Invicta AR14 with changes_Layout 1 2014/06/19 9:23 AM Page 32

32

Invicta Holdings Limited | Integrated Annual Report 2014

Corporate governance report

INTRODUCTION
The Board of directors of Invicta and senior
management across the Group are committed to the
highest standards of corporate governance and take
pride in their high moral and ethical business standards,
accompanied by sound and transparent business
practices. This includes the promotion, enhancement,
development and protection of the business interests,
reputation and goodwill of the Group.
The Board is responsible for corporate citizenship and
accountability for the stewardship of Group assets,
which have ensured sustainable returns. The Board
continues to provide stakeholders with the assurance
that the Group’s business is managed responsibly.
As corporate governance is constantly evolving, Invicta

corporate governance standards. The Board is
committed to and applies the principles contained in
King III, which have been adopted on an “apply or
explain” approach as more fully detailed below, and in
doing so, continuously strives to achieve corporate
governance best practice.
The Board, assisted by the Audit Committee, and the
Social and Ethics Committee, is responsible for overall
corporate governance and monitors compliance with
all applicable laws, rules, codes, standards and the JSE
Listings Requirements, and ensures ongoing
improvement in the Group’s adherence to the principles
set out in King III. The company secretary is responsible
for assisting the Board in monitoring compliance and
the day-to-day management of corporate governance.

continually focuses on seeking ways to improve on its

KING III GAP ANALYSIS
As required by the JSE Listings Requirements, the following table discloses the status of the Group’s compliance
with King III and reasons for non-compliance, if applicable:
King III index

Comply

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

Yes

Responsible corporate citizen

Yes

Effective management of ethics

Yes

Assurance statement on ethics in the integrated report

Yes

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

Yes

Strategy, risk, performance and sustainability are inseparable

Yes

Directors act in the best interest of the Company

Yes

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

(1)

A framework for the delegation of authority has been established

Yes

The board comprises a balance of power, with a majority of non-executive directors
who are independent

(2)

Directors are appointed through a formal process

Yes

Formal induction and ongoing training of directors is conducted

Yes

The board is assisted by a competent, suitably qualified and experienced company secretary

Yes

Annual performance evaluations of the board, its committees and individual members
are undertaken

Yes
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King III index

Comply

BOARD AND DIRECTORS continued
Appointment of well-structured committees

Yes

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

Yes

Directors and executives are fairly and responsibly remunerated

Yes (3)

Remuneration of directors and three most highly paid employees is disclosed

(4)

The Company’s remuneration policy is approved by the shareholders

Yes

Audit Committee
Effective and independent

Yes

Suitably skilled and experienced independent non-executive directors

Yes

Chaired by an independent non-executive director

Yes

Oversees integrated reporting

Yes

A combined assurance model is applied to improve efficiency in assurance activities

Yes

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

Yes

Oversees internal audit

Yes

Integral to the risk management process

Yes

Oversees the external audit process

Yes

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

Yes

Governance of risk
The board is responsible for the governance of risk

Yes

The board determines the levels of risk tolerance

Yes

The Audit Committee and Risk Committee assist the board in carrying out its risk responsibilities

Yes

The board has delegated the process of managing of risk to management

Yes

The board ensures that risk assessments are performed on a continual basis

Yes

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

Yes

The board ensures that management implements appropriate risk responses

Yes

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

Yes

Sufficient risk disclosure to stakeholders

Yes

Governance of information technology
The board is responsible for the governance of Information Technology (IT)

Yes

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

Yes

Management is responsible for the implementation of an IT governance framework

Yes

The board monitors and evaluates significant IT investments and expenditure

Yes

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

Yes

IT assets are managed effectively

Yes

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

Yes
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King III index

Comply

Compliance with laws, rules, codes and standards
The board ensures that the Company complies with applicable laws and considers adherence
to non-binding rules, codes and standards

Yes

The board and each individual director and senior manager has a working understanding of
the effect of laws, rules, codes and standards applicable to the Company and its business

Yes

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

Yes

The implementation of an effective compliance framework and process has been delegated
to management

Yes

Internal audit
The board ensures that there is an effective risk-based internal audit

Yes

Internal audit follows a risk-based approach to its plan

Yes

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

Yes

The Audit Committee is responsible for overseeing internal audit

Yes

Internal audit should be strategically positioned to achieve its directives

Yes

Governing stakeholder relationships
The board appreciates that stakeholders’ perceptions affect the Company’s reputation

Yes

Management proactively deals with stakeholder relationships

Yes

There is an appropriate balance between its various stakeholder groupings

Yes

Equitable treatment of shareholders

Yes

Transparent and effective communication with stakeholders

Yes

Disputes are resolved effectively, efficiently and as expeditiously as possible

Yes

Integrated reporting and disclosure
The board ensures the integrity of the Company’s integrated report

Yes

Sustainability reporting and disclosure should be integrated with the Company’s financial reporting

Yes

Sustainability reporting and disclosure should be independently assured

(5)
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The Board is of the opinion that the Company has, in all
material respects and where relevant, complied with
King III during the year under review, and wishes to
highlight the following:
(1)

(2)

(3)

(4)

(5)

Dr CH Wiese, who is a non-executive director, is
also the Chairman of the Board. It is the view of
the Board that the non-independence of the
Chairman is a positive factor in ensuring the
decisions taken by the Board are guided by a
Chairman whose perspective is aligned with longterm interests of shareholders. Mr DI Samuels
maintains his role as the Company’s Lead
Independent Director. In addition, to ensure
good governance, and as recommended by King
III, the chairmanship of all of the Board
Committees is held by Mr DI Samuels.
The majority of the Board members are nonexecutive directors with three being independent.
The majority of the non-executive directors being
shareholders, from a Company point of view, this
is considered beneficial to all stakeholders as it
aligns their interest with that of other
shareholders and stakeholders.
The Board believes that the directors individually
add significant value to the Company outside of
the formal Board and Committee meetings, and
interact with management as they deem
appropriate. The directors have a record of high
attendance at Board and Committee meetings.
The King III Report requires that the salaries of
the three most highly paid employees, who are
not executive directors, should be disclosed. Due
to their specialised skills, the highly competitive
South African equipment environment in which
Invicta operates and the employees’ value to the
Company, the Board does not wish to disclose this
information for each of the individuals but has
disclosed the total salaries of the employees
concerned on page 117.
The King III Report requires that the Company’s
sustainability report be audited by an
independent external professional. The entire
integrated report is reviewed by the Audit
Committee and recommended to the Board for
approval. The Board has not found it necessary to
obtain independent assurance as it is comfortable
with the accuracy of the sustainability reporting.
Environmental issues are not material in the
Group or its operations, accordingly no empirical
data is considered necessary to be provided at
this stage.

BOARD OF DIRECTORS
Structure and role of the Board
The Board has a unitary structure and comprises of four
executive directors, three non-executive directors, and
three independent non-executive directors. The profiles
of the members of the Board are set out on pages 4 and
5 of this Integrated Annual Report.
Chairman and Chief Executive Officer
The roles of the non-executive Chairman and the Chief
Executive Officer are separated in accordance with the
Board’s policy of division of responsibilities. This ensures
a balance of authority and precludes any one director
from exercising unfettered powers of decision-making.
The CEO’s and managing directors of the operating
subsidiaries and divisions report to the Group CEO of
Invicta, who in turn reports to the Board.
Executive directors
Executive directors are appointed by the Board to
oversee the day-to-day running of the Company.
Executive directors are held accountable through
regular reporting to the Board, and their performance
is measured against predetermined criteria.
Non-executive directors
Non-executive directors provide the Board with advice
and experience that is independent of management
and the executive. The presence of independent nonexecutive directors on the Board, and the critical role
they play as Board representatives on key committees,
ensures that the Company’s interests are served by
impartial views that are separate from those of
management and shareholders.
Independence assessment
Annually, the Board considers where appropriate each
director’s independence and is of the view that the
following aspects are important in assessing a nonexecutive director’s independence – whether:
•

the director had been employed in an executive
capacity in the Group in the previous three years;

•

the director had served on the Board for longer
than nine years – in this instance, the Board
considers whether that director’s independence,
judgement and contribution to the Board’s
deliberations could be compromised, or may
appear to be compromised, by this length of
service;

•

the director is a representative of a major
shareholder; or

•

the proportion of that director’s shareholding in
the Company or director’s fees represented a
material part of their wealth or income.
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Board Charter
A Board Charter, which is reviewed annually, has been adopted to guide the Board in governance issues and sets
a framework within which the Board functions. The Board Charter sets out the Board’s duties and obligations,
which include inter alia to:
•

act as the focal point for, and custodian of, corporate governance by arranging its relationship with
management, shareholders and other stakeholders of the Company along sound corporate governance
principles;

•

appreciate that strategy, risk, performance and sustainability are inseparable and to give effect to this by:
–

contributing to and approving the strategy;

–

satisfying itself that the strategy and business plans do not give rise to risks that have not been
thoroughly assessed by management;

–

identifying key performance and risk areas;

–

ensuring that the strategy will result in sustainable outcomes; and

–

considering sustainability as a business opportunity that guides strategy formulation;

•

provide effective leadership on an ethical foundation;

•

ensure that the Company is and is seen to be a responsible corporate citizen by having regard not only to
the financial aspects of the business of the Group but also to the impact that business operations have on
the environment and the society within which it operates;

•

ensure that the Company’s ethics are managed effectively;

•

ensure that the Company has an effective and independent Audit Committee;

•

be responsible for the governance of risk;

•

be responsible for information technology (IT) governance;

•

ensure that the Company complies with applicable laws and considers adherence to non-binding rules and
standards;

•

ensure that there is an effective risk-based internal audit;

•

appreciate that stakeholders’ perceptions affect the Company’s reputation;

•

ensure the integrity of the Company’s Integrated Annual Report;

•

act in the best interests of the Company at all times by ensuring that individual directors:
–

exercise their fiduciary duties with the necessary care, skill and diligence;

–

adhere to legal standards of conduct;

–

practice objective judgement with regard to the affairs of the Company independently from
management, but with sufficient information to enable a proper and objective assessment;

–

are permitted to take independent advice in connection with their duties following an agreed
procedure;

–

immediately disclose real or perceived conflicts to the Board and deal with them accordingly; and

–

deal in securities only in accordance with the policy adopted by the Board;

•

elect a Chairman of the Board that is a non-executive director; and

•

appoint and evaluate the performance of the Chief Executive Officer.

Director appointment and retirement policies
The Board selects and appoints directors, including the Chief Executive Officer and executive directors. Prior to
appointment, potential Board appointees are subject to a fit and proper test as required by the JSE Listings
Requirements.
New appointments to the Board are made through a formal process and the Remuneration Committee acts as the
Nomination Committee and assists with the process of identifying suitable candidates to be proposed to the Board
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and to shareholders. Board appointments are made with a view to ensuring an appropriate blend of skills and
experience is maintained. All Board appointments are ratified by Invicta shareholders at the following annual
general meeting.
The non-executive directors are subject to retirement by rotation and re-election in accordance with the Company’s
Memorandum of Incorporation. At each annual general meeting, at least one-third of the non-executive directors
retire from office based on longest service. If eligible, available and recommended for re-election by the
Remuneration (Nomination) Committee, their names are submitted for re-election at the annual general meeting.
This year Mr LR Sherrell and Adv JD Wiese retire in terms of the Memorandum of Incorporation, and being
eligible and available, are recommended for re-election by the Remuneration (Nomination) Committee. The
aforementioned directors have considerable commercial experience and an excellent understanding of the Group’s
business.
Professional advice and access to information
The Board Charter requires that non-executive directors have unfettered access to management of the Company
at any time, and all directors are entitled at the Company’s expense, to seek independent professional advice on
any matters pertaining to the Group, where they deem this to be necessary, and are obliged to seek such advice
in matters where they lack sufficient expertise to make an informed decision. When seeking independent advice,
the directors must inform the company secretary and if it is relevant to Invicta or the Group, the company secretary
will disclose the information to the Chief Executive Officer and the Board.
The Company and all its subsidiaries and divisions are compliant with the provisions of the Promotion of Access to
Information Act. The manual in terms of this legislation is available from the registered office of the Company and
on the Company’s website.
Board evaluations
As required by King III, Board effectiveness reviews are conducted on an annual basis with further reviews being
conducted at appropriate intervals as and when required. Areas of improvement are noted and addressed on an
ongoing basis.
Remuneration and directors’ fees
Details on the remuneration of executive and non-executive directors are provided on pages 110 and 111 of the
Integrated Annual Report.
Board meetings
The Board meets at least four times a year with additional meetings held when necessary. The attendance at Board
meetings held during this period is set out below:

CH Wiese (Chairman)•
C Barnard^
A Goldstone^
JS Mthimunye•#
R Naidoo•#
DI Samuels•#
LR Sherrell•
AM Sinclair^
RA Wally•#
CE Walters^
JD Wiese•

4 Apr
2013

11 Jun
2013

11 Sep
2013

14 Oct
2013
(Strategy)

7 Nov
2013

20 Feb
2014

√

√

√

√

√

√

√

Resigned

Resigned

Resigned

n/a

√

√

n/a

n/a

√

x

n/a

√

√

n/a

Apology

√

x

√

√

√

√

√

√

Apology

√

√

√

√

√

n/a

n/a

√

√

√

√

√

√

√

√

√

√

√

• Non-executive

√

√

√

√

√

√

√

√

√

√

√

√

√

√

√

# Independent

√

√

^Executive

(JS Mthimunye resigned on 12 September 2013, RA Wally appointed 30 July 2013, R Naidoo appointed 20 February 2014)
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Board papers are issued to all directors prior to each
meeting and contain relevant detail to inform
members of the financial and trading position of the
Company and each of its operating subsidiaries, as
well as covering material issues pertaining to the
Group.
Non-executive directors also maintain regular contact
with executive directors to ensure that they are kept
abreast of material matters that may require their
input and guidance.

Each Committee has a charter to guide the members in
performing their duties and the members of the
Committees have access to management, Group
records and external professional advice if and when
required. The Chairperson of each Committee, in line
with the recommendations of King III, attends the
annual general meeting.
Audit Committee
See Audit Committee Report page 66.
Risk Committee

Changes to the Board
During the 2014 financial year, Mr JS Mthimunye
resigned as an independent non-executive director,
and Mr AK Masuku resigned as an alternate
independent non-executive director of Invicta, both
resignations were effective 12 September 2013.
Mr RA Wally was appointed as an independent nonexecutive director of Invicta effective 30 July 2013, and
Mrs R Naidoo was appointed as an independent nonexecutive director effective 20 February 2014.

BOARD SUB-COMMITTEES
To enable the Board to properly discharge its duties
and responsibilities, the Board is assisted by an
Audit Committee, Risk Committee, Remuneration
Committee and a Social and Ethics Committee. Nonexecutive directors play a critical role as Board
representatives on the various Board Committees and
ensure that the Company’s interests are served by
impartial, objective and independent views that are
separate from those of management. Additionally,
the Board continuously strives to comply with the
requirements of King III insofar as the composition of
its sub-committees are concerned.

See pages 58 and 67.
Remuneration Committee
See Remuneration Report page 48.
Social and Ethics Committee
The Social and Ethics Committee was established and
constituted as a statutory committee of Invicta and the
Group on 30 April 2012, in respect of its statutory
duties in terms of section 72(4)(a) of the Companies
Act (2008), and a Committee of the Board in respect of
all other duties assigned to it by the Board.
The Committee has adopted a charter/terms of
reference which is reviewed annually, setting out its
duties and obligations.
The purpose of this Committee is to recognise the
responsibility for the Company’s actions and the
encouragement of a positive impact through its
activities on the environment, consumers, employees,
communities, stakeholders and all other members of
the public. The ultimate objective of managing
organisational integrity is to build an ethical corporate
culture.
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The Committee’s members are appointed by the Board
and it consists of not less than three members, at least
one of whom must be an independent non-executive
director. Members could comprise non-directors such
as senior management or persons with the relevant
experience. The Board appoints the Chairman from
the members of the Committee and determines the
period for which he/she shall hold office. In the
absence of the Chairman of the Committee, the
remaining members present shall elect one of their
numbers present to chair the meeting. The Board shall,
from time to time, review and revise the composition
of the Committee, taking into account the need for an
adequate combination of skills and knowledge.
Board members may attend Committee meetings by
invitation. Suitably qualified persons may be co-opted
onto the Committee when necessary to render such
specialist services as may be necessary to assist the
Committee in its deliberations on any particular
matter, but shall have no voting rights.

•

to monitor labour and employment, including the
Company’s standing in terms of the International
Labour Organisation Protocol on decent work and
working conditions and the Company’s
employment relationship and its contribution
towards the educational development of its
employees;

•

to review any statements on ethical standards or
requirements for the Company and the procedures
or review system implemented to promote and
enforce compliance;

•

to review significant cases of employee conflicts of
interest, misconduct or fraud, or any other
unethical activity by employees or the Company;

•

where requested, make recommendations on any
material potential conflict of interest or
questionable situations;

•

ensure that the code of conduct and ethics-related
policies are drafted and implemented;

•

reporting on and disclosing the Company’s ethics
performance;

•

to draw matters within its mandate to the
attention of the Board as the occasion requires;
and

•

to report, through one of its members, to the
shareholders at the Company’s annual general
meeting on the matters within its mandate.

The Committee has the following functions:
•

to provide guidance for the building and
sustaining of an ethical corporate culture in the
Company;

•

to monitor the Company’s activities, having regard
to any relevant legislation, other legal
requirements or prevailing codes of best practice,
with regard to Board Charter matters relating to
social and economic development, including the
Company’s standing in terms of goals and
purposes of the 10 principles set out in the United
Nations Global Compact Principles, the OECD
(Organisation for Economic Cooperation and
Development)
recommendations
regarding
corruption, the Employment Equity Act, the
Broad-Based Black Economic Empowerment Act
and the Company’s legal compliance framework as
applicable from time to time;

•

•

•

to promote good corporate citizenship, including
the Company’s promotion of equality, prevention
of unfair discrimination and reduction of
corruption, contribution to development of the
communities in which its activities are
predominantly conducted or within which its
products or services are predominantly marketed
and record of sponsorship, donations and
charitable giving;
to care for the environment, health and public
safety, including the impact of the Company’s
activities and of its products or services;
to promote consumer relationships, including the
Company’s advertising, public relations and
compliance with consumer protection laws;

The Committee is chaired by DI Samuels, and the
appointed members are Adv JD Wiese, A Goldstone
and C Barnard.

COMPANY SECRETARY
All directors have unrestricted access to the advice and
services of the company secretary and to Company
records, information, documents and premises. The
company secretary minutes all Board and subcommittee meetings and maintains the registers
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required by statute. The company secretary, assists the Board in fulfilling its functions and is empowered by the
Board to perform his/her duties. The company secretary, directly or indirectly:
•

assists the Chairman and CEO with induction of new directors;

•

assists the Board with director orientation, development and education;

•

ensures that the Group complies with all legislation applicable/relevant to the Group;

•

monitors the legal and regulatory environment and communicates new legislation and any changes to existing
legislation relevant to the Board and divisions; and

•

to provide the Board with a central source of guidance and assistance

C Barnard (Financial Director) resigned as company secretary on 31 December 2013, he remained in his current role
as Financial Director. GM Chemaly was appointed as company secretary effective 1 January 2014.
During the year under review, and in compliance with paragraph 3.84(i) and (j) of the JSE Listings Requirements,
the Board evaluated Mr C Barnard and Ms GM Chemaly, the company secretary/ies for the period under review,
and is satisfied that both Mr Barnard and Ms Chemaly are competent, suitably qualified and experienced.
Furthermore, since Ms GM Chemaly (appointed 1 January 2014) is not a director, nor is she related to or connected
to any of the directors, thereby negating a potential conflict of interest, it was agreed that she maintains an arm’s
length relationship with the Board. The Board undertakes a general evaluation of the company secretary
performance on an annual basis in order to identify possible steps for improvement, which are communicated to
him/her by the Chairman.

SUBSIDIARIES
Invicta’s major subsidiaries are listed on pages 97 and 98 of this Integrated Annual Report.
The Group acquired an additional 15% share in Wegezi Power Holdings (Pty) Ltd and Wegezi Transformers and an
additional 21% share in Screen Doctor (Pty) Ltd. The Group acquired 100% of the share capital of High Power
Equipment (Pty) Ltd, effective 14 May 2013, 60% of the share capital of Brands 4 Africa Distribution group, which
consists of Logistics (Pty) Ltd, One Owl Enterprises (Pty) Ltd and Lodge Stock and Barrel (Pty) Ltd effective
1 April 2013 and 100% of the share capital of Floormark (Pty) Ltd effective 29 April 2013.

SPONSOR
In compliance with the JSE Listings Requirements, Deloitte & Touche Sponsor Advisory Services (Pty) Ltd acts as
sponsor to Invicta.

INTERNAL CONTROL
The directors have responsibility for the Group’s systems of internal controls. These are designed to provide
reasonable assurance of effective and efficient operations, internal financial control and compliance with laws and
regulations. Operational and financial responsibilities are delegated to CEOs, CFOs and executives of the principal
operating divisions.
The Group’s system of internal controls is designed to provide reasonable, but not absolute, assurance against the
risk of material errors, fraud or losses occurring. Furthermore, because of changing internal and external factors,
the effectiveness of an internal control system may vary over time and must be continually reviewed and adapted.
The system of internal controls is monitored throughout the Group by the Audit Committee, the Group internal
audit department, management and employees as an integrated approach. The Board reports that:
•

to the best of its knowledge and belief, no material breakdown of the Group’s internal control system occurred
during the period under review;

•

it is satisfied with the effectiveness of the Group’s internal controls and risk management;

•

it has no reason to believe that the Group’s code of ethics has been transgressed in any material respect; and

•

to the best of its knowledge and belief, no material breaches have occurred during the period under review,
of compliance with any laws and regulations applicable to the Group.
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INFORMATION TECHNOLOGY
An Information Technology (“IT”) Oversight
Committee was established by the Company for the
Group on 20 February 2014. The Committee has
adopted a charter/terms of reference which is
reviewed annually, setting out its duties and
obligations. The IT Oversight Committee reports via
the Audit Committee to the Board. The purpose of the
Committee is to:
•

Appraise major information technology (“IT”)related projects and technology architecture
decisions;

•

Ensure that the Company’s IT programs effectively
support the Group’s business objectives and
strategies;

•

Monitor the overall performance of the Company’s
senior IT management team; and

•

Advise the Audit Committee and Board on
strategic or material IT-related matters.

The Chief Financial Officer/Financial Director of the
Company acts as the Chief Information Officer (“CIO”)
to interact on strategic IT matters at the Board and
other Board Committee meetings.
The Committee is authorised by the Board to
investigate any activity within its Charter, and is
authorised to seek any information it requires from
any employee and all employees are directed to cooperate with any request made by the Committee.

STAKEHOLDER COMMUNICATION
Members of the Board meet on an ad hoc basis with
institutional and other investors, investment analysts
and members of the financial media. Discussions at
such meetings are restricted to matters that are in the
public domain.
Shareholders are informed, by means of press
announcements and releases in South Africa and/or
printed matter sent to such shareholders, and/or
announcements on SENS, of all relevant corporate
matters and financial reporting as required in terms of
prevailing legislation. In addition, such announcements
are communicated via a broad range of channels in
both the electronic and print media. The Group has
also embarked on a more formal approach to
providing feedback in respect of the year-end results
with interviews scheduled for both radio and
television after the relevant media and SENS
announcements have been made.

The Company maintains a corporate website
http://www.invictaholdings.co.za containing financial
and other information, including interim and annual
results. The site has links to the websites of each major
operating subsidiary company.
The Group will continue to look at ways of allowing
electronic shareholder participation with its transfer
secretaries in the upcoming year as provided for in the
new Companies Act (2008).

EMPLOYMENT EQUITY
Invicta and the Group are committed to providing a
working culture that is inclusive to all. It is Group
policy to acknowledge and support South Africa’s
employment equity drive in ensuring that equal
opportunities are directed at our staff, regardless of
race, colour, sexual orientation, sex, religion, creed or
national origin. The Group remains compliant with all
aspects of the Employment Equity Act (1998) by
adhering to the requirements of the timeous
submission of an online report and plan, consultation
with employees and communication of the report and
progress is monitored on an ongoing basis. Areas of
strategic focus include the promotion of the
constitutional right of equality for all in the
workplace, elimination of unfair discrimination where
it may exist, redressing the effects of past
discrimination of employment practices, achieving
equitable representation in occupational categories
and levels, where possible, promoting the acquisition
of skills by employees that will reflect qualifications
and standards that is part of a national qualification
framework and developing a culture in the Company
of high quality lifelong learning. The Human
Resources department implements processes to
address recruitment as well as the development of inhouse talent through coaching, mentoring and
succession planning. Included in this drive is a bursary
programme directed at young black students who
could potentially be groomed for future senior
positions should they join the Group after graduation.
The Group remains fully committed to providing equal
opportunities to its 4 853 employees (2013: 4 498).
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SUSTAINABILITY REPORT
INTRODUCTION
The Board is committed to creating long-term value for all its stakeholders by providing sustainable businesses in
an integrated approach to the communities in which it operates.
As aforementioned, the role of the Social and Ethics Committee is to assist the Group with its responsibility towards
sustainability with respect to practices that are consistent with good corporate citizenship. The Companies Act
(2008), includes specific responsibilities including – the Company’s standing in terms of the United Nations Global
Compact Principles, the OECD recommendations concerning corruption, the contribution to development within
our communities, labour, employment, the environment, health and public safety. The Committee has the
objective of reviewing the Group’s Socially Responsible Investment Index, broad-based economic empowerment,
and sustainability reporting performance.
Performance in each of these areas is measured with reference to the DTI’s Broad-Based Black Economic
Empowerment (B-BBEE) scorecard and the Global Reporting Initiatives III guidelines.
Invicta has appointed Simanye to act as its consultants in terms of B-BBEE as well as The BEE Shop to re-certify the
BEE status of its various operations. The Group maintained its BEE status at a Level Four contributor in terms of
the Broad-Based Rating Scorecard for the period under review.

THE SUSTAINABILITY OBJECTIVES OF THE GROUP ARE:
•

Acting in the best interests of Group shareholders and Group principals, by representing them in a manner
which brings credit to their products and brands;

•

Ensuring that customers receive an integrated and environmentally sound solution that meets their specific
needs;

•

Providing employees with a safe working environment and encouraging a culture which allows them to
achieve as much as possible and to have a fulfilled working career;

•

Delivering sustainable returns to shareholders which are not at the expense of the Group’s ethical standards;

•

The Group continues to measure its expenditure on non-renewable resources and to eliminate any unnecessary
or inefficient processes. The primary areas of consumption in the Group continue to be transport, fuel and
electricity. The Group continually looks at optimising its warehouse locations and inventory holdings in a bid
to minimise transport cost and fuel consumption, with further strategic consolidation and expansion of certain
locations planned for the short- to medium-term; and

•

As customers continue to search for more efficient and productive products, the Group, through its various
operations, continues to develop these with its various principals around the world to offer solutions to the
market.

The Board wishes to take this opportunity to thank all the stakeholders in the Group for their ongoing
commitment and loyalty to the development of a sustainable business and relationships.

TRAINING EDUCATION AND DEVELOPMENT OF STAFF
In-house training and development:
The Group’s philosophy on training the right employee, at the right time provides returns not only for the
employee, but also for the employer in increased productivity, knowledge, loyalty and contribution to the Group.
Ongoing training and skills development also forms the basis of transformation. It is also imperative for any
company aiming to develop a competitive edge. In order to create this passion within the Group’s staff, Invicta
continually assists its employees to reach their full potential through ongoing training and development.

Invicta AR14 with changes_Layout 1 2014/06/19 9:23 AM Page 43

Invicta Holdings Limited | Integrated Annual Report 2014

Corporate governance report
continued

After the successful external re-branding by BMG, and essentially transforming BMG employees into BMG brand
ambassadors with a renewed heart and mind, the focus was placed on upskilling these brand ambassadors to
become part of their customer’s process. In doing so BMG is now a fully accredited Merseta training provider,
running fitter learnerships to ensure their technical and sales staff have the necessary technical foundation to
deliver on their customers’ needs. BMG also has workplace approval to run millwright apprenticeships and aim at
upskilling all sales staff over the next two years with adding “conduct sales and support services” to their
accreditation list.
BMG has invested in a mobile training initiative, taking the training to their staff nationwide by means of a
training van concept. The training van is fully fitted with the necessary products and material to deliver hands-on
training where it is needed.

CEG has also invested a great deal of resources and funding over the last two years in uplifting skills of their whole
goods and parts employees. CEG continues its focus on the grooming of qualified apprentices in various trades.
The Group provides a broad range of initiatives, including technical, management and sales training, as well as
softer skills programmes, with technical courses being delivered via e-learning. E-learning provides the major
benefit of being practical and flexible. Staff can log in when practical whilst learning can be applied immediately
and shared with colleagues. In addition, e-learning also enhances much needed computer skills. All theoretical
training is followed by practical training sessions delivered through the Group’s various technical and other
divisional resources available.
Education and career development
As part of the Group’s holistic approach to employee development, it also offers educational assistance to
employees who wish to further their own qualifications on a part-time basis by completing work-related courses.
Student bursaries
The Group currently has one university bursary holder participating in the Invicta bursary scheme as well as eleven
scholars in total from various institutions such as Jeppe Boys, SACS, Kearsney College, Cornwall Hill and King
Edward VII school.
The Group is committed to partnering projects that are focused on developing its technical skills base as a
requirement for its business, as well as for the country and the economy as a whole.
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CORPORATE SOCIAL INVESTMENT (CSI)
As a responsible South African citizen, the Group has focused on aligning its CSI spend with its core business
objectives, thus allowing for true partnerships with its beneficiaries, the government and NGOs, in order to bring
about long-term, sustainable change and development for the benefit of all. The Group carefully selects initiatives
that will have the maximum impact on basic needs of South Africans and where an immediate need arises, it
additionally undertakes ad hoc projects to address specific issues.
Some examples of initiatives undertaken by the Group are as follows:
•

LIV Village – Cottonlands, Verulam (KZN)
LIV Village takes care of 4 households
on a monthly basis. The LIV journey
began in 2001 into Amaoti, the largest
informal settlement in KwaZulu-Natal,
to feed starving children. In 2004
NPO’s Indlela, and later Lungisanai
Indlela, were born. By 2009, 600
children were born on the Back-2School project, life skills training was
introduced in the schools, over 30
crèches were supported with teacher
training and daily food. In September
2009, LIV (Lungisisa Indelela Village)
was birthed to provide holistic
residential care for most vulnerable
and parentless children. In 2013, this
became “HOME” for 600 children
living in 3 bedroom homes with
trained mothers, and a school from
crèche to matric.

LIV pic

LIV’s mission statement:
LIV exists to raise the next generation of leaders in our nation.
That is LIV Village’s mission, their purpose and their passion.
They place vulnerable, parentless children into a family
environment where they receive unconditional love, spiritual
discipleship, care and nurturing. All the children’s physical
needs are met. Children are tomorrow’s future, so the manner
in which they are raised will influence who they become.

Rescue a child, Restore a life, Raise a
leader, and Release a star
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•

NAMPO Agricultural School – Bothaville, Free State
The Nampo Combined Agricultural School funds 2 teachers
monthly salaries and sponsoring Early Education
Development to an Assistant teacher.
The Nampo Combined Agricultural School, another
Humulani Empowerment Trust Sponsorship, started in
January 1991 as a school for the children of farm workers of
the Bothaville North region. Presently tuition incorporates
Grades RR to 12, approximately 770 learners of which 200
learners reside on farms. The school is classified as a “No
School Fees” establishment for learners of a disadvantaged
community.

•

COP Trust
The COP Trust is a non-profit organisation that provides an
opportunity for schools, businesses and ordinary South
Africans to make a lasting and meaningful difference to the
lives of their fellow citizens. During 2013, the COP Trust
undertook a wide range of development projects, which
were all aimed at uplifting our society and empowering
historically disadvantaged individuals and communities. The
Group selected a house of safety (foster home), a crèche, a
pre-school, as well as a primary and high school to support,
with the help of the COP Trust.
Support is also provided for various safe houses and
orphanages, with the main focus being abused and
abandoned women and children, homes for pregnant young
girls, as well as various other crèches that are not supported
by the COP Trust. These include The Ark in Khayelitsha, St
Francis, The New Life Centre, Solomon’s Haven and The
Homestead.
The Group also supports the SA Medical and Educational
Foundation. Their mission is to create an environment where
quality healthcare and education can be available to
everyone. They do this by supplying various medical services
with the vital equipment that is needed to enhance the
treatment that is offered to state patients. The SA Medical
and Education Foundation supports mainly hospitals and
clinics that rely solely on a state budget.
A donation was also made towards The Sunflower Fund, to
assist with obtaining donors on the registry from non-white
ethnic race groups, as well as providing a home for a 4-year
old leukaemia patient and her family.

BMG has a long-standing relationship with the Protec
organisation who is the main beneficiary of their CSI budget.
Protec’s aim is to increase the country’s technologically skilled
human resource base through the provision of holistic Learner
Excellence Programme (learner-based education) to underresourced schools in South Africa. This programme is aimed at
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Grade 10 learners who participate until they reach
Grade 12 and are supported through their tertiary
education studies and beyond by their Protec mentors.
Research results clearly indicate that the Protec
branches are having a positive impact on the academic
performance of beneficiaries from historically
disadvantaged communities. At least 50% of learners
from Protec passed with University passes, significantly
more than the provincial averages.
Protec has a long and consistent track record of
assisting learners to improve their results in
Mathematics, Science and English and continue on to
successful careers in the fields of Engineering and
Technology – key focus areas for our business. The
expert staff and experienced leadership at Protec have
shown great passion in implementing every project.
BMG has been a long-term supporter of their branches
in Tongaat and Inanda/Kwa Mashu in KwaZulu-Natal
and have extended the Group’s commitment to Protec
by partnering with them in the establishment and
development of other branches in the key trading areas
of Steelpoort, Carletonville and Kuruman. Several of
these students have made it into the BMG trainee
programme which is a clear indication of the success of
this CSI programme, in that it goes full circle with the
ability to feed into BMG’s business or that of its
customers.
Education and career development
As well as the extensive staff training which is dealt
with elsewhere in this Integrated Annual Report, the
Group views education as a primary area of focus for
the future growth of the country. Funding is provided
to centres providing education to educators, which are
based in 25 rural under-resourced schools. A further
major funding project is in respect of a non-profit
technological career development programme,
focusing on quality of mathematics and science. The
Group acknowledges that a holistic approach is
necessary, of which academic support is but one
element.

QUALITY MANAGEMENT AND
OCCUPATIONAL HEALTH AND SAFETY
The consistent supply of both quality products and
service to customers is key to the Group’s successes. To
this end, the Group continues to focus on the ISO
quality system to assist in achieving this.
CEG has maintained their ISO certification with TUV
Rheinland in all its divisions, including the Criterion
Equipment Division and ESP will endeavour to
implement the system in that operation as well.
The Autobax division
certification with Lloyds.

maintained

its

ISO

BMG’s Quality Management Systems (QMS), certified in
2003, is now well established, with their current ISO
9001:2008 standard only due for re-certification in
November 2015. BMG’s commitment to a safe and
healthy working environment for customers and
employees is demonstrated by the implementation of
the OHSAS 18001:2007 standard.
The Group continues to progress the development and
implementation of the OHSAS 18001 Occupational
Health and Safety Management System in its major
operations.

COMPLIANCE , TRANSPARENCY AND
ACCOUNTABILITY
Compliance
The responsibility to facilitate compliance throughout
the Company and the Group has been delegated by the
Board to the Audit Committee, and in this regard the
Audit Committee must:
•

ensure that the Company and the Group comply
with applicable laws and consider adherence to
relevant non-binding rules, codes and standards;

•

ensure that the Company and the Group establish
and maintain a compliance framework and process
that is appropriate taking into account the laws,
rules, codes and standards that are applicable in
light of the compliance risk profile of the Company;

•

ensure that the Company and the Group establish
and implement a legal compliance policy;

•

ensure that the Company and the Group establish
and implement a compliance manual;

General
All the Group operations, no matter how small,
have contributed to supporting the destitute and
underprivileged in the communities in which they exist
and function.

has

Invicta AR14 with changes_Layout 1 2014/06/19 9:23 AM Page 47

Invicta Holdings Limited | Integrated Annual Report 2014

Corporate governance report
continued

•

identify, assess, advise on, monitor and report on
the regulatory compliance risk of the Company and
the Group, which will form part of the overall risk
management framework of the Company;

•

ensure that compliance monitoring and reporting
be undertaken in a manner that is appropriate for
the Company’s circumstances; and

•

ensure that a compliance culture is encouraged
through leadership, establishing the appropriate
structures, education and training, communication
and measurement of key performance indicators
relevant to compliance.

Annual General Meeting
The shareholders are encouraged to attend the annual
general meeting, chaired by the Board Chairman. The
notice for any general meeting of shareholders includes
an explanation of the reason for, and the effects of, any

Corporate ethics
The Group is committed to achieving high standards of
ethical behaviour. The Ethics Hotline is independently
run by Deloitte Tip-Offs Anonymous. Deloitte Tip-Offs
Anonymous has been certified by the External WhistleBlowing Hotline Services Provider Standard E01.1.1.
This Hotline can be used by all stakeholders to report
any suspected unethical behaviour. Calls are
investigated by the Internal Audit Division.
The Board adopted a formal code of ethics during 2004
and as aforementioned, a Social and Ethics Committee
was established on 30 April 2012.
The key pillars of the code include adherence to
legal framework of the country and ensuring that
Group is not brought into disrepute, against
overriding background of transparency in
transactions.

the
the
the
all

proposed special resolutions. The company secretary

Gift policy

attends every general meeting of shareholders to assist

The Group discourages the acceptance of gifts. All gifts,
free services and any other transactions with the
Group’s suppliers, customers or any third party which
take place by virtue of their position in or their
relationship with the Group should be disclosed to and
approved by their immediate superior. An electronic
register is maintained and recorded by the respective
divisional and Invicta Audit Committee at each
meeting. A similar policy applies to the giving of gifts to
customers and also applies to the receipt / provision of
entertainment. Cash payments, irrespective of the
amount involved, may not be accepted. Any offers of
travel and accommodation to any employee,
irrespective of value, should be approved by the
respective divisional head/manager and should similarly
comply with the requirements for acceptance of gifts.
All employee expense claims are subject to both
Internal and External Audit.

with the recording of shareholders’ attendance and to
tally the votes. The Chairman confirms with the
meeting that votes will be counted by way of poll, i.e.
all votes are counted, rather than by way of a show of
hands, if required.
Share dealing and conflicts of interest
Directors and designated employees across the Group
with access to financial results and/or price-sensitive
information are prohibited from dealing in Invicta
shares during closed or prohibited periods, and
clearance and approval procedures and processes are in
place throughout the Group.
Directors, senior management and all staff across the
Group are required to separate their personal
transactions from the Company’s transactions, and are
prohibited from accepting or soliciting gifts or benefits
of any kind by virtue of their position on the Board or
in the Company. Annually, and thereafter at each Board
meeting, directors are required to disclose to the
Chairman any potential conflict of interest and any
other directorships held by them. Directors who disclose
a potential conflict of interest recuse themselves from
discussion of the matter which may give rise to the
conflict of interest.

Arnold Goldstone
Chief Executive Officer
Invicta Holdings Limited
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REMUNERATION REPORT
During the year under review, the Remuneration Committee was chaired by Dr CH Wiese (non-executive Chairman
of the Board) from 1 April 2013, however, was replaced by Mr DI Samuels (non-executive director) as Chairman of
the Committee on 6 August 2013. Dr CH Wiese remained as member of the Committee. All members of the
Committee are non-executive directors.
A Goldstone (Chief Executive Officer) attends Committee meetings ex officio. The Chief Executive Officer attends
the Committee meetings by invitation and assists the Committee in its deliberations, save when issues relating to
his own compensation are discussed. No director is involved in the decision-making of their own remuneration.
The Remuneration Committee meets at least annually and the attendance at meetings held was as follows:
11 Jun
2013
DI Samuels (Chairman)
CH Wiese
A Goldstone

√
√
√

12 Jun
2013

√
√
√

11 Sep
2013

√
√
√

(Dr CH Wiese resigned as Chairman of the Committee on 6 August 2013, DI Samuels was appointed as Chairman
of the Committee on 6 August 2013)
Role of the Remuneration Committee and terms of reference
The Remuneration Committee has adopted a charter/terms of reference which is reviewed annually, setting out its
duties and obligations. The Committee is responsible for ensuring that the directors and executive management
are appropriately remunerated. The Committee is also responsible for the formulation of proposals of the fees
paid to the non-executive directors for the Board’s consideration and shareholder approval.
The Remuneration Committee is a Committee of the Board and is responsible for:
•

making recommendations to the Board on the general policy on executive remuneration, benefits, conditions
of service and staff retention;

•

determining the specific remuneration packages of executive directors and senior management of the Group
including, but not limited to, basic salary, performance-based short- and long-term incentives, pensions and
other benefits; and

•

the design and operation of the Group’s share incentive schemes.

The Company’s auditors, Deloitte & Touche, have not provided advice to the Committee. However, in their capacity
as Group auditors, they perform normal audit procedures on the remuneration of directors.
Remuneration policy and executive remuneration principles of executive remuneration
The Group’s remuneration policy aims to attract and retain high-calibre executives and to motivate them to
develop and implement the Group’s business strategy in order to optimise long-term shareholder value creation.
The policy conforms with King III and is based on the following principles:
•

Total rewards are set at levels that are competitive within the relevant market;

•

Incentive-based rewards are earned through the achievement of demanding performance conditions
consistent with shareholder interests over the short-, medium- and long-term;

•

Incentive plans, performance measures and targets are structured to operate effectively throughout the
business cycle;

•

The design of long-term incentives is prudent and does not expose shareholders to unreasonable financial risk.
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Elements of executive remuneration
The four elements of executive remuneration consist of a base salary, benefits, an annual incentive and long-term
incentives. The Committee seeks to ensure an appropriate balance between the fixed and performance-related
elements of executive remuneration and between those aspects of the package linked to short-term financial
performance and those aspects linked to longer-term shareholder value creation. A further consideration has been
the need to retain critical skills in the Group. The Committee considers each element of remuneration relative to
the market and takes into account the performance of the Group and the individual executive in determining both
quantum and design.
The policy relating to each component of remuneration is summarised below:
Base salary
The base salary of the executives is subject to annual review. It is set to be competitive at the median level, with
reference to market practice in companies comparable in terms of size, market sector and business complexity.
Group and Company performance, individual performance and changes in responsibilities are also taken into
consideration when determining annual base salaries.
Benefits
Benefits for executives include membership of a retirement fund and a medical aid, to which contributions are
made by the executives and the Group.
Short-term incentive
All executives are eligible to participate in a short-term incentive with payment levels based on either corporate
or individual performance or both. Key performance indicators are set on an individual basis each year. The
incentive plan is contractual but not pensionable. The Committee retains the discretion to make positive
adjustments to bonuses earned at the end of the year on an exceptional basis, taking into account both Group
performance and the overall and specific contribution of individual executives to meeting the Group’s objectives.
The Committee reviews measures annually, to ensure that the targets set are appropriate, given the economic
context and the performance expectations for the Group.
Details of the executive directors’ remuneration are detailed on pages 110 and 111.
Long-term incentive
Invicta long-term bonus and share incentive scheme
In order to attract and retain key staff, the Group requires appropriate long-term incentive schemes. Many of the
Group’s operations require key technical skills which are often difficult to replace. In trying to address the critical
factor, the Committee, in consultation with industry professionals, has designed a long-term bonus incentive
scheme for key executives. In terms of the scheme, executives will be rewarded on their performance, with
reference to the growth in the Invicta share price over a period of three to five years. The bonus, as determined
by the formula, will be settled with equity in Invicta by the relevant operational entity. The bonus scheme will
constantly be reviewed by the Committee for its effectiveness and will be amended from time to time, if necessary.
Divisional senior executives and management are on a cash-based bonus system, which ensures they are rewarded
for performance in those areas over which they have direct influence.
Equity-settled bonus share incentive right scheme
The Group employed a long-term bonus equity-settled share incentive right scheme (LBSIR scheme) for key
executives in 2006. In terms of the LBSIR scheme executives are granted a bonus share incentive right (the bonus
right) calculated with reference to a specified number of shares at a price equal to the weighted average five-day
closing market price on the date of grant. The bonus right vests after a period of one year, (subject to the
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achievement of the performance conditions set for the executive), and the bonus right becomes exercisable after
a further two-year period, after which the executive has a further two-year period in which to take up the bonus
right before it lapses. The bonus right is determined based on the difference between the grant price and the
weighted average five-day closing share price on the exercise date. The bonus, as determined by the formula, will
be settled with Invicta shares.
The remaining bonus rights will only be settled with Invicta shares.
The bonus right expense has been calculated using a Black Scholes valuation model and is expensed over a threeyear period from the grant date and is recorded in the Share Appreciation Reserve.
2014
Weighted
average
incentive
rights cost
(Black
Scholes)
Rand

Number
of
incentives
Outstanding at the beginning of the year
Awarded during the year
Exercised during the year

2 569 336
427 739
(1 507 998)

Outstanding at the end of the year

2013

26,85

1 489 077

Weighted
average
incentive
rights cost
(Black
Scholes)
Rand

Number
of
incentives
8 657 000
146 340
(6 144 004)

10,13

2 569 336

Tranche 1

Tranche 2

Tranche 3

Tranche 4

Tranche 5

Tranche 6

Tranche 7

Tranche 8

Number of grants 3 514 000

250 000

3 814 000

4 104 000

75 000

4 360 000

1 000 000

900 000

146 340

–

–

–

–

–

–

–

–

2 Mar 10

1 Mar 11

11 Jun 12

13 Mar 14

Cancelled

–

1 Sep 06 26 Mar 07 14 Mar 08

30 Sep 08 13 Mar 09

(55 000)

Tranche 9 Tranche 10

427 739

Grant date

13 Mar 06

Grant price

R17,20

R20,00

R27,97

R24,84

R26,87

R18,48

R24,37

R42,55

R66,14

R120,93

3 years

3 years

3 years

3 years

3 years

3 years

3 years

3 years

3 years

5 years

%

%

%

%

%

%

%

%

%

%

Expected volatility
2,1

2,0

2,1

2,2

2,2

2,1

2,1

2,2

2,1

1,6

Dividend yield

(daily)

5,6

5,3

6,4

3,5

3,8

4,2

4,9

5,3

4,5

3,2

Risk-free rate

7,2

8,17

8,17

9,4

8,7

6,43

8,68

7,39

5,35

7,7

Executive directors’ interests in the LBSIR scheme are set out in note 37 on page 111 of the 2014 Integrated Annual
Report.
In line with the principles stated above, the Remuneration Committee has authorised the implementation of a
bonus bank scheme at senior and middle-management level which entails management earning a performancebased bonus, which is effectively paid out over the subsequent three years.
A long-term loan scheme for executives on the Board of Invicta
The purpose of the loan is to incentivise Invicta executives over the long-term by providing them with a mechanism
to acquire a meaningful stake in Invicta, thereby aligning them with the interests of Invicta shareholders. The loans
were granted in the 2012 financial year and are payable over seven years, bear interest at 6% per annum and are
secured by Invicta shares at a ratio of 1.5:1.
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External appointments

Approval

Executive directors are not permitted to hold external
directorships or offices without the approval of the
Board. If such approval is granted, directors may retain
the fees payable from such appointments.

This Remuneration Report has been approved by the

Directors’ fees

Signed on behalf of the Remuneration Committee

Board of Invicta.

Directors’ payments for services as directors and other
emoluments are set out in note 37 on pages 110 and
111 of the 2014 Integrated Annual Report. Members
will be requested to consider a special resolution
approving these emoluments at the annual general
meeting.
Non-executive directors’ fees
The annual fees payable to non-executive directors of
the Company are based on a fee for attendance per
meeting of the Board and, where applicable, per
meeting of sub-committees. An additional fee is paid
to the Chairman of both the Board and the Audit
Committee.
Non-executive directors do not participate in the
Company’s annual bonus plan, or in any of its share
incentive schemes.
Details of the non-executive directors’ fees are
detailed on page 110.
Directors’ and executive management’s service
contracts
None of the directors are bound by service contracts.
All executive directors, who are also directors of
subsidiary companies, have an engagement letter
which provides for a notice period of between one
and three months to be given by either party.
The Group Chief Executive Officer has no service
contract.
The non-executive directors have a contract of
employment with the Company which can be
terminated on 30 days’ notice by either the Company
or the non-executive director.

DI Samuels
Chairman of the Remuneration Committee
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