%).
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REVIEW
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SEGMENTAL REVIEW ƅ ELECTRICAL ENGINEERING

ÅPower cable revenue was reduced by a change in the traditional product mix, however 

this did not impact profitability

Å12% decrease in copper cable.

Å129% increase in aluminium cable.

ÅDelay in infrastructure projects.

ÅOptic fibre telecom cables achieved record volumes driven by fibre-to-the-home rollout 

impacting both revenue and operating profit positively.

ÅCircuit breakers offset muted local growth by a strong export performance in key hard 

currency geographies.

ÅDespite the stable volumes, all the manufacturing units delivered excellent efficiency gains 

which further supported the positive margin profit performance.
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SEGMENTAL REVIEW ƅ ICT

ÅEconomic conditions created a challenging operating environment for the OA sector:

ÅNashua successfully sold into higher performance segments with associated 

improved revenues;

ÅTotal Document Volume (TDV) continued to be under pressure, however the number 

of colour prints increased; 

ÅService revenues remained positive, supported by the improved product mix;

ÅProdoc continues its positive trajectory.

ÅA strong customer acquisition programme resulted in voice minutes increasing by 14%

to 1,1 billion minutes:

ÅThe Nashua franchises increased their share of voice traffic billed by 22% to 88 

million minutes.

ÅAsset finance loan book remained static at R2,1 billion with credit loss ratio remaining well 

below market levels. 

ÅStrong efficiencies enabled the segment to hold its financial result.
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SEGMENTAL REVIEW ƅ APPLIED ELECTRONICS

ÅVery strong performance driven by the successful execution of major export orders 

assisted by favourable exchange rates:

ÅFuchs Electronics completed its fuze order; 

ÅOmnigo executed existing and secured additional long-term export orders;

ÅDynamic Control continued its good export growth through expanded distribution 

channels;

ÅGood mining surveillance radar volumes despite commodity cycle.

ÅReutech Communications had a difficult year due to delays in expanding its production 

lines. The impact of full production is expected to be realised from Q2:17.

ÅReutech Solutions out-performed inflation with a pleasing increase in operating profit due 

stringent cost and margin control.

ÅContinued investment R127 million (2015:R86 million) in research and development in the 

support of new generation products for launch in the new financial year.
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FINANCIAL RESULTS ƅ SEGMENTAL MOVEMENTS

* From continuing operations
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FINANCIAL RESULTS ƅ
EXTRACT FROM GROUPINCOME STATEMENT 

FY16 FY15 % change

Revenue Rm 8 511 8 300 3

Operating profit Rm 1 315 1 167 13

Net interest income Rm 137 135 2

Empowerment transactions Rm (113) - -

Profit before tax Rm 1 339 1 302 3

Tax Rm (404) (360) (12)

Profit after tax Rm 935 942 (1)

Share of JV profit Rm 28 17 65

Profit from continuing operations Rm 963 959 -

HEPS from continuing operations Cents 570 576 (1)

NHEPS from continuing operations Cents 662 568 17

ÅRevenue from continuing operations 

increased by 3% reflecting the change in 

product and segment mix.

Å13% operating profit improvement due to:

ÅModerate local growth;

ÅPositive impact from exports;

ÅEfficiency & cost management;

ÅClosure of low voltage solutions 

business.

ÅTax rate 30%:

ÅDue to non-deductible M&A costs and 

empowerment transactions;

ÅPartially offset by R&D and accelerated 

investment allowances.

ÅNHEPS adjusted for:

ÅR113 million empowerment transaction 

costs; 

ÅR39 million of M&A costs.
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FINANCIAL RESULTS ƅ
BALANCE SHEET SUMMARISED

2016

Rm

2015

Rm

Property, plant and equipment and intangible assets 1 019 745

Goodwill 737 653

Other long term assets 1 758 1 808

Non-current assets 3 514 3 206

Inventory 1 295 990

Receivables 2 718 2 441

Cash and cash equivalents including money market instruments 2 382 2 713

Current assets 6 395 6 144

Accounts payable 2 043 2 010

Bank overdraft 629 278

Current liabilities 2 672 2 288

Net current assets 3 723 3 856

Net assets 7 237 7 062

Equity 7 092 6 725

Deferred tax 102 98

Long-term borrowings 43 239

Equity and long term funding 7 237 7 062

Major movement in balance sheet 

due to acquisitions Rm

PPE and intangible assets 201

Goodwill 90

Inventory 151

Accounts receivable 443

Deferred taxation 19

Non-current payables (12)

Net borrowings assumed (282)

Payables and provisions (398)
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FINANCIAL RESULTS ƅ
EFFICIENCY INDICATORS AND WORKING CAPITAL

ÅInventory increases are mainly due to:

Å Raw material buy-in for Radiate R159 million;

Å Effect of weaker exchange rate.

ÅDebtors days marginally reduced due to the positive September 

sales activity and enhanced collections.

2016 2015

Inventory turnover (1) Times 7,0 5,5

Inventory turnover (2) Times 5,0 5,5

Trade receivables (2) Days 50 53

Trade payables (2) Days 55 57

Net worth (NAV) per share R 42,6 40,5

Gross profit margin (%) % 36,5 34,7

Net profit margin (3) % 12,6 11,6

Bad debt as % revenue % 0,4 0,3

Cash generated by operations

vs operating profit
% 83,0 121,4

WORKING CAPITAL MOVEMENT (Rm) 2016 2015

Inventory and contracts in progress (154) 24 

Accounts receivable and derivative assets 201 (84)

Trade and other payables, provisions and derivative liabilities (311) (243)

Advance payments (132) 365

(396) 62 

1. Forward looking measure based on forecasted Cost of Sales

2. Impact of Zamefaremoved 

3. Adjusted by impact of Empowerment transactions costs of R113 million




