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RMH’s ENDURING
VALUE CREATION

HOW THIS REPORT
WAS COMPILED

This integrated report of RMB Holdings

The report is compiled and presented
in accordance with:
• International Financial Reporting
Standards (IFRS);

Limited (RMH) for the year ended
30 June 2018 was prepared for all its
stakeholders, including existing and
potential shareholders. Stakeholders
provide RMH with a variety of
capitals: financial, human,
intellectual, social and relationship
and natural capital. The direct capital
under management of RMH is
financial capital. RMH are indirect
custodians of human, intellectual,
social and relationship and
natural capitals through its
investee companies.
The report contains comprehensive
information about RMH’s
financial performance, stakeholders,
governance, material issues, risks and
opportunities and how
these influence RMH’s strategy.
We show how we create value for
stakeholders and how we will ensure
that our value creation is enduring.
The group is proud of its heritage,
steeped in strong ethics.
We therefore also outline how our
value creation is underpinned by
sound and enduring values.

• Companies Act of South Africa,
71 of 2008 (Companies Act);
• JSE Limited Listings Requirements
(JSE Listings Requirements);
• King IV Report on Corporate
Governance for South Africa, 2016
(King IV); and
• The International Integrated
Reporting Framework (<IR>
Framework) of the International
Integrated Reporting Council (IIRC).
The most material issues, being those
which have the potential to
substantially impact RMI’s ability to
create and sustain value for its
stakeholders, are discussed.
Management is not aware of the
unavailability of any reliable
information or any legal prohibitions
to disclosing any material information.

FORWARD-LOOKING
STATEMENTS
Certain statements in this integrated
report may be regarded as forward-

looking statements or forecasts but
do not represent an earnings
forecast. All forward-looking
statements are based solely on the
views and considerations of the
directors. Those statements have
not been reviewed and reported
on by the external auditor.

MATERIALITY
This report focuses on reporting
material aspects under the control
of RMH which can significantly
impact capital resources, financial
performance or could lead to
significant reputational damage or
negatively impact RMH’s position
as a responsible corporate citizen.

TRIBUTE TO
GT FERREIRA
During the current year, RMH
greeted its only chairman to date,
GT Ferreira. This annual integrated
report is a tribute to him and the
long-lasting impression he has
made on RMH and the financial
services industry in South Africa.
Throughout the report are quotes
from RMH board members
acknowledging his enduring
contribution to RMH.

ABOUT THIS REPORT
ASSURANCE
Assurance was received from
RMH’s external auditor,
PricewaterhouseCoopers Inc.
on the fair presentation of the
annual financial statements.
The audited annual financial statements
including the external auditor’s
unqualified report are available on the
website, www.rmh.co.za. Summary
financial statements are included
on pages 81 to 120.
The external auditor also read the
integrated report and considered
whether any information is materially
inconsistent with the annual financial
statements or their knowledge
obtained during the course of their
audit or otherwise appears to be
materially misstated. No such
misstatement was reported.

The audit and risk committee
had oversight of the preparation
of the integrated report and
recommended it for board
approval.

RESPONSIBILITY
The board is ultimately
responsible for this report.
The board acknowledge its
responsibility to ensure that
this report enables stakeholders
to make an informed assessment
of the performance and the short,
medium and long-term prospects
of RMH. Some information
however remains the opinion
of the board and stakeholders
are encouraged to seek
independent advice before an
investment decision is made.

The company secretary and
financial manager, Ellen Marais
CA (SA), prepared this report;
the chief executive and financial
director, Herman Bosman LLM
CFA, supervised the preparation;
and management convened
and contracted the relevant skills
and experience to undertake the
reporting process and provided
management oversight.
The board, after consultation
with the audit and risk
committee and applying its
collective mind to the
preparation and presentation
of the report, concluded that it
was presented in accordance
with the <IR> Framework and
approved it for publication.

CONTENTS

the
one

ABOUT RMH

two

PERFORMANCE AND OUTLOOK

three

5

PORTFOLIO OVERVIEW

19

35

four

GOVERNANCE AND SUSTAINABILITY

five

SUMMARY FINANCIAL STATEMENTS

six

SHAREHOLDER INFORMATION

55
81

121

THE ARTIST AND ARTWORK IN THIS ANNUAL INTEGRATED REPORT
RMH has, over the years, commissioned distinctive and exceptional artworks from talented
South African artists, which are then utilised and translated across various corporate
communication platforms.
We are proud to present Nompumelelo (Nompumi) Ngoma’s Izimbokodo (Zulu for The Rocks).
Nompumi is known for her portrayal of women wearing traditional headgear and traditional
blankets, always in a position of strength. Izimbokodo consists of a chair moulded from traditional
blankets and a painting of women done with charcoal and coffee. The empty chair speaks to
unlimited potential, which represents RMH’s position to modernise, diversify and optimise its
portfolio. The application of coffee as an art medium resonates with the application of the ethos
of applying traditional values in a unique and entrepreneurial way. The coming together of the
chair and painting forms an artwork which, in turn, represents an investment portfolio where the
sum of the parts is better than the parts on their own.
Nompumi lives in Soweto and studied Fine Art at the South West Gauteng College.
She furthered her studies in Fine Art at the University of Johannesburg, graduating with
a National Diploma in 2011. She has participated in several exhibitions since.
Further information about Nompumi and the creation of the artwork, which is displayed
in RMH’s registered office, can be found on the RMH website, www.rmh.co.za.

artist
NOMPUMELELO NGOMA

NAVIGATION WITHIN
THIS REPORT
Directs readers to the page in the
annual integrated report with
supplementary information.
Indicates further information
available on our website,
www.rmh.co.za

INTRINSIC VALUE
OF PORTFOLIO
(R billion)

122

+37%

ENDURING
VALUE
for the year ended 30 June 2018

2017: 89

NET ASSET
VALUE

MARKET
CAPITALISATION

NET
INCOME

HEADLINE
EARNINGS

(R billion)

(R billion)

(R billion)

(R billion)

46.3
2017: 41.4

+12%

107
2017: 83

+29%

8.8

+5%

2017: 8.4

8.9

+12%

2017: 7.9

NORMALISED
EARNINGS

DIVIDEND PER
SHARE

(R billion)

(cents)

8.8
2017: 8.2

+8%

351

+7%

2017: 327

“With a legacy as a leading financial services institution, GT Ferreira
has been instrumental in enhancing the growth, strong market
position and commercial integrity of RMH. GT’s humour, conceptual
richness and generous way of imparting knowledge in the most
accessible way has added immense value to RMH, today and to
the future.”
OBAKENG PHETWE
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“Competitive and skillful to a fault
but never unfair or greedy! Those
are the values that he insisted be
applied throughout the group right
from its genesis. I was privileged
to witness these proud character
traits for all of 40 years as a
fellow board member and onetime work colleague. GT is an
extraordinary gentleman, of that
there can be little doubt.”
PAT GOSS
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FAREWELL MESSAGE
FROM GT FERREIRA
I am finally, after a
period of more than
40 years, breaking a
bond with the group
of which I was a
founding member.
More importantly,
I am also saying a
final goodbye to
a group of people,
whom I not only
regard as colleagues,
but also as friends.
For me, it has been an incredible journey.
It started in 1977, when I went to see Pat
Goss with the idea of starting a new
structured finance company from scratch.
Pat introduced me to Laurie Dippenaar
and, on 30 June 1977, our partnership was
forged and Rand Consolidated
Investments (RCI) was born with R10 000 in
share capital. A short while later, in fact
only three months after we started, Pat’s
father passed away and Pat had to leave
the partnership to assist his mother with
running their family business. This, however,
created the opportunity for Paul Harris to
join us as our new partner.
Since 1977, we have had many good
times but also some tough times. We had
a lot of fun and very few arguments.
I have met some great people along the
way and, collectively, we helped build,
shape and cobble together, through
start-ups, organic growth, mergers and
acquisitions, an exceptional financial
services group that we can all be very
proud of.
All of us, at some time, reflect on our lives
and wonder what we could or should
have done differently, if given a second
chance. I do not believe that I would
change anything as far as my working life
is concerned.
I have been extremely fortunate to have
had an incredibly interesting, exciting and
profitable business career, none of which
would have been possible without the
people who have invested so much time
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and effort. I have had the good fortune to
have chosen the right partners, the right
industry and the right colleagues, and
I would like to thank and pay tribute to
all of you.
THANK YOU
• Firstly, to the board members of RMH
Thank you for your support,
understanding, contributions and
encouragement over the years. You
have made my job as chairman
very easy.
The most remarkable thing about the
board – and while I am proud of it, I am
not necessarily sure whether it is a good
or a bad thing – is that, over a period of
40 years, we have never had an issue
where it was necessary for me to call for
a show of hands. We always arrived at
a decision by consensus – maybe not
unanimous consensus, but at least
sufficient consensus. I would like to
believe that the main reason for this
is the fact that we have always had
(and still have) enormous respect for
each other and have trusted one
another implicitly;
• Secondly, to the executive management
of RMH
Thank you for your contribution to our
group. Herman, you and your team
have brought new life to RMH and I
detect a new spirit of “can do” which is
both exciting (sometimes perhaps a bit
too exciting for me at my age), and also
encouraging;
• Thirdly, Pat Goss, Laurie Dippenaar and
Paul Harris
I would like to thank my three founding
partners; for 40 years of friendship and
partnership. I have been incredibly
fortunate. I could not have chosen
better friends and partners. If I have the
opportunity again, I shall choose the
same; and
• Last, but not least, a special thank you to
my wife Micky
She is most dear to me and has
supported me through thick and thin
during my business career. Thank you for
your support, for your understanding and
for your encouragement. Without you I
would not have been able to achieve
half of what I had.

regarded as similar to a hundred-meter
race or even a marathon, but should rather
be considered as a perpetual relay race.
I am handing over the chairmanship baton
to Jannie Durand, in the same way that
Johann Rupert handed it to me. Hopefully,
in ten years’ time, the board will have
identified a successor to Jannie and Jannie
will hand the baton over to the new
chairman. Handing over the baton is not
the end of the road, it is merely the end of
an era, and so it should be. Personally, at
this point in our perpetual relay race, I
cannot think of a better person than
Jannie Durand to hand over the
chairmanship baton to.
The outgoing chairman should leave the
new chairman and his board with a few
words of wisdom. I shall confine it to four
bullet points, self-evident, but very
important:
• Always remember that, in the financial
services game, your only real assets are
the people you employ – so try and
appoint the best people that you
possibly can;
• The best and most simple definition of
management that I have encountered
in my career is “getting things done
through people”. Remember you do not
always have to manage people, you
manage things and it is sometimes more
important to lead people;
• Remain humble despite your successes
and try never to become arrogant,
because the moment you become
arrogant, you also become complacent
and that is exactly what your
competition is waiting for; and
• Finally, please believe me when I say
that there is no limit to what we as a
group can achieve, provided we do not
mind who gets the credit. Always try to
use the word “we” instead of “I”.
In conclusion, I wish to thank you and say
that I have been very privileged, proud
and honoured to have been chairman of
the RMH group and its bigger family over
the last 40 years.
May God bless all of you.

GT Ferreira
(Outgoing chairman)

HANDING OVER
I have often referred to the fact that the
running of an organisation should not be
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“Throughout the history of RMH and FirstRand,
GT has always been a superb and wise
sounding board. With his unique ability to think
laterally, he has provided simple, key solutions
to what often appeared to be insoluble
problems. Management have always
enjoyed his total support and encouragement
and they have found this to be invaluable.
His leadership has been exemplary.”
LAURIE DIPPENAAR
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WHO WE ARE
RMH positions itself as a value-adding,
stable and aspirational shareholder.

RMH is an investment holding
company with a proud track record
of investing in disruptive and
entrepreneurial financial services
businesses. This performance has
been achieved by partnering with
exceptional management teams for
the long term.
Since its listing in 1992, RMH has provided shareholders with a vehicle to
co-invest with the founders of Rand Merchant Bank (RMB). From humble
beginnings at RMB, the group has produced outstanding businesses
such as FirstRand Limited (FirstRand), Discovery and OUTsurance.
RMH prides itself on the role it played in the establishment and growth of
these businesses. At the oppropriate time, it also provided independence
to these businesses. RMH retained significant shareholdings as the strategic
input is valued by the underlying businesses and their management teams.
In 2011, RMH’s insurance interests (Discovery, MMI and OUTsurance) were
separately listed as Rand Merchant Investment Holdings Limited (RMI).
RMH has since expanded its investment strategy to include a property
investment business, comprising scalable entrepreneur-led businesses with
proven track records in managing and building out property portfolios.

Investment portfolio
FIRSTRAND
FirstRand is generally regarded as one of
Southern Africa’s leading financial services groups.
It is listed separately and has a market
capitalisation of R358.4 billion as at 30 June 2018
(2017: R264.5 billion).
RMH is the founding and biggest shareholder in
FirstRand, South Africa’s largest banking group, with
a 34% stake.
See page 37 for a brief
description of the investment.

RMH PROPERTY
RMH’s property investments are housed in a
wholly-owned subsidiary, RMH Property Holdings
Proprietary Limited (RMH Property), managed by a
dedicated investment team led by Brian Roberts.
During the financial year, RMH Property expanded
its core partnership by acquiring a direct interest
in Atterbury Europe, a logical strategic alignment
for the business, providing an opportunity for
geographic diversification and access to a
promising European market. During the financial
year, the intrinsic value of RMH Property increased
from R899 million to R2 067 million.

Investment policy
RMH invests in businesses
that can deliver superior
earnings, dividend growth
and sustained long-term
capital growth. We
specifically target
businesses and industries
complementary to our
current portfolio.

6

First National
Bank (FNB)
the retail and
commercial bank

Atterbury
a leading South
African property
group

Rand Merchant
Bank (RMB)
the corporate and
investment bank

Atterbury Europe
a European
property group

WesBank
the instalment
ﬁnance business

Propertuity
an urban renewal
business

Aldermore
the UK-based bank

Ashburton
Investments
the group’s investment
management business

Genesis
a mezzanine debt
and equity funding
business

See page 50 for a brief
description of the property
division’s investments

Dividend policy
RMH has a stated policy
of returning net dividends
(after providing for funding
and operational costs
incurred at the centre)
received in the ordinary
course of business to
shareholders.
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GROUP
STRUCTURE

FNB represents FirstRand’s retail and
commercial activities in South Africa
and the broader African continent.

WesBank represents FirstRand’s activities
in vehicle and asset finance in the retail,
commercial and corporate segments.

RMB offers advisory, funding, trading,
corporate banking and principal
investing solutions.

Aldermore is a UK bank providing asset
finance, invoice finance, mortgage and
deposit products to SMEs, homeowners,
landlords and individuals.

Remgro
Limited

Ashburton is an investment
management business.

28.2%

34.1%

Royal
Bafokeng
Holdings
Proprietary
Limited

12.5%

100%

Directors

27.5%

6.2%

43.9%

49.9%

40%
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OUR STRATEGY
Delivering enduring value
Our objective is to create a portfolio of businesses which are market-leaders and can deliver sustainable
earnings, an attractive dividend yield and capital growth.

DESIRED OUTCOME
TO DELIVER ON OUR
STRATEGY, WE:

Diversify

Optimise

We are constantly evaluating opportunities to expand the
services and reach of our existing investees or add new
investments, thereby creating more enduring value.
During the year, we supported FirstRand in its geographic
diversification into the UK market with the acquisition of
Aldermore for £1.1 billion.

We focus on continuously improving the value
our investees provide in order to create
better enduring value for our shareholders.
This includes responding to market demands, such as
FirstRand obtaining a licence to market short-term
insurance to its large existing client base.

Expanding into new segments
of financial services, underrepresented segments as well
as diversifying into geographical
areas and a focused deployment
of capital in establishing the
property businesses.

Constantly growing the net
asset and intrinsic value of
the portfolio.

We are well aware of renewal in our industries
and encourage our investees to be future-ready.

Modernise

Measuring enduring value
The primary component of the value RMH
creates is measured in terms of capital
growth, which reflects the growth in the
underlying value of our investments.
For a detailed analysis of RMH’s
underlying intrinsic value, refer to
the table on page 25.

We measure short-term performance in terms
of normalised earnings, which excludes
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Fatti is a leading analytics company and part
of Atterbury. It adds value to bricks and mortar
assets by providing valuable insight into customer
behavioural patterns.

non-operational items and accounting
anomalies from headline earnings.
For the detailed calculation of normalised
earnings in respect of the current and
prior year, refer to page 31.

As a secondary component of the value
RMH creates, it is RMH’s objective to
provide shareholders with a consistent
annual dividend flow. In extraordinary
circumstances, this can be complemented
by other distributions in the form of special

Unlocking new avenues
to growing value for
shareholders.

dividends or the unbundling of investments
to shareholders.

Our strategy is based on
enduring values
The strong, enduring values instilled by our
founders and board and embraced by
management provide us with the tools to
deliver on our strategy.

9

one | ABOUT RMH

HOW RMH CREATES
ENDURING VALUE
It uses the resources and expertise at its disposal to create
sustainable, long-term value for all stakeholders:
CAPITALS

Provider
of capital
Shareholders
Debt holders

Inputs
The capital from shareholders and the
reserves generated are used to invest and
generate earnings and enduring future value
for shareholders.
RMH has an established unlisted R15 billion
domestic debt programme.

FINANCIAL

Before any debt issue, the optimal level of
debt is assessed as well as the desire to
reduce the cost of capital and to ensure that
leverage and return on equity is maintained
at levels suitable to shareholders.

Board of
directors

HUMAN

Employees of
investee
companies
Service providers

Board of
directors

INTELLECTUAL

10

Employees
of investee
companies

RMH’s board and management have
specialised knowledge, skills and experience,
which is applied to ensure that sound,
sustainable investments are made and
managed in line with strategy.
Our strong enduring values serve as a guide
in all our actions.

The RMH brand and the brands of our
investees, our strong reputation, together with
the capacity and desire to innovate are
leveraged in our activities to deliver superior
returns.

Business activities
RMH manages its investments on a
decentralised basis and its involvement is
concentrated mainly on being an
influential shareholder and providing
support rather than on being involved in
the day-to-day management of
investees. The board considers it in the
best interests of all the parties concerned
to respect the decentralised business
model and the fact that business is
conducted in separate legal entities. The
support provided to investees is either in
the form of strategic, financial and
managerial support or the unlocking of
value by means of creating the
environment for possible deal-making.
As a shareholder of its investees, RMH
also exercises its shareholder rights to
ensure, as far as possible, that investees
adhere to the highest standards of
corporate governance, internal controls,
financial management, risk management,
legal compliance, safety, health and
environmental management, internal
audit, ethics management, information
management, stakeholder relationships
and sustainability.
RMH partners with management in
formulating a long-term strategy and
capital allocation plan and providing the
necessary stability in the shareholder
base of investee companies.
Management is empowered to execute
on strategy.

Outputs
HOW VALUE
IS CREATED

Outcomes

ENDURING
VALUE CREATED

RMH has a moderate risk
profile, as a result of a strong,
stable financial sector.

Market
capitalisation
up 29%

R107 billion
Normalised
earnings

up 8%

up 13%

VALUE
SHARED

INVESTORS
Sustainable dividend
and capital (share
price) growth.
Dividend yield

Dividend
paid

4.6%
(2017: 5.6%)

19%
compound annual
growth since March 2011

Our purpose, strategy, values
and principles form our culture.
We aim to attract, develop and
retain the best people by
creating a culture of
excellence. We continue to
make progress in the area
of diversity.

38 058 people
employed by investees
A score of 17.04 out of 20
achieved by FirstRand on
the skills development
element in 2018

• Normalised
earnings growth

• Concentration
risk in portfolio

• Dividend yield

• Macro-economic
conditions

• Intrinsic value
• Capital growth

R8.8 billion

R4.8 billion

Key
performance
indicator
Risks

EMPLOYEES
We continue
to challenge and
develop our people
and their skills.

• Total shareholders’
return
• Performance of
investees against
internal financial
targets

• Geographic
concentration
• Industry
concentration

• Board evaluation
results

• Artificial
intelligence

• Employee
engagement
results

• Development of
technologies

• External
recognition
received by
investee
companies

• Reputation of
brands

• Macro-economic
conditions

RMH Property spent

R315 000 on skills
development

The company actively pursues
ways to offer its financial
expertise, including sharing
sector-specific knowledge and
promoting social
entrepreneurship.

Strong, reliable
brands and
reputation

Recognised through
multiple awards
see pages 35 to 54
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INVESTEES
RMH’s collective skills,
experience and
resources unlock the
value in investee
opportunities.

• Cyber attacks
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CAPITALS

SOCIAL AND
RELATIONSHIP

Provider
of capital
Community,
shareholders,
debt holders and
clients of
investee
companies

Inputs
RMH forge and maintain strong relationships
with stakeholders, based on shared values
and an ongoing commitment to society.
Stakeholder management and the desire to
be a good corporate citizen are embedded
in our governance model.

Business activities
RMH’s major investee, FirstRand, in its
capacity as one of the four largest
banking groups in South Africa, is a:
• Systemic provider of credit;
• Keeper of deposits and savings;
• Provider of channels for people to
access their funds and spend;
• Material taxpayer; and
• Large employer.
RMH Property contributes to infrastructure
for both business (shopping centres) and
individuals (accommodation).

The natural
environment

NATURAL

RMH’s own actions do not materially impact
the environment directly.
We encourage our investees to consider their
actions and how they may affect the
environment carefully to minimise any harm.

FirstRand’s philosophy is underpinned by the belief
in the strong enduring values and principles, which
include helping to create a better world that is
socially and environmentally viable in the long term.
The principles are incorporated in:
• Environmental and social risk;
• Ecological footprint reduction (electricity/carbon
emissions, waste and water);
• Green financing and positive banking; and
• Occupational health and safety.
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Outputs
HOW VALUE
IS CREATED

ENDURING
VALUE CREATED

RMH continues to monitor and
address the public’s trust in us
and the economy. By actively
engaging stakeholders through
dialogue and acting on
material issues raised, we
continue to strengthen our
relationships.
The group’s affordable housing
book provides individuals with
tangible wealth-building
opportunities and substantial
social benefits for families,
communities and the country
as a whole.
Funding for the SME sector is a
major contributor to economic
growth and job creation.
FNB’s eWallet is broadening
access to electronic banking.
Since its creation in 1998, the
FirstRand Foundation has
granted over R1 billion for
social investment projects.

Long-standing reputation
for ethical values

FIRSTRAND
INDICATORS:

R9.4 billion
procurement from broadbased black economic
empowerment
(BBBEE) suppliers

R124 billion
value added to the
economy in 2018

Outcomes
VALUE
SHARED

SOCIETY AT LARGE
RMH is contributing to
confidence in the
economy and faith in
trusted leadership.

Key
performance
indicator
Risks
• BBBEE status

• Client retention

• Tracking of
employment
equity

• Unemployment
rate

• Access to financial
services

• Macroeconomic
conditions

Through its investees, it
provides socio-economic
upliftment in economic
growth, job creation,
wealth creation
opportunities and
financial inclusivity.

Affordable
housing book

R 24.5 billion
(2017: R22.5 billion) to 95 612
(2017: 93 000) clients
Empowerment
financing

R10 billion
(2017: R10 billion)
FNB eWallet users

6.1 million
(2017: 4.3 million)
CSI spend

R342 million
(2017: R254 million)

RMH’s investees continue
to reduce their carbon
footprints.

FirstRand carbon emissions
(SA operations): 224 190
tonnes (2017: 258 878
tonnes)
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ENVIRONMENT
Reduction in carbon
emissions

• Carbon emission in
tonnes

• Limited natural
resources
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WHAT IS MATERIAL
FOR STAKEHOLDERS
In order to create enduring long-term value for RMH and its
stakeholders, we engage on the issues that are material to each
group and respond appropriately through the delivery of our strategy.

KEY
STAKEHOLDERS

Their
material
requirements

SHAREHOLDERS
AND ANALYSTS
Including present and potential
future investors

CLIENTS

SUPPLIERS

• Clear growth strategy

• Trust

• Fair treatment

• Solid operational
performance irrespective
of volatility in macroeconomic environment

• Protection of information
and identify

• BBBEE

• Long-term sustainable
growth

• Future-proof products
and services
• Value-for-money

• Reflection of underlying
portfolio value in RMH’s
share price

RMH
interaction
and
strategic
response

RMH communicates with
shareholders through SENS
and when it announces
interim and year-end
results. This is accompanied
by comprehensive reports,
which are sent to all
shareholders.
RMH’s interim and final
results announcements
are accessible on the
company’s website
(www.rmh.co.za).

Our investees aim to
provide superior service to
enable both corporate
and individual clients to
achieve their ambitions. The
integrity of their various
brands, their image and
reputation are paramount
to ensuring the
sustainability of their
businesses.

The group and its investees
subscribe to responsible
transformation and
consistently improves its
BBBEE procurement spend.

The chief executive meets
with investors and
investment analysts from
time-to-time.

ENDURING
VALUE
CREATED
14

Attractive dividend
yield and long-term
sustainable
capital growth

Satisfied clients,
who trust the brands
and contribute to
economic growth

Reliable
and empowered
suppliers

GOVERNMENT
AND REGULATORY
BODIES
MEDIA

COMMUNITIES
in which investees operate

• Sharing expert
knowledge

• Financial inclusion

• Transparent performance
reporting

• Win-win

• Enterprise development

including the SA Reserve Bank,
Financial Services Conduct
Authority and JSE

• Open and honest
relationship and
communication
• Adherence to laws
• Paying taxes

Engagement with the
media is open, honest and
based on facts. A
trustworthy relationship has
been established with the
media.

Our investees are
committed to uplifting the
societies in which they
operate through following
sound employment
practices and meeting the
real needs of the
communities.
See www.firstrand.co.za
for the valuable work
done by the FirstRand
Foundation.

No harm done
Building trusted
brands

Reinforcing the
importance of open
and honest values
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RMH engages with
government and regulatory
bodies in a proactive and
transparent manner to
ensure that South African
industry practice remains
amongst the best in the
world and builds trust and
confidence in society.

RMH strives to
have meaningful,
timely and open
communication
with its key
stakeholders,
based on its
enduring values
of transparency,
accountability
and integrity.

Leading by
example and reducing
industry risk

15
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THE RISKS AFFECTING
ENDURING VALUE
CREATION
The board, assisted by the audit and risk
committee, continuously monitors the top risks
to ensure timeous value creation or
preservation action in line with its approved risk
appetite and risk management strategy.
THE RESIDUAL RISKS FACING RMH ARE
REFLECTED ON THIS HEAT MAP:

4

High

1

RISKS

External risks
Risks associated with
external factors such as
economic, political or
legislative change

Strategic risks
Risks resulting from
the definition,
implementation and
continuation of the
group’s guidelines and
strategic developments

CRITICAL

PROBABILITY

Board
focus
Medium

8

5
Low

10 11

6

2

3

9

HIGH

7

LOW

12 13 14 15

Low

Medium

High

IMPACT
The numbers on the heat map correspond with the table alongside.
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Financial risks

Management
focus

Risks associated with
the management of
cash and cash
equivalents, financial
instruments and
financing

POSSIBLE IMPACT ON VALUE
CREATION OR PRESERVATION
1

SOVEREIGN
RISK

Impact of country downgrades on the equity
market.

STRATEGIC RESPONSE
IN MITIGATION
Constructive engagement with “SA Inc” and its
stakeholders.
Geographical diversification.
Systematic monitoring of macroeconomic
environment.

REGULATORY
RISK

Inadvertent and unintentional non-compliance
may cause financial loss.

Proactive engagement on legislative changes.

TAX RISK

Unanticipated tax arising from strategic decisions
or from unexpected changes in tax legislation
may cause significant financial loss.

Advice from independent tax specialists.

4

STRUCTURE OF
THE COMPANY

Diminishing shareholder value due to an inefficient
structure.

Regular review of the company structure.

5

OWNERSHIP
STRUCTURE

Concentrated shareholding could cause illiquidity.

Regular review of top 20 shareholders and
tracking of free-flow of RMH shares.

6

REPUTATIONAL
RISK

The risk that an action, event or transaction may
compromise the brand.

Protecting and enhancing the brand and
reputation with the highest ethical standards.

7

INDEPENDENCE AND
CONFLICT OF INTEREST

The possibility that a decision of the board could
be seen as prejudiced and conflicted.

Delegation of authority in place.

8

INVESTMENT
STRATEGY

The risk of the portfolio value being adversely
affected by movements in equity and interest rate
markets, currency exchange rates and
commodity prices.

Proper understanding of the businesses of the
investee companies.

2
3

Declarations of interests.

Appropriate RMH representatives on the board
of investee companies.

9

COMPLIANCE
AND LEGAL RISK

The risk of non-adherence to regulation and
legislation.

Systems in place to ensure awareness and
compliance.

10

PORTFOLIO
RISK

The portfolio may have a particular exposure to
certain industrial sectors, geographic areas or
regulations.

Systematic portfolio reviews.

LIQUIDITY
RISK

The risk of not being able to meet payment
obligations as they fall due, or being forced to
liquidate positions under adverse conditions.

Monthly forecasting and reporting to determine
liquidity requirements.

DISASTER RECOVERY
AND BUSINESS
CONTINUITY

The risk of the business being unable to operate
due to an unforeseen event or disaster.

A comprehensive business continuity plan has
been developed and tested. Alternative
facilities available.

TREASURY
RISK

Any loss of control over cash inflows, outflows and
investments in money market instruments.

Limits, rules, formal delegations of authority and
segregation of duties in place.

INFORMATION
TECHNOLOGY (IT)
RISK

The risk of IT disruption, breach of information
security and cyber-attacks.

Numerous policies, processes and systems in
place to ensure the continuity and stability of
systems and the security of data.

INEFFECTIVE FINANCIAL
REPORTING

The risk that financial information is not prepared
timeously and complete.

Financial results reviewed internally, then by the audit
and risk committee and the board of directors.

11

12

13
14

15

Diversification of the portfolio.
Regular meetings with investees and
representation on their boards of directors.

External audit.

We continue to evaluate and improve our management techniques and
processes to build our reputation as a trusted and reliable holding company.

ANNUAL INTEGRATED REPORT 2018

A more comprehensive analysis of the risk management
process and financial risks, including those relating to the
global economy and currencies, is disclosed in note 10 to
the summary financial statements on page 111.
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CHAIRMAN’S STATEMENT
It is an honour to take over the role of chairman from
GT Ferreira. I thank him sincerely for his guidance in setting
the firm direction and strong, enduring values of the group. It is
therefore my pleasure to report on the activities of the group.
Commitment to enduring value creation
RMH is committed to creating long-term value for its stakeholders by investing in and remaining influential in businesses that can deliver
capital growth and a steady dividend flow. By being a shareholder of influence, RMH can enable sustainable growth and bring and hold
businesses together. RMH invests with a view to long-term involvement and enduring value creation. Our investment decisions are influenced
by the external environment and can therefore be volatile in the short term.

External environment
The South African economy is experiencing:
A more stable
political
environment

South Africa’s new president, Mr Cyril Ramaphosa, took office in February and promised to revive the economy,
clamp down on corruption and attract $100 billion in new investments. The change in the political environment
marked an initial positive turning point for business and consumer confidence. In addition, rating agencies have
refrained from further downgrades since November 2017.

Stable inflation
and interest rates

Inflation is projected to stabilise in the middle of the 3%-6% target range, which lessens the effect of higher
international oil prices and thus the upward pressure from the VAT hike.
In March 2018, the Reserve Bank reduced the repurchase rate from 6.75% to 6.5%.
Investment in infrastructure and structural reforms would support growth in the medium to long term. Higher
investment will be crucial for growth to translate into lower unemployment.

20

Continued high
unemployment
rates

Unemployment remains high at 27%, weighing on household consumption. Inequalities in income and
opportunities continue to be high. Young people are especially vulnerable to unemployment, reflecting the low
quality of the education system, which contributes to skill shortages and low productivity. This is further
compounded by the stagnating economy and lack of employment opportunities.

A lack of growth

Despite a more favourable political environment, policy uncertainties remain, such as the financial turnaround of
state enterprises and the revival of the mining sector. In addition, a potential land reform, allowing land
expropriation without compensation, raises uncertainty about property rights, which could lead to a significant
decline in investment. External downside risks relate to an increase in oil prices and to global trade tensions, in
particular on commodities. In addition, higher interest rates in the United States could affect financial markets,
and also the exchange rate as a result of capital outflows.

FNB SA economic forecast
2012
% Real GDP growth
% Unemployment
% CPI average
Rand/Dollar average
*

2013

2014

2015

2016

2017

2018F

2019F

2020F

2.2

2.5

1.7

1.3

0.6

1.3

1.3

1.6

1.4

24.9

24.7

25.1

25.4

26.7

27.5

27.9*

28.3*

28.6*

5.6

5.8

6.1

4.6

6.3

5.3

4.6

5.4

5.2

8.21

9.65

10.85

12.78

14.70

13.30

12.70

12.60

13.20

International Monetary Fund forecast.

Enduring value created
Despite the prolonged local uncertainty, it was particularly pleasing that RMH
managed to produce strong results, in keeping with its commitment to create
enduring value.
• Normalised earnings increased 8% to R8.8 billion (2017: R8.2 billion).
Normalised earnings per share amounted to 624.4 cents per share
(2017: 578.5 cents per share);
• RMH’s core investment, FirstRand, produced a good performance despite
the challenging economic climate, increasing normalised earnings by
8% (2017: 7%) and delivering a return on equity (ROE) of 23.0% (2017: 23.4%).
FirstRand franchises, FNB, RMB and newly acquired Aldermore produced
resilient operating results, with WesBank feeling the macroeconomic pressure;;
• RMH Property more than doubled its intrinsic value (R900 million is
attributable to an increase in value of the underlying investment since
acquisition) and delivered a normalised profit of R16 million;
• Market capitalisation increased by 29% to R107 billion; and
• Dividends for the year distributed to shareholders increased by 7%
to 351 cents (2017: 327 cents).
The group results are discussed in more detail in the chief
executive’s review, starting on page 24.

JANNIE DURAND,
AND,
man
Chairman
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FINANCIAL
INDICATORS
for the year ended 30 June 2018

NORMALISED EARNINGS

INTRINSIC VALUE

(cents)

(cents)

624.4
2017: 578.5

+8%

8 632.0
2017: 6 306.6

DIVIDEND

NET ASSET VALUE

(cents)

(cents)

351
2017: 327

22

+37%

+7%

3 281.4
2017: 2 931.3

+12%

Changes to the board
of directors
Obakeng Phetwe was appointed as a
non-executive director (he was previously
an alternate for Albertinah Kekana) and
David Wilson as an alternate nonexecutive director on 1 September 2017.
Along with GT Ferreira, Jan Dreyer and
Khehla Shubane also retired on 31 March
2018 and Pat Goss followed on 10 April
2018. Together, these four directors had
combined service of more than 130 years
at RMH and its predecessor companies.
RMH would like to thank them for their
wisdom, innovation and commitment to
the group.
RMH welcomed the following new board
members, effective from 31 March 2018,
following the retirements:
• Mamongae Mahlare MBA(Harvard) BSc
(Chemical Engineering) is the managing
director of Illovo Sugar SA. Previously she
was head of alternate beverages at
Coca Cola Beverages South Africa,
held various positions at SABMiller’s
operations in Tanzania and Mozambique
and was an associate consultant at Bain
& Company;

• James Teeger BComm BAcc CA(SA)
HDip Tax, leads the investment activities
of the Oppenheimer family. He was
previously a director of De Beers and
spent 12 years at RMB, where he held
the position of co-head of structured
finance; and

The year ahead

• David Frankel, an electrical engineer
with an MBA from Harvard, is managing
partner and co-founder of Founder
Collective. He was co-founder and chief
executive of Internet Solutions and
served on the board of Dimension Data
plc. He has served on the board of RMB
since 2007.

For and on behalf of the board.

James Teeger was appointed as a
member of the audit and risk committee,
which is now chaired by Sonja de Bruyn.
Murphy Morobe is the new chairperson
of the social, ethics and transformation
committee, replacing Sonja de Bruyn,
who remains a member of the committee.
Murphy Morobe is also the new
lead independent director and
chairperson of the directors’ affairs
and governance committee.

Sandton
7 September 2018

RMH remains confident that it will
continue to create enduring value for its
shareholders over the medium to long
term, given the strength of its underlying
investments.

JJ Durand
Chairman

• Ralph Mupita MBA (UCT) BSc
(Engineering)(Honours) is the chief
financial officer and an executive
director of MTN. He is the past chief
executive of Old Mutual Emerging
Markets, covering life insurance, asset
management, general insurance,
lending and banking businesses in
Africa, Latin America and Asia;

ANNUAL INTEGRATED REPORT 2018
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CHIEF EXECUTIVE’S REVIEW
GT personifies the key characteristics of an entrepreneur: drive,
innovation, competitiveness, creativity, enthusiasm for “a deal” and the
ability to motivate high-calibre professionals. He is just as comfortable
playing the role of the charismatic, consensus-building statesman in
the boardroom. We will miss his leadership and insight.

RMH produced
satisfactory results
for the year ended
30 June 2018.

NORMALISED EARNINGS

NORMALISED EARNINGS
PER SHARE (cents)

(R million)
8 815

2018

8 166

2017

7 659

2016

7 158

2015

6 237

2014

624.4

2018

578.5

2017

542.5

2016

507.0

2015

441.7

2014

Sources of normalised earnings
FirstRand’s well-diversified income stream is drawn from the full spectrum of
banking services and is predominantly sourced from South Africa. RMH’s
normalised earnings are made up as follows:
For the year ended
30 June
HERMAN BOSMAN
Chief executive

2018

2017

FNB
RMB
WesBank
Aldermore
Other*

R million

14 877
7 327
3 626
276
305

12 801
6 918
3 996
–
756

FIRSTRAND NORMALISED EARNINGS

26 411

24 471

Attributable to RMH
RMH Property
RMH’s funding and administrative costs

8 995
16
(196)

8 334
8
(176)

RMH NORMALISED EARNINGS

8 815

8 166

% change
16
6
(9)
100
(60)
8
8
>100
11

* Other is the total of FCC including group treasury, preference dividend paid on perpetual
preference shares issued by FirstRand and the dividend on the contingent convertible
securities. It further includes capital endowment, the impact of accounting mismatches,
interest rate management and foreign currency liquidity management.
A reconciliation of the adjustments made to derive
normalised earnings is presented on page 31.

Normalised earnings have shown compound growth of 11% per annum over
the past five years.
24
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TOTAL RETURN CAGR OF 19% PER ANNUM SINCE MARCH 2011

Market performance

500

MARKET CAPITALISATION
(R billion)
400

+29%

to R107 billion

300

(2017:
R82.9 billion)
200

The share price increased by 187% since
the unbundling of RMI in 2011.
%

2018

2017

1 month
3 months
6 months
12 months
Year-to-date

5.42
(1.76)
(2.24)
35.70
(2.24)

(0.85)
11.73
3.87
13.26
0.74

100

0
Mar
2011

Sep
2011

— RMH

Mar
2012

Sep
2012

— FTSE/JSE Banks

Mar
2013

Sep
2013

Mar
2014

Sep
2014

Mar
2015

Sep
2015

Mar
2016

Sep
2016

Mar
2017

Sep
2017

Mar
2018

— FTSE/JSE All share

Intrinsic value
As at 30 June
R million

2018

2017

% change

Market value of listed interest (FirstRand)
Book value of RMH Property
Net funding

122 058
2 067
(2 267)

90 077
899
(1 945)

36
>100
17

TOTAL INTRINSIC VALUE

121 858

89 031

37

Intrinsic value per share (cents)

8 632.0

6 306.6

37

During the year to 30 June 2018, RMH’s intrinsic value increased by 37% to R121.9 billion. During the
same period, the market capitalisation increased by 29% to R107 billion. This represents a 12.1%
discount to RMH’s underlying intrinsic value.

INTRINSIC VALUE
(R billion)

INTRINSIC VALUE (R million)
121 858

2018
2017

+37%

to R121.9 billion

2016

(2017:
R89.0 billion)

2015
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2014

89 031
84 592
100 797
76 722
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It is typical for an investment holding
company to trade at a discount to its
intrinsic value. Since the unbundling of RMI
in 2011, RMH has traded at an average
discount of 3.4%. Over the past 12 months,
the average discount has been between
12% and 14%. The average discounts over
the past three and five years were 7.8%
and 5.2% respectively.
This widening discount reflects a trend
visible across other domestic and global
investment holding companies. This could
be a general and cyclical effect caused
by, inter alia, shifting perceptions of holding
company structures, realisations of intrinsic
value being impacted by weak IPO and
M&A markets and renewed market
emphasis on corporate focus.
RMH is considering how these and other
RMH-specific factors (for example relative
liquidity, market volatility and a subdued
interest in corporate action involving South
African banks) may play a role in the
widening of RMH’s discount to intrinsic value.

The relevance and value
of the RMH structure
In assessing the relevance of the RMH
structure (in the context of the intrinsic
value not fully being reflected in the share
price) the board underlined the following:

RMH’s shareholding provides a
critical anchor for FirstRand
RMH and FirstRand acknowledge that
there is a mutually beneficial relationship
which exists between the groups. In its role
as founding shareholder, RMH provides
FirstRand with the vital stability and cultural
tone required for FirstRand to prosper in the
long term. Through its representation on all
the relevant strategic and governance
forums, RMH plays a critical role in
providing both technical and strategic
guidance to FirstRand.

The structure supports long-term
benefits
Over the past three decades, the
investment holding structure has provided
the opportunity for:
• Flexibility: in the 1998 creation of
FirstRand, RMH was, via a minority
shareholding, able to infuse FNB and
WesBank with its culture and
management style;
26

• Building businesses: the stability and
strategic input to enable the building of
businesses such as OUTsurance and
Discovery, including the financial
capability to fund “emergencies and
opportunities”; and
• A vantage point: the structure provides for
a leveraged investment, and influential
vantage point vis-à-vis FirstRand.

RMH Property
RMH Property is on an early yet promising
path to build critical mass and deliver
capital growth through property

developments in South Africa and Europe.
This should enhance and diversify RMH’s value
stream emanating from FirstRand. One line of
market thinking is that RMH's property strategy
is a distraction to the portfolio's direction and
a contributor to the RMH discount to intrinsic
value. Once at the appropriate point of its
evolution, RMH Property may be positioned as
an independent investment property group.
Various alternatives exist to achieve this
outcome.
The board will continue to dynamically
assess the structural design of RMH.

Dividends
The board of RMH has declared a gross final dividend of 183 cents per share
(2017: 174.0 cents), bringing the total dividend for the year ending 30 June 2018 to
351 cents per ordinary share (2017: 327.0 cents). The dividend is covered 1.8 times
(2017: 1.8 times) by normalised earnings per share and represents a year-on-year
increase of 7%.
The board is of the opinion that RMH is adequately capitalised at this stage and that
the company will be able to meet its obligations in the foreseeable future after
payment of the final dividend.
For the year ended
30 June
cents

2018

2017

Dividend per share
– Interim
– Final

168.0
183.0

153.0
174.0

10
5

TOTAL DIVIDEND PER SHARE

351.0

327.0

7

1.8

1.7

1.8

1.8

Dividend cover (relative to headline earnings)
Dividend cover (relative to normalised
earnings)

DIVIDEND PER SHARE (cents)
351.0

2018

168.0
327.0

2017

2016

2015

2014

% change

DIVIDENDS
(cents)
For the year distributed to
shareholders increased by

153.0
295.0

+7%

142.0
276.0
122.0
227.5
100.0
J Final

J Interim

to 351 cents
(2017: 327 cents)

Outlook and future value creation
Management will focus on the following in the year ahead:

Diversify
DIVERSIFICATION OF
INCOME STREAM AND
DISTRIBUTION OF ASSETS

On a selective basis, RMH may consider investments in businesses where
partnerships with entrepreneurial and industry-disruptive management
teams can add value to RMH and its shareholders.
Investments with the following attributes will be of particular interest:
• Banking, property and related industries;
• The ability to form a partnership between the investment, RMH and
FirstRand;
• Unlisted;
• Digitally-oriented;
• The ability and possibility of RMH to add value; and
• Relevance in terms of the size of the enterprise and its shareholding.
In addition, the dedicated RMH Property team will continue to identify
opportunities for both the core and specialist partnerships.

Optimise
OPTIMISATION OF OUR
ESTABLISHED INVESTMENTS

We continuously focus on the strategic value we add to our investee
companies in order to optimise the enduring value we aim to create
for our shareholders. For example, RMH has facilitated discussions
between FirstRand and Discovery in relation to Discovery Bank and
provided technical and financial support to Atterbury Europe in the
restructuring of its shareholder base and balance sheet.
In addition, RMH will dynamically assess whether investments,
other than FirstRand, are optimally housed in RMH. In the past,
this assessment has led to the listing of Discovery, the merger
of Momentum and Metropolitan, the listing of MMI and the
unbundling of RMI.

Modernise
MODERNISATION

RMH will continue to support its investee companies in
being or becoming future-ready.

We remain confident that our strategy, in conjunction with a solid investment
portfolio, underpinned by unwavering values, will allow RMH to continue delivering
enduring value for shareholders.

Herman Bosman
Chief executive
Sandton
7 September 2018
ANNUAL INTEGRATED REPORT 2018
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KEY PERFORMANCE
INDICATORS
Capital growth
Equity
Intrinsic value per share
Discount
Net asset value per share
Price-to-book
Normalised earnings from
– FNB
– RMB
– WesBank
– Aldermore
– Rest of FirstRand
– RMH Property
– Funding and holding
company costs

R million
cents
cents
cents
times
R million
R million
R million
R million
R million
R million
R million

1. Compound annual growth rate.

28

2015

2016

2017

2018

32 220
5 434
3.3
2 282.3
2.3
6 237
3 206
1 810
959
–
350
–

35 174
7 140
6.9
2 491.6
2.7
7 158
3 872
1 959
1 096
–
313
–

38 244
5 992
6.1
2 709.1
2.1
7 659
4 183
2 141
1 342
–
117
–

41 381
6 307
7.3
2 931.3
2.0
8 166
4 360
2 356
1 361
–
257
8

46 323
8 632
12.1
3 281.4
2.3
8 815
5 067
2 495
1 235
94
104
16

R million

Earnings and dividends per share
Earnings
cents
Diluted earnings
cents
Headline earnings
cents
Diluted headline earnings
cents
Normalised earnings
cents
Ordinary dividend
cents
Dividend cover
– Headline earnings
times
– Normalised earnings
times
Market performance
Share price
– Closing
– High
– Low
Market capitalisation
Volume of shares traded

2014

cents
cents
cents
R million
millions

(88)

(82)

(124)

(176)

(196)

449.0
444.2
454.7
449.9
441.7
227.5

550.5
550.5
508.5
508.5
507.0
276.0

535.7
535.7
531.7
531.7
542.5
295.0

581.2
581.2
561.7
561.7
578.5
327.0

606.5
606.5
627.1
627.1
624.4
351

2.0
1.9

1.8
1.8

1.8
1.8

1.7
1.8

1.8
1.8

5
5
3
74

259
349
766
241
352

6
7
5
93

645
289
234
808
329

5
7
4
79

625
112
821
408
593

5
6
5
82

875
800
300
938
511

7
9
5
106

579
041
784
993
573

%
change

5-year
% CAGR1

12
37

10
18

12

10

8
16
6
(9)
100
(60)
100

12
13
11
6

11

10

4
4
12
12
8
7

11
11
11
11
12
16

29
33
9
29
12

14
15
18
14
5

3

FINANCIAL REVIEW
Overview of results
This discussion is intended as a brief explanatory addendum to the chief executive’s review and provides a summarised view of the
consolidated annual financial statements.
The annual financial statements are available
on www.rmh.co.za.

Audited summary consolidated statement of financial position
For the year ended
30 June
R million

2018

2017

Assets
Cash and cash equivalents
Loans and receivables
Investment securities
Taxation receivable
Derivative financial instruments
Deferred tax asset
Investment in associates

43
57
523
4
55
–
48 590

39
114
334
5
8
4
43 130

TOTAL ASSETS

49 272

43 634

Equity
Share capital and premium
Reserves

8 825
37 498

8 825
32 556

TOTAL EQUITY

46 323

41 381

232
2 692
–
–
25

81
2 154
6
1
11

Liabilities
Trade and other payables
Financial liabilities
Derivative financial instruments
Long-term liabilities
Deferred tax liability
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

2 949

2 253

49 272

43 634

The investment in associates increased with RMH’s share of after-tax profits of R8 812 million (2017: R8 374 million) and RMH’s share of
associates’ other reserves of R1 186 million (2017: R731 million). This was offset by dividends received of R5 082 million (2017: R4 528 million).
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Audited summary consolidated income statement
For the year ended
30 June
R million

2018

2017

% change

Revenue
Share of after-tax profit of associate companies
Fee income
Net fair value (loss)/gain on financial assets and liabilities

26
8 812
18
(45)

16
8 374
3
6

Net income
Administration expenses

8 811
(56)

8 399
(40)

5
40

Income from operations
Finance costs

8 755
(173)

8 359
(152)

5
14

Profit before tax
Income tax expense

8 582
(22)

8 207
(5)

5
>100

PROFIT FOR THE YEAR

8 560

8 202

5

4

The dominant part of RMH’s income is its share in the after-tax profits of FirstRand, amounting to R9 043 million (2017: R8 371 million). This was
identified as a key audit matter (KAM) by our auditor.
See the independent auditor’s report included in the annual financial
statements available on www.rmh.co.za, which includes a description of the
KAM as well as the steps taken to address the KAM.

Audited computation of headline earnings
For the year ended
30 June
R million

2018

2017

% change

Earnings attributable to equity holders
Adjusted for:
RMH’s share of adjustments made by FirstRand
– Gain on disposal of investment securities and other investments of a capital nature
– Loss due to the fair value adjustment of a non-current asset held for sale
– Loss/(gain) on disposal of available-for-sale assets
– Transfer to foreign currency translation reserve
– Loss on disposal of investments in non-private equity associates
– Impairment of non-private equity associates
– Gain on disposal of investments in subsidiaries
– (Gain)/loss on disposal of property and equipment
– Fair value movement on investment properties
– Impairment of goodwill
– Impairment of assets in terms of IAS 36
– Gain from a bargain purchase
– Other
– Tax effects of adjustments
– Non-controlling interests adjustments
RMH’s own adjustments
– (Profit)/loss on deemed sale of associate due to change in effective shareholding
– Impairment of assets in terms of IAS 36*
– Impairment of associate*

8 560

8 202

4

HEADLINE EARNINGS ATTRIBUTABLE TO EQUITY HOLDERS

8 851

* Refer to page 100.

30

(10)
–
31
37
–
–
(33)
(21)
(10)
4
14
(14)
(10)
–
–
(5)
61
247

(1)
32
(18)
–
2
1
(619)
5
–
41
126
–
–
9
146
1
–
–
7 927
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Computation of normalised earnings
RMH regards normalised earnings as the appropriate basis to evaluate business performance as it eliminates the impact of non-recurring
items and accounting anomalies.
For the year ended
30 June
R million

2018

2017

Headline earnings attributable to equity holders
RMH’s share of adjustments made by FirstRand
– TRS and IFRS 2 liability remeasurement
– Treasury shares
– IAS 19 adjustment
– Private equity subsidiary realisations
Adjusted for
– Group treasury shares1

8 851

7 927

NORMALISED EARNINGS ATTRIBUTABLE TO EQUITY HOLDERS

8 815

(18)
6
(37)
16

(21)
(4)
(40)
307

(3)

(3)

% change

8 166

8

1. Adjustment to reﬂect earnings impact based on actual RMH shareholding in FirstRand i.e. reﬂecting treasury shares as if they are non-controlling interests.

Audited computation of per share information
For the year ended
30 June
R million

2018

Earnings attributable to equity holders
Headline earnings attributable to equity holders
Normalised earnings attributable to equity holders
Net asset value
Number of shares in issue (millions)
Weighted average number of shares in issue (millions)
Diluted weighted average number of shares in issue (millions)
Weighted average number of shares in issue (millions) for normalised earnings
Earnings per share (cents)
Diluted earnings per share (cents)
Headline earnings per share (cents)
Diluted headline earnings per share (cents)
Normalised earnings per share (cents)
Diluted normalised earnings per share (cents)
Net asset value per share (cents)

ANNUAL INTEGRATED REPORT 2018

2017

% change

8
8
8
46

560
851
815
323

8
7
8
41

202
927
166
381

4
12
8
12

1
1
1
1

412
411
411
412

1
1
1
1

412
411
411
412

–
–
–
–

581.2
581.2
561.7
561.7
578.5
578.5
2 931.3

4
4
12
12
8
8
12

606.5
606.5
627.1
627.1
624.4
624.4
3 281.4
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Audited summary consolidated statement of cash flows
For the year ended
30 June
R million

2018

2017

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

5 201
(8)

4 404
(7)

NET CASH GENERATED FROM OPERATING ACTIVITIES

5 193

4 397

Cash flow from investing activities
Investment in associates
Additions to investments securities
Additions to derivatives

(397)
(157)
(11)

(699)
(141)
–

NET CASH USED IN INVESTMENT ACTIVITIES

(565)

(840)

Cash flow from financing activities
Preference shares issued
Borrowings withdrawn
Borrowings repaid
Interest paid
Dividends paid on preference shares in issue
Dividends paid to equity holders

372
5
–
(5)
(168)
(4 828)

–
957
(21)
(64)
(88)
(4 320)

NET CASH OUTFLOW IN FINANCING ACTIVITIES

(4 624)

(3 536)

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

4
39

21
18

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR
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Cash flow consists largely of the dividends received of R5 082 million (2017: R4 528 million), less dividends paid of R4 828 million
(2017: R4 320 million).

Audited summary statement of changes in equity

R million
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Share
capital and
premium

Equity
accounted
reserves

Available-forsale reserve

Foreign
currency
translation
reserve

Other
reserves

Retained
earnings

Total
equity
holders’
funds

Balance as at 1 July 2016
Total comprehensive income for the year
Dividends paid
Income of associates retained
Reserve movements relating to associates

8 825
–
–
–
–

26 245
(684)
–
3 722
76

–
(14)
–
–
–

–
–
–
–
–

333
–
–
–
–

2 841
8 202
(4 320)
(3 722)
(123)

38 244
7 504
(4 320)
–
(47)

BALANCE AS AT 30 JUNE 2017

8 825

29 359

(14)

–

333

2 878

41 381

Balance as at 1 July 2017
Total comprehensive income for the year
Dividends paid
Income of associates retained
Reserve movements relating to associates

8 825
–
–
–
–

29 359
263
–
3 971
832

(14)
21
–
–
–

–
94
–
–
–

333
–
–
–
–

2 878
8 560
(4 828)
(3 971)
–

41 381
8 938
(4 828)
–
832

BALANCE AS AT 30 JUNE 2018

8 825

34 425

7

94

333

2 639

46 323

Dividends
DIVIDEND DECLARED AND
PAID BY FIRSTRAND (R million)
5 082

2018

5 254
4 528

2017

4 852

2015

2014

12% and
14%

4 298

2016

Dividends declared and
paid by FirstRand to RMH
grew at an annual
compound growth rate of

4 320
3 630

respectively per annum over
the past five years.

4 014
3 019
3 326
J Paid

J Declared

DIVIDEND DECLARED AND
PAID BY RMH (R million)
4 828

2018

4 955
4 320

2017

4 616
4 178

2016

4 165
3 522

2015

2014

Ordinary dividends declared
and paid by RMH have
shown compound growth of

11% and
14%
respectively per annum over
the past five years.

3 896
2 877
3 212
J Paid

J Declared
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three
STRATEGIC ADVICE FROM GT FERREIRA,
RECALLED BY JOHAN BURGER:

“Your idea will only be successful if you
can get others to believe it’s theirs.”
JOHAN BURGER

PORTFOLIO
OVERVIEW
FirstRand
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RMH Property

50
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Financial
NORMALISED
EARNINGS

TOTAL NORMALISED
ASSETS

NORMALISED
NET ASSET VALUE

RETURN
ON EQUITY

(R billion)

(R billion)

(R billion)

(Percentage)

26.4

+8%

2017: 24.5

1 532

+26%

2017: 1 217

121.0
2017: 108.9

+11%

23.0
2017: 23.4

Social
ECONOMIC VALUE
ADDED TO SOCIETY
(R million)

124 270

+12%

2017: 110 827

ACI
EMPLOYEES

TOTAL
WORKFORCE

46 284

(percentage)

+3%

2017: 44 916

77

BBBEE

Level 1
Status

2017: 76

Operational
BANKING APP
TRANSACTION VOLUMES

FNB CLIENTS
(million)

8.15
2017: 7.8

36

WESBANK

RMB M&A
ADVISORY

Finances

Advising on
deals of

(million)

+4%

164.0
2017: 99.4

+68%

1 in 3
vehicles

R87.2
billion

FNB represents FirstRand’s activities in the
retail and commercial segments in South
Africa and the broader African continent.
It is growing its franchise strongly in both
existing and new markets on the back of
innovative financial services products and
delivery channels, particularly focusing on
electronic and digital platforms.

FIRSTRAND’S
BRANDS
AND
BUSINESSES

RMB represents the group’s activities in the
corporate and investment banking
segments in South Africa, the broader
African continent and India. The business
strategy leverages a market-leading
origination franchise to deliver an
integrated corporate and investment
banking value proposition to corporate
and institutional clients.

WesBank represents the group’s activities in
instalment credit and related services in
the retail, commercial and corporate
segments of South Africa and the rest of
Africa (where represented), and through
MotoNovo Finance in the UK. Through the
Direct Axis brand, WesBank also operates in
the unsecured lending market in South
Africa. WesBank’s leading position in its
chosen markets is due to its long-standing
alliances with leading motor
manufacturers, suppliers and dealer
groups, strong point-of-sale presence and
innovative channel origination strategies.

Aldermore is a UK specialist lender and
savings bank, which has grown significantly
on the back of a clear strategy to offer
simple financial products and solutions to
meet the needs of underserved small and
medium-sized enterprises (SMEs), as well
as homeowners, professional landlords
and savers.

Ashburton Investments is the newgeneration investment manager, bringing
together the investment expertise from
across FirstRand. Assets under
management amounted to R102 billion as
at 30 June 2018.
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STRATEGY IN ACTION

FirstRand’s strategy
and values
FirstRand is a portfolio of integrated
financial services businesses and offers
a universal set of transactional, lending,
investment and insurance products and
services. FirstRand can provide its clients
with differentiated and competitive value
propositions due to its unique and highly
flexible model of leveraging the most
appropriate brand, distribution channel
licence and operating platform available
within the portfolio.
Strategy is executed utilising disruptive
and innovative thinking, enabled by
disruptive digital and data platforms, an
owner-manager culture and the disciplined
allocation of financial resources.
FirstRand’s objective is to build long-term
franchise value and ensure sustainable,
superior returns for shareholders.
FirstRand achieves this objective through
a combination of organic growth,
acquisitions and creating additional
sources of revenue through the start-up
and development of completely
new businesses.

FirstRand’s philosophy is underpinned by its
belief in the following values and principles:

Diversify

• Respecting and empowering individuals;
• Collective and individual accountability;
• Integrity in the care for the business;
• Prudent and accurate scorekeeping;
• Ensuring that the business case always
prevails through open communication,
vigorous debate and participative
non-hierarchical decision-making;
• Being a good corporate citizen – seeing
sustainable development and
sustainable profit growth as
complementary objectives; and
• Helping to create a better world
that is socially and environmentally
viable in the long term.

FIRSTRAND
ESTABLISHING
A MORE DIVERSIFIED
AND SUSTAINABLE
UK BUSINESS
FirstRand’s stated strategy is to achieve
a more diversified revenue profile
across products, segments and
geographies. It has, over the past eight
years, focused on organically
transforming its existing business,
MotoNovo, into the UK’s second-largest
independent used vehicle financier.
The success of this business, since it was
acquired in 2006, can largely be
attributed to the introduction of
WesBank’s operating model. For some
time, however, the group considered
MotoNovo to be undiversified from a
product and market perspective and
at a long-term structural funding
disadvantage without a local deposit
raising platform.
As a solution, FirstRand, in the year
under review, acquired Aldermore
Group plc, one of the UK’s specialist
lenders. Aldermore is a lender and
savings bank, which has grown
significantly on the back of a clear
strategy to offer simple financial
products and solutions to meet the
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needs of underserved small and
medium-sized enterprises (SMEs), as well
as homeowners, professional landlords
and savers (see the graph alongside).
Aldermore was attractive to FirstRand
for its:
• Highly regarded management team;
• Owner-manager chief executive running
the business;
• UK banking licence;
• Well-structured operations;
• Deposit franchise that is easily scalable;
• Profitable business with good returns;
and
• Scope for FirstRand to add value.
Strategically, the acquisition will result in an
appropriately diversified UK business, with
an established and scalable local funding
platform. This represents a more sustainable
and less volatile business model.
FirstRand recognises that the existing
management team of Aldermore has
a deep understanding of the business
environment within which Aldermore
operates. MotoNovo, which has built
a meaningful market share in financing
second hand vehicles and is organically
building a more diversified product set,
including personal loans and insurance,
will be integrated within Aldermore to form
a separate pillar in FirstRand.
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Aldermore and MotoNovo are both
highly profitable businesses delivering
returns above FirstRand group hurdles
and FirstRand believes it can also
generate additional enduring value
for shareholders over the medium
to longer term through introducing
its successful financial resource
management methodology,
unlocking synergies between
MotoNovo and Aldermore, and,
over the longer term, potentially
building a transactional offering.

LOANS AND ADVANCES
TO CUSTOMERS (£ billion)
8.6

2017
7.5

2016
6.1

2015
4.8

2014

CAGR +51%
3.4

2013
2.1

2012
2011
2010

1.2
0.5
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CONTRIBUTION TO NORMALISED EARNINGS (%)
57%

2018

28%

14%

2017

54%

29%

17%

2016

55%

28%

17%

2015

55%

29%

16%

2014

54%

30%

16%

0%

10%

20%

30%

40%

50%
J FNB

60%

70%
J RMB

80%
J WesBank

90%

1%

100%

J Aldermore

Performance in 2018
FirstRand once again produced quality top-line growth. The group continued to
strengthen its balance sheet and protect its return profile. Normalised earnings for the year
to 30 June 2018 increased 8%, with a normalised ROE of 23.0%. The performance includes
a three-month profit contribution from UK specialist lender, Aldermore, which was acquired
effective 1 April 2018.
Net interest income (NII) increased by 10% (7% excluding Aldermore), underpinned by strong
growth in deposits of 29% (11% excluding Aldermore) and solid advances growth of 25%
(7% excluding Aldermore), offset by negative capital and deposit rate endowment following
the 25 bps cuts in the repo rate in July 2017 and March 2018. Lending margins at FNB
benefited from repricing in residential mortgages and lower funding costs. Both RMB
and WesBank’s corporate business continued to exercise discipline in origination
to preserve returns.
Non-interest revenue (NIR) increased 7% (6% excluding Aldermore) and reflects strong fee
and commission income growth of 10%, supported by higher volumes across FNB’s digital
and electronic channels and increased client numbers. Private equity realisations also
supported group NIR, albeit at lower levels than the previous year.
Insurance revenue increased 6%, benefiting from strong volume growth of 20% and 8% in
funeral and credit life policies in FNB respectively, resulting in annual premium income
increasing 35% year-on-year.
Total cost growth of 9% reflects the inclusion of Aldermore from 1 April 2018. Excluding
Aldermore, operating cost growth was slightly lower than the first half of the year, but
continues to trend above inflation due to ongoing investment in insurance and asset
management activities, platforms to extract further efficiencies and the build-out of the
group’s footprint in the rest of Africa. The cost-to-income ratio increased slightly from 51.0%
to 51.2%.
The credit loss ratio of 90 bps (excluding Aldermore) is marginally down year-on-year and
remains well below FirstRand’s through-the-cycle threshold, reflecting the origination
strategies and provisioning policies over the past two financial years. The credit impairment
charge, however, increased by 6%.
FirstRand’s franchises performed as follows:
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decision made in the previous year to
rationalise the offering by simplifying
both product and pricing options in the
consumer segments. Fee and
commission income benefitted from a
10% increase in transaction volumes. The
banking app volumes increased by 65%;

FNB increased pre-tax profits by 15%
and produced ROE of 40.7% (2017: 36.9%).
FNB South Africa produced a strong
performance, growing profits by 16%.
The turnaround of the portfolio in the rest
of Africa continued as it delivered pre-tax
profit growth of 3%.

• FNB Africa consists of a mix of mature
(Namibia, Botswana and Swaziland)
and start-up (Mozambique, Zambia,
Tanzania and Ghana) businesses.
The portfolio has shown some recovery
in the past year, but continues to be
impacted by the continued investment
in the organic build-out strategies.

• Cost growth at 7% was acceptable on
the back of continued investment in
diversification strategies and expansion
in the rest of Africa;

The performance was impacted by:
• FNB NII increased 8%. This was driven
by strong growth in advances (up 7%)
and deposits (up 9%) on the back of
the focus on client acquisition and crossselling to the existing client base;

• Whilst the overall bad debt charge
was marginally lower, non-performing
loans (NPLs) increased by 15%, well
within expectations. Overall provisioning
levels and overlays have increased; and

• NIR grew by 10%, reflecting good growth
in clients (up 4% to 8.15 million) and the

2018 Brand Finance® Banking 500 Report
Most Valuable Banking Brand in Africa
Ranked South Africa’s 3rd Most Valuable brand overall

2017
Banking Finance® Banking 500 Report
Ranked World’s 4th Most Powerful
Strongest Banking Brand in Africa
2015 – 2018
RepTrak® Pulse Reputation Survey
Most Reputable
Bank in South Africa
2016
FinTech Africa
Most Innovative Bank in Africa
2016
PriceCheck Tech & e-Commerce Awards
Best Online Financial Services Platform
2016
Lafferty Global Awards 2016
Excellence in mobile banking
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2016 and 2018
Columinate SITEisfaction® Survey
Best Internet Banking
Best Mobile Banking
Best Digital Bank
2017
Columinate SITEisfaction® Survey
Best Internet Banking
Best Banking App
2016 – 2017
SAcsi Customer Satisfaction Index
Industry Leader in
Cellphone Banking
Online Banking
Banking App
2016
BCX Summit, Chicago
Best in Customer Experience
FNB Banking App

2013 – 2017
Sunday Times Top Brands
#1 Business Bank
2017 – 2018
Global Finance World’s Best FX Providers
Best Foreign Exchange Provider
In South Africa
2015 – 2016
Telecoms.com Awards
Most Innovative
Mobile Virtual Network Operator
2016
Banker Africa Awards
Best Islamic Banking
In Southern Africa
2012 – 2018
Sunday Times Generation Next
SA’s Coolest Bank
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STRATEGY CASE STUDY

Modernise

FNB MAKING INROADS INTO
FINANCIAL INCLUSION BY
MODERNISING
FirstRand’s stated strategic intent is to broaden its financial
services offering. It plans to build a truly integrated financial
services business, underpinned by disciplined management of
financial resources and enabled by disruptive digital and data
platforms.
Expanding its services extends beyond the current client base
and has further implications in the developing world, where
many consumers are still unbanked or underbanked.

• Receive money
Easily receive money from cash deposits
at any FNB ATM with deposits, from
anyone that sends money to a cell
phone number or from any bank via
transfers;
• Pay
Pay people and accounts, such as
clothing and electricity accounts,
directly from a cell phone;

FirstRand recognises that it has a shared value contract with
society. The group has started to measure certain aspects of its
business to try and provide stakeholders with insights as to how
it utilises its balance sheet, products, platforms, technology,
people and innovative culture to deliver superior economic
value that also meets or solves broader societal needs.

• Buy

DEEPENING ACCESS THROUGH PROVISION
OF ELECTRONIC CHANNELS

• Send money

Overall, FNB now has 6.1 million active users of its eWallet
product, with an average of 3 million transactions a month.
Nearly 2 million users are regular users, demonstrating the
important gap eWallet has bridged for consumers who may
have found it as an alternative to traditional low-cost accounts
offered by banks. In the year ending 30 June 2018, R21 billion was
sent via the platform, an increase of 41% over the previous year.

• Withdraw money

There is still a gap in the market when it comes to solving the
banking needs of unbanked and underbanked consumers.
Whilst traditional bank accounts are very important for people
with debit orders and a range of other complex needs, simpler
solutions are vital for consumers who have minimal
transactional requirements.
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eWallet eXtra, a fully-mobile bank account,
was launched in March 2018, transforming
the current product from a simple money
sending facility to a fully-fledged mobile
account. With it, clients can now:

Conveniently buy airtime, data bundles,
electricity and goods at selected SPAR
stores directly from a cell phone;

Easily send money to anyone with a
valid SA cell phone number, anywhere,
anytime; and

Get cash at selected SPAR stores or at
any FNB ATM.
The account is fully-digital, can be opened
and operated from any cell phone, and
has no monthly fees.
FNB expects eWallet eXtra to further
contribute to narrowing the gap in
financial inclusion.

RMB produced a solid operational
performance. Pre-tax profits increased
6% and ROE of 25.3% was delivered.
The results entail:
• Investment banking and advisory
delivered strong growth in an
environment characterised by tough
credit markets and low economic
growth, with pre-tax profits increasing
21%. Returns were preserved through

disciplined financial resource allocation;
• Corporate and transactional banking
increased pre-tax profits 8%. It continued
to focus on leveraging its platforms
to grow product offerings locally and
in the rest of Africa;
• Market and structuring activities faced
a difficult local operating environment,
which resulted in reduced appetite
from large clients and pre-tax profits
shrinking 4%; and

• The investing activities produced
satisfactory results off a high base,
supported by realisations in the private
equity portfolio. The quality and diversity
of the Ventures and Corvest portfolios
are, however, still reflected in the
unrealised value, which has been
maintained at R3.7 billion.

The strength of RMB’s franchise is reﬂected in the number of major awards it received
during the year, including:
BANKING AWARDS
The Banker Investment Banking Awards 2018
> Most Innovative Investment Bank in Africa
(3rd year running)
The Banker Transaction Banking Awards 2018
> Most Innovative Transaction Bank from Africa
Euromoney Awards for Excellence 2018
> Best Investment Bank in South Africa
Financial Mail Ranking the Analysts 2018
> RMBMS Awards: Execution - Equities, Sales Team,
Corporate Access, Administration Efﬁciency
> Winning Analysts: Industrial Metals, Forestry &
Paper, Food Producers, Investment Strategy,
Economic Analysis International, Commodities
Global Finance Awards 2018
> Best Bank for Supply Chain Finance – Africa
> Best Trade Bank – Namibia
> Best FX Provider in South Africa (2nd year running)
> Best FX Provider in Botswana (2nd year running)
> Best Treasury and Cash Management Provider
2018 in Namibia
> Best Investment Bank – South Africa
> Best Investment Bank – Mozambique
> Best Debt Bank in Africa
> Best Bank in Africa for New Financial Technology
African Banker Awards 2018
> Equity Deal of the Year (STAR listing)
> Infrastructure Deal of the Year (Nacala Railway and
Port Corridor)
The Banker Deals of the Year 2018
> Green Finance (Cape Town Green Bond)
> Infrastructure & Project Finance (Nacala Railway
and Port Corridor)
> Restructuring (Avesoro Resources)
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GTR Best Deals 2018
> Afcons Infrastructure Limited
GTR Leaders in Trade Awards 2018
> Best Trade Finance Bank in Southern and
East Africa
DealMakers 2017
> Leading M&A Advisor by Deal Value
JSE Spire Awards 2017
> House Awards
– Best Fixed Income and Currencies House
– Best Forex House
– Best Interest Rate Derivative House

>

Team Awards
– Best Debt Origination Team
– Best Market Making Team – Cash-Settled Commodity
Derivatives
– Best Market Making Team – Forex
– Best Team – Listed Interest Rate Derivatives
– Best On-Screen Market Making Team – Forex
– Best Sales Team – Forex
– Best Sales Team – Interest Rate Derivatives
– Best Team – Inﬂation Bonds

Global Custodian 2017
> Agent Banks in Major Markets Survey
– Markets Outperformer – South Africa
> Agent Banks in Major Markets Survey
– Category Outperformer – South Africa

OTHER AWARDS
Business Arts South Africa 2018
> Increasing Access to the Arts Award for Enable Through
Dance (in partnership with Moving into Dance Mophatong)
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WesBank’s pre-tax profits declined 9% and it delivered ROE of 17.4%, reflecting a challenging year.
WesBank’s results were influenced by the following:
• Retail SA vehicle asset finance (VAF) reduced pre-tax profits by 16%, impacted by impairment levels increasing from 1.54% to 1.88% and
increased competitive activity;
• MotoNovo was affected by investment drag, risk appetite cutbacks, higher bad debts and regulatory changes, resulting in profits declining
14%. FirstRand believes that some of these pressures will be alleviated when MotoNovo is integrated into Aldermore;
• Personal loans delivered strong growth of 9%;
• Corporate and commercial loans showed strong operational performance and grew 19%;
• NPLs have increased due to a lengthening in write-off period in anticipation of the adoption of IFRS 9;
• NIR growth continues to largely track new business book growth and reflects subdued insurance revenues year-on-year;
• WesBank continues to control operational expenditure and improve efficiencies; and
• Its cost-to-income ratio has, however, increased to 42.2% (2017: 40.2%), mainly due to increased investment, particularly within the
MotoNovo portfolio.

The strength of WesBank’s customer franchises in both South Africa
and the UK is reﬂected in their industry awards.
WesBank
WesBank was awarded Top Employer Status at the 2018 Top Employers Awards.
MotoNovo
MotoNovo was awarded Finance Provider of the year and Product Innovation of the year for ﬁndandfundmycar at the UK Dealer
Power Awards.
MotoNovo has been ranked within the Top 15 “Best Mid-Sized Companies to Work for in the UK” for the past three years.
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FirstRand acquired Aldermore effective 1 April 2018. Aldermore delivered a strong interim performance, characterised by:
• Advances growth of 20% to £9 billion;
• Deposits at £7.8 billion, up 17%;
• Statutory profit before tax at £195 million;
• ROE at 13.5%;
• NII at £430 million, up 80% on prior year due to increased volumes;
• Net interest margin of 3.48%, in line with prior year;
• Cost-to-income ratio at 53.7% (46.0% excluding the impact of deal fees and accounting policy alignment); and
• Credit loss ratio of 16 bps, in line with expectations.

2018 awards
WINNER – BEST SAVING PRODUCT – ALDERMORE FIXED RATE ACCOUNTS
Online Personal Wealth Awards 2018
Aldermore has won this award for three years running for its Fixed Rate Savings Accounts, voted for by the readers of the
MoneyAm publication.

WINNER – BEST SERVICE FROM A DEVELOPMENT FINANCE PROVIDER
Business Moneyfacts Award 2018
This award recognises the quality service provided by Aldermore’s property teams, voted for by its brokers.

Ashburton Investments’ assets under management have grown 7.5% to R102 billion, driven by good flows into the fixed income range due to
the market cycle and the strong performance in this range. The institutional fixed income solutions business continues to deliver flows on the
back of winning new mandates.
Despite a tough year for the local financial markets, investment performance continues to show resilience, with the majority of funds
delivering solid performances relative to peer groups.
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Optimise
PROTECT AND
GROW BANKING
FRANCHISES

FirstRand’s return on assets has been above
2% since 2014. It is structurally higher than the
South African sector as a result of its portfolio
mix and certain strategic choices:
• The relative size of the transactional franchise;

1% Aldermore (3 months)
WesBank

14%

• The group’s relative advances mix;
• Credit underwriting and pricing anchored to
preserve return profile;
• Disciplined allocation and pricing of capital,
funding and liquidity and risk capacity;

RMB 28%

Franchise split
of normalised
earnings

57% FNB

• Market-leading private equity franchise;
• Incremental benefit of insurance and save and
invest franchises; and
• Lowest cost-to-income ratio in its peer group.

Diversify
DIVERSIFICATION
OF INCOME
STREAMS

The capability to capture a larger share
of profit from the savings, insurance and investment
products has been built. FirstRand has all the
origination capabilities and distribution networks
to grow these faster than transaction and
lending activities;
• FirstRand Life has 4 million lives covered and its
embedded value amounts to R3.5 billion; and
• Since 2014, assets under management has
grown at a compound annual growth rate
of 20%.

Investing
Insure
Save and
invest**

Other

Transact

Revenue split
by activity

59

Lend
Transact and lend = 84%

Diversify
GEOGRAPHIC
DIVERSIFICATION
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FirstRand is committed to the long-term
opportunity in the rest of Africa and follows an
organic approach, which means the strategy has
a long-term pay-off profile. The emerging and
start-up businesses impacted negatively on the
performance of FNB Africa. The mature subsidiaries
delivered an ROE of 21.7% in comparison to the
ROE of all African subsidiaries of 12%.
FirstRand is focusing on leveraging its current
operation in the UK to generate new revenue
streams and create building blocks for a more
sustainable developed market business. This,
however, requires a long-term sustainable funding
model.

UK (incl. Aldermore – 3 months)

Rest of
Africa

5%
8%

Geographic
PBT mix
84%
South Africa and other

Management of
financial resources
The management of financial resources is
executed through Group Treasury and is
independent of the operating businesses.
This ensures the required level of discipline
is applied in the allocation and pricing of
financial resources. This also ensures that
Group Treasury’s mandate is aligned with
the portfolio’s growth, return and volatility
targets to deliver shareholder value. The
group continues to monitor and
proactively manage a fast-changing
regulatory environment and ongoing
macroeconomic challenges.
The group adopts a disciplined approach
to the management of its foreign currency
balance sheet. The framework for the
management of external debt considers
sources of sovereign risk and foreign
currency funding capacity, as well as the
macroeconomic vulnerabilities of South
Africa. The group employs a self-imposed
structural borrowing limit and a liquidity risk
limit more onerous than required in terms
of regulations.

organic growth plans, corporate
transactions and stress-testing scenario
outcomes. In addition, the group considers
external issues that could impact capital
levels, which include regulatory,
accounting and tax changes, and
macroeconomic conditions and outlook.

Liquidity position
FirstRand exceeds the 90% (2017: 80%)
minimum liquidity coverage ratio
(LCR) requirement set out by the Basel
Committee for Banking Supervision (BCBS)
with its LCR at 115% (2017: 97%). At
30 June 2018, the group’s average
available high-quality liquid assets
(HQLA) sources of liquidity per the
LCR amounted to R203 billion.
The net stable funding ratio (NSFR)
came into effect on 1 January 2018 with
a regulatory requirement of 100%. At
30 June 2018, FirstRand’s NSFR was 104%.

Whilst the acquisition of Aldermore resulted
in a reduction in the group’s common
equity tier 1 (CET1) ratio, the capitalisation
of the underlying regulated entities did not
change materially and the standalone
capitalisation of all regulated entities
remained strong. Post the Aldermore
acquisition, the group has continued
to operate well above its stated
capital targets.
Capital planning is undertaken on a
three-year forward-looking basis, and the
level and composition of capital is
determined considering the businesses’

In the rest of Africa, there are signs that
economic activity in most of the other
sub-Saharan African countries that
FirstRand operates in are picking up. The
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In the UK, uncertainty over the outcome
of Brexit continues to dominate the
macroeconomic outlook and will continue
to weigh on business and consumer
confidence, which in turn will suppress
investment spending to a certain degree.
These ongoing headwinds were all
anticipated when FirstRand acquired
Aldermore and the group expects the
growth trajectory to slow relative to the
previous year, owing to margin pressure
and normalisation of credit costs.
The group expects to continue to deliver
real growth in earnings and superior
returns to shareholders.
For a comprehensive, in-depth
review of FirstRand’s performance,
RMH shareholders are referred to
www.firstrand.co.za.

Outlook
In the medium to longer term, given the
market-leading positions of its businesses
in South Africa and the growth strategies
it is executing on, FirstRand considers itself
strategically well-positioned to benefit from
renewed system growth. FNB’s momentum
is expected to continue on the back of
client and volume growth, and cross-sell
and up-sell strategies will deliver higher
insurance revenues and good deposit and
advances growth. RMB’s private equity
realisations are expected to be materially
lower in the current year compared to the
previous financial year.

Capital

Nigerian economy is experiencing an oil
price-induced lift and growth rates in
Namibia and Botswana are also improving.
The group expects its portfolio to continue
to show an improved performance.
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FIRSTRAND RISK PROFILE

GROWTH AND RETURNS

The following table provides a high-level overview of FirstRand’s risk proﬁle in relation to its quantitative return and risk appetite measures.

YEAR ENDED
30 JUNE 2018

RETURN AND RISK
APPETITE
QUANTITATIVE
MEASURES

Normalised ROE

Normalised ROE

23.0%

Long-term target

2017: 23.4%

18% – 22%

Normalised
earnings growth

Normalised
earnings growth

+8%
2017: +7%

Long-term target
Nominal GDP
plus >0% – 3%

Capital adequacy

Capital adequacy

14.7%

Target >14%

SOLVENCY

2017: 17.1%
Tier 1

Tier 1

12.1%

Target >12%

2017: 14.9%
CET1

CET1

11.5%

Target 10% – 11%

2017: 14.3%
Leverage

Leverage

7.1%

Target >5%

2017: 8.6%

2018 IN REVIEW

The quality of the group’s operating businesses’ growth strategies
and disciplined allocation of ﬁnancial resources has over time enabled
the group to deliver on its earnings growth and return targets.

The group’s CET1 position was impacted by the acquisition of
Aldermore in April 2018, which resulted in a reduction in the CET1
ratio of 240 bps. The decrease in the CET1 position relates mainly to
the payment of goodwill and identiﬁed intangible assets, as well as the
consolidation of Aldermore RWA. Post the acquisition of Aldermore,
FirstRand operated above its stated capital targets. The group
continues to actively manage its stated capital composition given the
grandfathering and redemption of old-style Tier 2 instruments. During
the year under review, the group issued R2.75 billion Basel IIIcompliant Tier 2 instruments in the domestic market, as well as
$500 million in the international market. This resulted in a more
efﬁcient composition which is closely aligned with the group’s
internal targets.
The Basel III leverage ratio is a supplementary measure to the riskbased capital ratio and greater emphasis has been placed on
monitoring the interplay between capital and leverage. FirstRand has
maintained a leverage ratio above its internal targets.

LIQUIDITY

Note: Capital and leverage ratios include unappropriated proﬁts.

LCR

LCR

115%

Minimum regulatory
requirement: 90%
(2017: 80%)

2017: 97%

NSFR

NSFR

112%

Minimum regulatory
requirement: 100%

2017: n/a
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FirstRand continued to actively manage liquidity buffers through high
quality, highly liquid assets that are available as protection against
unexpected events or market disruptions. The group exceeded the 90%
minimum LCR with an average LCR of 115% over the quarter ended
30 June 2018. At 30 June 2018, the group’s average available HQLA
holdings amounted to R203 billion.
The NSFR became effective on 1 January 2018 with a minimum
regulatory requirement of 100%. The group exceeded the 100% minimum
requirement with an NSFR of 112% at 30 June 2018.

YEAR ENDED
30 JUNE 2018

RISK TYPE
Credit risk

Normalised NPLs

2.36%
2017: 2.41%
Normalised credit loss ratio

2018 IN REVIEW
The group’s credit loss ratio of 84 bps (90 bps excluding Aldermore)
was down year-on-year and remains well below the group’s throughthe-cycle threshold, reflecting the positive impact of the group’s
origination strategies and provisioning policies over the past two
financial years and the acquisition of Aldermore.

84 bps
90 bps

(excluding Aldermore)
2017: 91 bps
Long-run average
(excluding Aldermore)

EXPOSURES PER RISK TYPE

100 – 110 bps
Market risk

10-day expected tail loss

R464 million

The foreign exchange asset class represents the most significant
traded market risk exposure as at 30 June 2018. The group’s market
risk profile remained within risk appetite.

2017: R350 million
Equity investment risk

Equity investment risk
carrying value as % of Tier 1

11.7%

The year was characterised by some realisations and new investments
added to the private equity portfolio. The quality of the investment
portfolio remains acceptable and within risk appetite.

2017: 10.1%
Interest rate risk in
the banking book

Net interest income
sensitivity

Down 200 bps

-R3.4 billion
2017: -R2.1 billion

Up 200 bps

R3.1 billion
2017: R1.4 billion
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Assuming no change in the balance sheet nor any management action
in response to interest rate movements, an instantaneous, sustained
parallel 200 bps decrease in interest rates would result in a reduction
in projected 12-month NII of R3.4 billion. A similar increase in interest
rates would result in an increase in projected 12-month NII of
R3.1 billion. The group’s average endowment book was R223 billion
for the year.
The year-on-year increase in NII sensitivity was largely driven by the
inclusion of Aldermore and the transitioning of RMB’s investment
banking advances from fair value to amortised cost in preparation for
IFRS 9.
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RMH
PROPERTY

As part of its diversification strategy, RMH identified the property industry as one where
value can be unlocked by partnering with specialist property entrepreneurs. In August
2017, RMH appointed a dedicated specialist team to execute the RMH property
strategy.
The principal objectives of RMH’s property strategy are to:

DIVERSIFY RMH’s
earnings base beyond
banking, across the
breadth of the property
value chain;

PARTNER with
entrepreneurs in line with
RMH’s investment ethos,
track record and expertise;

Neither dilute RMH’s
FirstRand focus nor reduce
FLEXIBILITY of RMH’s
capital structure; and

ENHANCE RMH’s total

RETAIN a dedicated

return with a focus on
net asset value growth,
whilst balancing yield;

specialist team
that independently
identifies and manages
property assets;

CREATE portfolios that
can be listed or monetised
separately.

RMH Property currently holds the following investments:
CORE PORTFOLIO

SATELLITE PORTFOLIO

Atterbury

Propertuity

Genesis Properties

Office, retail and
industrial property

Retail and office property

Urban renewal
business

Mezzanine debt and equity
funding business

27.5

43.9

49.9

40.0

% HELD

DATE
ACQUIRED
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Atterbury Europe

July
2016

February
2018

November
2016

December
2016

Atterbury is RMH Property’s core African and European property partner. Atterbury targets
traditional areas of African property (principally retail, office and industrial property in South Africa,
Namibia and Mauritius) and European property (principally retail and office property in Cyprus,
Romania and Serbia).
Satellite partnerships include partnerships with best-of-breed specialist developers on a portfolio
and asset-specific basis in key niches of the property market. These partnerships are aimed at
achieving higher yields and faster net asset value growth than the more traditional core portfolio.

Intrinsic values
As at 30 June
R million

2018

2017

% change

Core portfolio
Satellite portfolio
Holding company net assets

2 192
23
(148)

610
289
–

>100%
(>100%)
100%

RMH PROPERTY INTRINSIC VALUE

2 067

899

>100%

Performance for the year
RMH Property’s normalised earnings is made up as follows:
For the year ended
30 June
R million

2018

Core portfolio
Satellite portfolio
RMH Property

152
(124)
(12)

(1)
9
–

>100%
(>100%)
(>100%)

16

8

>100%

RMH PROPERTY NORMALISED EARNINGS

2017

% change

A strong performance from the core portfolio more than offset the satellite portfolio’s extremely
disappointing results, both in terms of earnings and intrinsic value. The core partnership (Atterbury)
performed well; particularly in terms of intrinsic value growth, RMH Property’s primary performance
metric. The increase in the core portfolio’s intrinsic value from R610 million to R2 192 million is
primarily as a result of a strong performance by the underlying businesses.
Atterbury Property Holdings continued to deliver robust intrinsic value and earnings growth in
South Africa, Namibia and Mauritius, driven by expansion of the development pipeline, efficient
management of high-quality yielding assets and prudent capital management.
Atterbury was founded in 1994 by Louis van der Watt and Francois van Niekerk. Atterbury believes
that development is a catalyst for economic and societal growth and improvement. Hallmarks of
Atterbury developments are creative environments, featuring elegant architecture as well as
safety and accessibility.
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In the 24 years of its existence, Atterbury has developed more than 2 million m² of commercial, retail and residential properties. A record
number of eight shopping centres were completed in 2014 alone, with a total of 20 opened to date.
Atterbury Asset Management currently manages approximately 1.4 million m² of gross lettable area in South Africa, Mauritius, Ghana,
Namibia and Europe.
Atterbury has established itself as a leading developer in South Africa.

ATTERBURY SA TRACK RECORD
2017
Property Investments (API) Award:
Kumasi City Mall wins the Best Retail
Development Award

Annual Retail Design and Development
Awards (RDDA) top shopping centre
developed outside South Africa:
Achimota Retail Centre in Accra, Ghana

SAPOA Newtown Junction – Overall
winner and winner of Mixed-Use
Development and Overall Transformation
categories

SAPOA Awards:
Mall of Africa wins overall Retail
Excellence Award and Amrod wins
Best Industrial

Annual Retail Design and Development
Awards (RDDA) Golden Footprint award
for Sales, Promotions and Events:
Westwood Mall in Durban

SAPOA West Hills Mall wins International
Development category

Development Mall of Africa
– Honoree in the 2017 ICSC VIVA
(Vision Innovation Value Achievement)
Design/Development Awards

SAPOA: Hilti HQ wins Industrial
Development category

2016
Annual Retail Design and Development
Awards (RDDA) Spectrum award:
Mall of Africa at Waterfall
Annual Retail Design and Development
Awards (RDDA) new regional and
super-regional shopping centres
above 20 000m2:
Mall of Africa at Waterfall

The satellite portfolio underperformed
due to a full impairment of the equity
investment in Propertuity, partly offset by
strong performance from Genesis
Properties.
Propertuity has materially underperformed
against expectations due to various factors
including: overly optimistic asset selection
and unrealistic valuation expectations,
limited management capacity, excessive
gearing and operational challenges.
RMH, with the assistance of expert advisors,
performed extensive valuation and due
diligence work on the Propertuity
investment proposition and, in hindsight,
underestimated the operational
complexity of expanding the business.
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2015
Annual Retail Design and Development
Awards (RDDA) Spectrum award:
Waterfall Corner at Waterfall
Annual Retail Design and Development
Awards (RDDA) new regional and
super-regional shopping centres
under 20 000m2:
Waterfall Corner at Waterfall

SAPOA Westcon wins Industrial
Development category with Covidien
shortlisted
2006 – 2011
The Investment Property Databank (IPD)
asset management award for best
commercial and overall performer for four
years (2008 – 2011)
Construction World: Best project ten-year
award for Bagatelle Mall of Mauritius
(2011)
Largest Property Developer, as voted by
Financial Mail (2006 – 2009)
SAPOA Best Social Development Project
(2007)

The Propertuity shareholders have taken
significant measures to reduce losses,
including changes to strategy and
management, a rationalisation of the
portfolio and the introduction of seasoned
property developers and managers. This
asset is not expected to materially impact
RMH Property’s future earnings and has
been impaired with adequate provisions
recognised for related contingencies.
RMH Property’s second satellite
partnership, Genesis Properties, continued
to deliver robust intrinsic value growth
ahead of expectations, driven by quality
additions to the portfolio, strong tenancy,
reductions in gearing and effective asset
management. Genesis Properties is
expected to continue growing its portfolio

of high-quality assets in the medium term,
whilst maintaining robust value growth.

Outlook
RMH Property’s dedicated team will
continue its measured approach of
evaluating further property transactions
and remaining active in pursuing its
strategy to create a diversified portfolio of
superior and scalable entrepreneur-led
businesses with proven track records in
managing and building out property
portfolios, with a focus on further
international investments.

STRATEGY CASE STUDY

Optimise

ASSISTING ATTERBURY EUROPE IN OPTIMISING THEIR OPPORTUNITIES
Atterbury Europe was founded in 2014. The platform’s success is clearly evident two and a half years later in
its combined holding of shares in real estate companies worth more than Euro 400 million. The assets are
spread over three countries – Serbia, Cyprus and Romania – and consist mainly of dominant shopping
centres in prominent locations.
Growth in value is promoted through the continuing expansion of the development pipeline in both Serbia
and Romania. In Romania, Atterbury Europe partnered with the Iulius group, a local developer with a good
track record, who is the market leader in four of the most important academic cities. Over the past two
decades, Iulius has lived up to its visionary reputation, introducing radical changes in the Romanian
real-estate market, developing the country’s first ever mixed-use urban project and the first mall outside of
Bucharest.
Iulius has always been dedicated to building landmark regional projects for the sustainable development
of the communities. The agreement with Atterbury Europe plays an important role in accelerating this
strategy. The partnership combines Iulius’ know-how and dominant position in the Romanian market, with
the financial power and experience in property management of a prestigious international group in
Atterbury Europe. The partnership will allow both parties to make faster and best use of the opportunities
offered by the Romanian market, which is currently undergoing accelerated growth.
Both companies share the same business vision, a similar organisational culture and, above all, the same
mission: To create landmark projects and to add value to the cities in which they operate. Under the
guidance of their founders, Iulian Dascalu and Louis van der Watt, the entrepreneurial spirit of innovation of
these two partner companies will prosper.
There are very distinct similarities between Atterbury Europe and FirstRand:
Atterbury Europe

FirstRand

Entrepreneurial culture

9

9

Owner-manager

9

9

Geographic diversification

9

9

Local partnerships

9

9

These similarities translate into RMH’s optimising contribution to its underlying investments:
Atterbury Europe

FirstRand

Significant shareholder

9

9

Strategic influence through representation in governance
structure

9

9

Growth capital

9

x

Following RMH Property’s direct investment in Atterbury Europe in February 2018, Atterbury Europe delivered
substantial value growth by restructuring its balance sheet, growing its development pipeline and efficient
management of market-leading, yielding assets. The restructuring of the balance sheet was facilitated by
RMH Property, demonstrating the value of an influential shareholder with financial stability and the value it
can unlock.
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“A trait that is difficult to miss in GT is his modesty relative to his social status. For
anyone meeting him for the first time, it is impossible to tell he is part of the elite. He is
incredibly easy to get along with. After a few encounters of first meeting him, it felt like I
had known him for a long time. He did not have the demeanour of an important
individual: he was bereft of the behavioural characteristic of a CEO of a listed company.
In exercising leadership he could be firm yet not over-bearing. He always created an
environment in meetings which made everyone feel welcome and appreciated. An
enduring take away from him is integrity. He acted with and instilled it into the work
environment. Again he did this very gently and made it appear as an integral part of work.
He had an extra sense for identifying talented people for employment. A critical part of
the success of the group was the many intellectually talented individuals who were
employed by the company. Once they were in place, he backed them to the hilt.
His business acumen is evident but he was lucky too. What else is
the explanation for the diligence as well as ethical and moral rectitude
of the business partners he started the business off with?”
KHEHLA SHUBANE
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CORPORATE
GOVERNANCE REPORT
RMH is committed to the highest standards of ethics and
corporate governance.
Statement of compliance
In upholding its enduring values of the highest levels of business
ethics and personal integrity, RMH has to comply with various
legislation, regulations, standards and codes. The most important
thereof are the Companies Act and the JSE Listings Requirements.
During 2018, RMH complied in all material respects with all
applicable legislation, regulations, standards and codes. RMH also
engaged the services of a compliance officer.
The Companies Act places certain duties on directors and
determines that they should apply the necessary care and skill in
fulfilling their duties. To ensure that this is achieved, the board
applies best practice principles, as contained in the King IV Report
on Corporate Governance (King IV), where appropriate.

COMPOSITION OF THE BOARD
Executive

Independent
non-executive

(7)

(6)

DIRECTORS
(1)

0–3

4 – 10

>10

(4)

(7)

(3)

LENGTH OF
SERVICE
years

KING IV
Section 3.84 of the JSE Listings Requirements has the effect of making
certain King IV practices mandatory and requires disclosure of the
extent to which the entity adheres to such practices in the entity’s
annual integrated report. These requirements are dealt with below.
For the full King IV compliance report, stakeholders are referred to
RMH’s website.

Non-executive

ACI

White

(6)

(8)

TRANSFORMATION

The detailed King IV report is available on
www.rmh.co.za.

King IV recommended
practices
Principle 7 paragraph 8
The governing body
should comprise a
majority of nonexecutive directors, most
of whom should be
independent.
RMH believes that all
board members are
suitably qualified and
that the composition of
the board is in the best
interests of all
stakeholders, without
prejudice to them.
56

Female

Male

(3)

(11)

RMH’s response
Six of the 14 non-executive directors
are independent. The independence
of directors who have served for
longer than nine years is considered
on an annual basis. The
independence of all directors is
considered on a holistic basis.
Although 54% of non-executive
directors are non-independent, this is
considered acceptable in light of
the low number of executive
directors and the composition of the
shareholder base (54% of issued
share capital owned by directors
and shareholders with an interest of
5% or more).

GENDER

ACI
FEMALE
(3)

BOARD ACCOUNTABILITY AND DELEGATION

THE COMPANY SECRETARY

The board is ultimately accountable for the governance of RMH.
The board has constituted the following sub-committees and has
prepared detailed charters to assist the board with discharging
its responsibilities:
• Audit and risk committee;

The company secretary is also the secretary of the various
sub-committees. The company secretary, currently Ms EJ Marais, is
required to provide the directors, collectively and individually, with
guidance on their duties, responsibilities and powers.

• Directors’ affairs and governance committee. This committee
is also responsible for certain remuneration-related matters due
to the operating model of RMH;
• Nominations committee;
• Investment committee; and
• Social, ethics and transformation committee.
The board has implemented a detailed delegation of authority,
which assists management with executing the board-approved
strategy.
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The company secretary is required to ensure that minutes of all
shareholders’ meetings, directors’ meetings and the meetings of
any committees of the board are properly recorded and that all
required returns are lodged in accordance with the requirements
of the Companies Act.
In compliance with section 3.84(j) of the JSE Listings Requirements,
the board has considered and has satisfied itself that the company
secretary is competent, appropriately qualified and experienced to
fulfil her role as company secretary of the group. Furthermore, the
board is satisfied that the company secretary maintains an arm’s
length relationship with the board of directors. The company
secretary is not a director of the company.
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Attendance and board committee membership
Attendance at the board and committee meetings was as follows:

Directors

Board

Audit and
risk committee

Directors’ affairs
and governance
committee

Investment
committee

Nominations
committee

Social, ethics and
transformation
committee

NON-EXECUTIVE
GT Ferreira (chairman)
3 of 3

C 3 of 3

1 of 1

3 of 3 and
C 1 of 1

4 of 4

C 1 of 1

1 of 1

JP Burger

4 of 4

4 of 4

4 of 4

P Cooper

4 of 4

4 of 4

4 of 4

(retired 31 March 2018)

JJ Durand
(appointed chairman 31 March 2018)

C 3 of 3

LL Dippenaar

4 of 4

4 of 4

4 of 4

PK Harris

4 of 4

4 of 4

4 of 4

Ms A Kekana

4 of 4

4 of 4

4 of 4

2 of 4

2 of 4

2 of 4

1 of 1

O Phetwe
(appointed 1 September 2017)

INDEPENDENT NON-EXECUTIVE
Ms SEN De Bruyn

3 of 4

2 of 2

3 of 4

3 of 4

1 of 1

C 2 of 2

3 of 3

C 2 of 2

3 of 3

3 of 3

1 of 1

2 of 2

C 3 of 3

3 of 3

C 1 of 1

4 of 4

4 of 4

JW Dreyer
(retired 31 March 2018)

PM Goss
(retired 10 April 2018)

3 of 3

P Lagerström

4 of 4

2 of 2

2 of 2

Ms MM Mahlare
(appointed 31 March 2018)

1 of 1

1 of 1

1 of 1

MM Morobe

4 of 4

4 of 4

4 of 4

1 of 1

1 of 1

1 of 1

1 of 1

1 of 1

1 of 1

3 of 3

3 of 3

3 of 3

RT Mupita
(appointed 31 March 2018)

JA Teeger
(appointed 31 March 2018)

KC Shubane
(retired 31 March 2018)

EXECUTIVE
HL Bosman
(chief executive and
financial director)

4 of 4
See the committee’s
report on page

C = Chairperson

4 of 4
66

68

72

Only those meetings which were held whilst the individual was a director of RMH are considered.

ANNUAL GENERAL MEETING
Ten directors attended the annual general meeting of shareholders, which was held on 22 November 2017.
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73

75
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JAN JONATHAN
(JANNIE)
DURAND

HERMANUS
LAMBERTUS
(HERMAN)
BOSMAN

Nonexecutive
chairman

NON-EXECUTIVE CHAIRMAN

DIRECTORS

Chief
executive and
financial
director

EXECUTIVE

SONJA
EMILIA
NCUMISA
(SONJA)
DE BRUYN

MAFISON MURPHY
(MURPHY))
MOROBE
Lead
independent
ent
tive
non-executive
director

JOHAN
PETRUS
(JOHAN)
BURGER

60

PETER
COOPER

RMH’s board epitomises its ethical values. The members
are highly skilled and vastly experienced, enabling them
to oversee enduring value creation.

PER-ERIK
K (PER)
(
LAGERSTRÖM
TRÖM

MATSOTSO
MAMONGAE
(MAMONGAE)
MAHLARE

RALPH TENDAI
NDAI
(RALPH)
MUPITA

JAMES
ANDREW
(JAMES)
TEEGER

INDEPENDENT NON-EXECUTIVES

LAURITZ
LANSER
((LAURIE)
DIPPENAAR
DIPP

PAUL
KENNETH
H
(PAUL)
HARRIS

ALBERT
ALBERTINAH
KEKANA
KE

OBAKENG
PHETWE

NON-EXECUTIVES

DAVID ANDREW
NDREW
(DAVID) FRANKEL

FRANCOIS (FAFFA)
KNOETZE

DAVID RONALD
(DAVID) WILSON

ALTERNATE NON-EXECUTIVES
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JAN JONATHAN
(JANNIE)
DURAND 51

HERMANUS
LAMBERTUS
(HERMAN)
BOSMAN 49

MAFISON
MURPHY
(MURPHY)
MOROBE 61

SONJA EMILIA
NCUMISA
(SONJA) DE
BRUYN 46

BAcc (Hons) MPhil
(Oxford) CA(SA)

BCom (Law) LLB LLM,
CFA

Diploma in Project
Management, MCEF
(Princeton)

LLB (Hons) LSE MA
(McGill) SFA (UK)
Executive Leadership
Programme (Harvard)

BSc (Accounting) MSc
(Economics) (London
School of Economics)

NON-EXECUTIVE
CHAIRMAN

CHIEF EXECUTIVE AND
FINANCIAL DIRECTOR

APPOINTED
17 September 2012

APPOINTED
2 April 2014

LEAD INDEPENDENT
NON-EXECUTIVE
DIRECTOR

INDEPENDENT
NON-EXECUTIVE
DIRECTOR

INDEPENDENT
NON-EXECUTIVE
DIRECTOR

Jannie studied at the
University of Stellenbosch
and, after obtaining his
BAcc degree in 1989
and BAcc (Hons) degree
in 1990, he obtained his
MPhil (Management
Studies) degree from
Oxford in 1992. He
qualified as a chartered
accountant in 1995.

Herman was with RMB
for 12 years and headed
up its corporate finance
practice between 2000
and 2006. He returned to
the group in 2014 after
serving as chief
executive of Deutsche
Bank South Africa from
2006 to 2013.

APPOINTED
1 August 2014

APPOINTED
15 February 2008

APPOINTED
30 June 2014

After finishing a
seven-year stint as chief
executive of Kagiso
Media Limited, Murphy
assumed the role of
chairman and national
director of the
Programme to Improve
Learner Outcomes
(PILO) in 2013. PILO is
currently a lead service
provider to the National
Education Collaboration
Trust. A committed social
and development
activist, Murphy has,
since his release from
Robben Island in 1982,
continued to involve
himself with various
social causes, mainly
relating to youth
development,
environment and
conservation.

Sonja is a principal
partner of Identity
Partners, an investment
firm which holds equity
investments, carries out
advisory work and
facilitates finance for
SMEs by the Identity
Development Fund.
Sonja’s areas of study
included law, business
and economics.

Per is the co-founder of
the SQN-WAY group,
specialists in big data
solutions for human
capital. He was
previously a partner at
McKinsey & Company,
where he headed up
the Financial Services
Sector and the
Organisation Practice.

He joined the
Rembrandt Group in
1996. He became
financial director of
VenFin Limited in 2000
and chief executive in
May 2006. Jannie was
appointed as chief
investment officer of
Remgro Limited in
November 2009 and
chief executive from
7 May 2012.
OTHER LISTED
DIRECTORSHIPS
• Distell Group Limited;
• FirstRand Limited;
• Mediclinic
International Limited;
• RCL Foods Limited;
• Rand Merchant
Investment Holdings
Limited; and
• Remgro Limited.
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OTHER LISTED
DIRECTORSHIPS
• Discovery Limited;
• FirstRand Limited;
• Hastings Group
Holdings plc; and
• Rand Merchant
Investment Holdings
Limited (chief
executive and
financial director).

OTHER LISTED
DIRECTORSHIPS
• Rand Merchant
Investment Holdings
Limited; and
• Remgro Limited.

She was previously
executive director of
WDB Investment
Holdings from 2002-2007,
where she led several
large BBBEE acquisitions
including Bidvest,
FirstRand, Discovery and
Anglo-Coal Inyosi. She
started her career in
investment banking at
Deutsche Bank in 1997,
working in their
Johannesburg, London
and Tokyo offices over
seven years.
OTHER LISTED
DIRECTORSHIPS
• Discovery Limited;
• Rand Merchant
Investment Holdings
Limited; and
• Remgro Limited
(chairperson).

PER-ERIK (PER)
LAGERSTRÖM 54

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.

MATSOTSO
MAMONGAE
(MAMONGAE)
MAHLARE 43

RALPH TENDAI
(RALPH)
MUPITA 46

JAMES
ANDREW
(JAMES)
TEEGER 50

JOHAN
PETRUS
(JOHAN)
BURGER 59

BSc (Chemical
Engineering) MBA
(Harvard)

BSc Eng (Hons) MBA
GMP (Harvard Business
School)

BComm BAcc CA(SA)
HDip Tax

BCom (Hons) CA(SA)

BCom (Hons) CA(SA)
HDip Tax

INDEPENDENT
NON-EXECUTIVE
DIRECTOR

INDEPENDENT
NON-EXECUTIVE
DIRECTOR

INDEPENDENT
NON-EXECUTIVE
DIRECTOR

NON-EXECUTIVE
DIRECTOR

NON-EXECUTIVE
DIRECTOR

APPOINTED;
31 March 2018

APPOINTED
31 March 2018

APPOINTED
31 March 2018

APPOINTED
30 June 2014

APPOINTED
11 September 2014

Mamongae is currently
the managing director
of Illovo Sugar South
Africa. Her previous
experience includes
general management,
commercial and
operational experience
from roles at SABMiller,
Bain & Company,
Unilever and Coca Cola
Beverages Africa.

Ralph is MTN Group’s
chief financial officer.
Prior to joining MTN in
April 2017, Ralph was the
chief executive of Old
Mutual Emerging
Markets. He has
extensive experience in
the financial services,
building and operating
life, asset management,
short-term insurance and
banking businesses in
emerging markets. His
vast market experience
covers Africa, Latin
America and Asia as
operating regions. Ralph
also has mergers and
acquisitions experience
in emerging markets.
He was involved in
construction and
engineering projects in
South Africa before
joining Old Mutual in
2000.

James serves as a
director of E
Oppenheimer & Son
Proprietary Limited and
leads the investment
activities of the
Oppenheimer family.
James previously served
as a director of De Beers
Société Anonyme. He
spent 12 years at RMB,
where he held the
position of co-head of
structured finance.

Johan joined RMB in 1986,
where he performed a
number of roles before
being appointed as
financial director in 1995.
Following the formation of
FirstRand Limited in 1998,
he was appointed
financial director of the
FirstRand banking group
and in 2002 became
chief financial officer of
the FirstRand group. In
addition to this role,
Johan was also
appointed as group chief
operating officer in 2009
and deputy chief
executive in October
2013. He was promoted
to chief executive in
October 2016 and held
this role until March 2018.

Peter graduated from
the University of Cape
Town. After qualifying as
a chartered accountant
in 1981, he worked in the
financial services sector,
first as a tax consultant
and later specialising in
structured finance. Peter
joined the RMB special
projects division in 1992
and transferred to RMH in
1997. He is the immediate
past chief executive of
RMH as well as of its sister
company, RMI.

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.

OTHER LISTED
DIRECTORSHIPS
• FirstRand Limited; and
• Rand Merchant
Investment Holdings
Limited.

OTHER LISTED
DIRECTORSHIPS
• MTN Group Limited;
and
• Rand Merchant
Investment Holdings
Limited.

PETER
COOPER 62

OTHER LISTED
DIRECTORSHIPS
• Imperial Holdings
Limited;
• MMI Holdings Limited;
and
• Rand Merchant
Investment Holdings
Limited.
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LAURITZ LANSER
(LAURIE)
DIPPENAAR 69

PAUL KENNETH
(PAUL) HARRIS 68

ALBERTINAH
KEKANA 45

OBAKENG
PHETWE 40

MCom CA(SA)

MCom

BCom (Hons) CA(SA)
PGDA AMP (Harvard)

BCom (Hons) CA(SA)

NON-EXECUTIVE
DIRECTOR

NON-EXECUTIVE
DIRECTOR

NON-EXECUTIVE
DIRECTOR

NON-EXECUTIVE
DIRECTOR

APPOINTED
12 November 1987

APPOINTED
12 November 1987

APPOINTED
6 February 2013

APPOINTED
1 September 2017

Laurie is one of the
co-founders of RCI and
FirstRand. He became
an executive director of
RMB in 1985 and
managing director of
RMB in 1988, a position
he held until 1992, when
RMH acquired a
controlling interest in
Momentum. He served
as executive chairman
of Momentum from 1992
until the formation of
FirstRand in 1998. He was
appointed as the first
chief executive of
FirstRand and held this
position until the end of
2005, when he assumed
a non-executive role. He
served as chairman of
FirstRand from 2008 until
31 March 2018. He is the
non-executive chairman
of OUTsurance.

Paul is one of the
co-founders of RCI and
FirstRand. He became
an executive director of
RMB in 1985 when the
two companies merged
and chief executive in
1992. He spent four years
in Australia, where he
founded Australian Gilt
Securities (later
becoming RMB
Australia) and returned
to South Africa in 1991.
Subsequent to the
formation of FirstRand,
he was appointed as
chief executive of
FirstRand Bank Holdings
in 1998, a position he
held until December
2005, when he was
appointed as chief
executive of FirstRand.
He retired from his
executive position at the
end of December 2009
and remained on the
board of FirstRand until
April 2018.

Albertinah Kekana is the
chief executive of Royal
Bafokeng Holdings
Proprietary Limited. She
has extensive asset
management,
investment banking and
business leadership
experience. Ms Kekana
was previously the chief
operating officer of the
Public Investment
Corporation. She was
also a director of
Corporate Finance at
UBS AG and served as
an executive in
corporate finance in the
London office of NM
Rothschild & Sons
Limited. Ms Kekana
serves on various boards
of companies.

Obakeng is the chief
executive of the Royal
Bafokeng Nation
Development Trust,
which holds all the
commercial assets on
behalf of the Royal
Bafokeng Nation.

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.
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OTHER LISTED
DIRECTORSHIPS
• Rand Merchant
Investment Holdings
Limited; and
• Remgro Limited.

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.

OTHER LISTED
DIRECTORSHIP
• Rand Merchant
Investment Holdings
Limited.

DAVID
ANDREW (DAVID)
FRANKEL 48

FRANCOIS
(FAFFA)
KNOETZE 54

DAVID RONALD
(DAVID)
WILSON 47

BSc Eng (Hons) MBA (Harvard)

BCom (Hons) FIA

BCom Dip Acc (UCT)
CA(SA)

ALTERNATE NON-EXECUTIVE
DIRECTOR

ALTERNATE NONEXECUTIVE DIRECTOR

ALTERNATE NONEXECUTIVE DIRECTOR

APPOINTED
31 March 2018

APPOINTED
1 April 2016

APPOINTED
1 September 2017

David is co-founder and
managing partner of Founder
Collective, a seed-stage venture
capital fund based in Boston and
San Francisco. David serves on
the boards of companies such as
Pillpack and Seatgeek. Previously,
David was co-founder and chief
executive of Internet Solutions (IS),
the largest internet service
provider in Africa, ultimately
acquired by NTT. David also
co-led the “New Dawn” African
satellite launch in partnership with
Intelsat. As an investor, David
provided the initial capital for
companies such as Seatgeek
Pillpack, Coupang, Buzzfeed,
Volaris (NYSE), Brontes (3M),
SiteAdvisor (McAfee), Bluebox
(IBM) and OPower (NYSE). He is a
founding board member of
Endeavor SA. In 2000, David was
voted the South African
Technology Achiever
of the Century.

Faffa graduated from
the University of
Stellenbosch in 1984 and
became a fellow of the
Actuarial Society of
South Africa in 1992.

David is a chartered
accountant by
profession and is
currently employed by
Royal Bafokeng Holdings
(RBH) as head of
portfolio. He is a director
of Royal Bafokeng
Platinum Limited,
representing RBH. Prior to
joining RBH, he was a
director and head of
mergers and acquisitions
for sub-Saharan Africa at
Deutsche Bank, South
Africa.

The World Economic Forum later
selected him for the Global
Leader of Tomorrow (GLT)
programme. David was selected
for the Fulbright Foreign
Scholarship Programme and
earned an MBA with distinction
from Harvard.

After starting his
actuarial career at
Sanlam as a marketing
actuary in the life
business, he spent most
of his working career at
Alexander Forbes, where
he was the valuator and
consulting actuary to a
number of pension and
provident funds. He
joined Remgro in 2013
and focuses on the
company’s interests in
the financial services
(insurance and banking)
and sports industries.
OTHER LISTED
DIRECTORSHIPS
• FirstRand Limited; and
• Rand Merchant
Investment Holdings
Limited (alternate).

OTHER LISTED DIRECTORSHIP
• Rand Merchant Investment
Holdings Limited (alternate).

Before joining Deutsche
Bank in 2004, he was an
associate director in
corporate finance at
HSBC, South Africa and
vice-president in
corporate finance at
ING Barings, South Africa.
OTHER LISTED
DIRECTORSHIPS
• Rand Merchant
Investment Holdings
Limited (alternate);
and
• Royal Bafokeng
Platinum Limited.
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AUDIT AND RISK
COMMITTEE REPORT
THIS COMMITTEE IS THE
GUARDIAN OF THE FOLLOWING
FORM OF CAPITAL:

FINANCIAL

The audit and risk
committee has pleasure
in submitting this report,
as required in terms of
the Companies Act.

financial director attends the meetings. The
committee invites, at its discretion, the
appropriate representatives of the external
auditor, other professional advisors, officers
or members of staff whose input may be
required. Board members have the right to
attend. The chairman may excuse from the
meeting or from the proceedings in
respect of any item on the agenda any of
the attendees at a meeting who may be
considered to have a conflict of interest.
During the year under review, two meetings
were held.
Attendance and membership of the
committee are reflected in the table
on page 58.

Roles and responsibilities
Audit and risk
committee membership
and meetings
The audit and risk committee is an
independent statutory committee and
consists of three non-executive directors
who act independently, as described in
section 94 of the Companies Act. Members
are appointed by the shareholders.
The current members are the chairperson,
SEN de Bruyn LLB (Hons) LSE MA (McGill)
SFA, P Lagerström BSc (Accounting) MSc
(Economics) (London School of
Economics) and JA Teeger BComm BAcc
CA(SA) HDip Tax. The previous chairman,
JW Dreyer, retired from the board in March
2018 and, at the same time, relinquished his
position as chairman and member of the
audit and risk committee.
The chairperson is an independent,
non-executive director and attends the
annual general meeting. The committee
meets at least twice a year or at the
request of the chairperson, any member
of the committee, the board or the
external auditor. Comprehensive minutes
of meetings are kept. The chief executive/
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At the meetings, the members fulfilled
all their functions as prescribed by
section 94 (7) of the Companies Act, the
JSE Listings Requirements and its charter,
which is updated annually and approved
by the board. The committee’s
objectives are to assist the board of
directors in fulfilling its fiduciary duties
with regard to:
• The safeguarding of the group’s assets;
• The financial reporting process;
• The system of internal control;
• The management of financial and
non-financial risks;
• The audit process and approval
of non-audit services;
• The group’s process for monitoring
compliance with the laws and
regulations applicable to it;
• The group’s compliance with corporate
governance practices;
• Review of the annual integrated report,
including key audit matters outlined
in the external auditor’s report;
• The business conduct of the group
and its officials;
• Ensuring that the accounting policies
applied are consistent, appropriate

and in compliance with IFRS; and
• The appointment of the external auditor
and the evaluation of their services
and independence.

Integrated assurance
The board does not only rely on the
adequacy of the internal control
embedding process, but considers reports
on the effectiveness of risk management
activities. The audit and risk committee
ensures that the assurance functions of
management as well as internal and
external audit are sufficiently integrated.
The various assurance providers to the
board comprise the following:
• Senior management, that considers the
company’s risk strategy and policy,
along with the effectiveness and
efficiency thereof; and
• The audit and risk committee, which
considers the adequacy of risk
management strategies, systems of
internal control, risk profiles, legal
compliance, internal and external audit
reports and also reviews the
independence of the external auditor,
the extent and nature of audit
engagements, scope of work and
findings. This committee also reviews the
level of disclosure in the annual financial
statements and the appropriateness of
accounting policies adopted by
management, the ethics register and
other loss incidents reported. The board
reviews the performance of the audit
and risk committee against its charter.

The finance function
The committee considered and satisfied
itself of the appropriateness of the
expertise and adequacy of resources of
the finance function. The committee
reviewed the performance,
appropriateness and expertise of the
financial director, HL Bosman, and the

company secretary, EJ Marais, and
confirms that they are suitable as financial
director and company secretary
respectively in terms of the JSE Listings
Requirements.

external auditor has at all times acted with
unimpaired independence. In reaching
this conclusion, the committee considered
the following:
• Representations made by the external
auditors to the audit committee;

Effectiveness of
company’s internal
financial controls

• Independence criteria specified by the
Independent Regulatory Board for
Auditors and international regulatory
bodies as well as criteria for internal
governance processes within audit firms;

The committee reports to the board that
it is of the opinion that, based on enquiries
made and the reports from the internal
and external auditors, the risk
management processes and systems of
internal control of the company and its
investments were effective for the year
under review. No material weaknesses in
financial control of the company and its
subsidiaries were reported for the year
under review.

External audit
The audit and risk committee considered
the performance of the external auditor
and concluded that their performance
was satisfactory. PricewaterhouseCoopers
Inc. was re-appointed as external auditor
of the company until the next annual
general meeting. PricewaterhouseCoopers
Inc. has been the external auditor of RMH
for 30 years. Prior to the formation of RMH,
PricewaterhouseCoopers Inc. were
the sole auditor of RCI for 11 years.
The partner responsible for the audit
is required to rotate every five years. The
designated auditor, Francois Prinsloo, will
be rotated at the conclusion of the 2018
year-end audit.
The committee approved the 2018 audit
plan and fees. The external audit scope
of work is adequately integrated with the
internal audit function without restricting
the scope. The committee believes that
the external auditor has observed the
highest level of business and professional
ethics. The committee is satisfied that the
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• Auditor suitability assessment in terms of
paragraph 3.84(g) (iii) and section
22.15(h) of the JSE Listings Requirements;
• Previous appointments of the auditors;
• Extent of other work undertaken by the
auditors for the group.
The committee meets with the external
auditor independently of senior
management.
Findings reported by the external auditors
were duly considered, specifically the key
audit matters for the 2018 year, as reported
in the independent auditor’s report. The
committee is satisfied that all these matters
are appropriately reflected in the annual
financial statements.

Internal audit
The company outsources its internal audit
function to Remgro Management Services
Limited. Internal audit is an effective
independent appraisal function and
employs a risk-based audit approach.
The head of internal audit has direct
access to the chairman of the audit and
risk committee, as well as to the chairman
of the board.
The audit and risk committee is of the
opinion that, based on enquiries made
and the reports from the internal and
external auditors, the risk management
processes and systems of internal control
of the company and its subsidiaries were
effective for the year under review.

Annual financial
statements and annual
integrated report
The audit and risk committee has reviewed
and recommended approval of the
annual financial statements by the board.
The committee has also applied its
collective mind to the annual integrated
report and concluded that it complies in all
material respects with the Integrated
Reporting Framework of the International
Integrated Reporting Council. It has
therefore recommended the report for
approval by the board.

Focus during
the year ahead
The committee shall continue to attend to its
roles and responsibilities during the year
ahead. In addition, it will pay
particular attention to the following:
• Rotation of the designated external
auditor in line with the rules of the
Independent Regulatory Board
of Auditors;
• Implementation and disclosure of new
accounting standards, in particular
IFRS 9 Financial Instruments; and
• Ensuring that any new regulatory
requirements are fully met.
The committee has discharged all its
responsibilities as contained in its charter.

SEN de Bruyn
Chairperson of the audit and risk committee
7 September 2018
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DIRECTORS’ AFFAIRS AND
GOVERNANCE COMMITTEE REPORT
THE COMMITTEE IS THE
GUARDIAN OF THE FOLLOWING
FORMS OF CAPITAL:

proceedings of the quarterly board
meetings. It is usual for the chief executive
to excuse himself from the meeting. The
committee met four times during the year.
Attendance and membership of the
committee are reflected in the table
on page 58.

HUMAN

INTELLECTUAL

The directors’ affairs and
governance committee
has pleasure in
submitting its report.

Roles and responsibilities
The committee’s primary objectives
are to assist the board in discharging
its responsibilities relating to:
• Its determination and evaluation of
the adequacy, efficiency and
appropriateness of the corporate
governance structures in the company;
• Board and board committee structures;

Directors’ affairs and
governance committee
membership and
meetings
The committee comprises all the nonexecutive directors. The committee
is chaired by the lead independent
non-executive director. The committee
meets bi-annually at a minimum, with
additional meetings when required at the
request of the board or any committee
member or as often as it deems necessary
to achieve its objectives. Comprehensive
minutes of meetings are kept. The
committee may invite any of the directors,
professional advisors or officers, whose
input may be required, to the meetings.
The chairman may excuse from the
meeting or from any item on the agenda
any of the attendees who may be
considered to have a conflict of interest,
or for confidentiality reasons.
As all non-executive directors are members
of this committee, matters relating to the
charter of this committee are normally
dealt with as an integral part of the normal
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• The maintenance of a board
directorship continuity programme;
• The self-assessment of the effectiveness
of the board as a whole and the
contribution of each director;
• Recommendation of non-executive
directors’ remuneration for approval
by shareholders;
• Remuneration of subsidiary employees
and providers of management services,
including approval of participation in
the ownership participation structure for
providers of management services; and
• Ensuring that succession plans are
in place for the key positions in
the greater group.

Governance activities
of the committee
during the past year
During the year under review, the
committee:
• Reviewed the governance structure,
including the committee structures and
membership and concluded that it was
effective, satisfactory and appropriate
considering the activities of the group

and the value delivered;
• Facilitated the handover between
the newly appointed directors and
retiring directors, thereby ensuring
the effectiveness of the directorship
continuity programme;
• Considered the effectiveness of the
board and each director;
• Considered and satisfied itself of the
independence of directors serving
longer than nine years;
• Considered and approved the extension
of LL Dippenaar’s retirement age
beyond 70 years as the compulsory
retirement age for non-executive
directors as per the memorandum of
incorporation is 70 years; and
• Satisfied itself that the succession plans
in place for key positions in the greater
group are appropriate.

Remuneration activities
of the committee during
the past year
EXECUTIVE REMUNERATION
RMH does not have any full-time
employees. Mr Bosman is the only
executive director and is chief executive
and financial director of both RMI and
RMH. He is employed by RMI on a full-time
basis. RMI and RMH have entered into
a service level agreement (SLA) for the
provision of management services. In the
wider RMH group, RMH Property has two
full-time employees, namely the chief
executive and an investment executive.
The directors’ affairs and governance
committee approves the remuneration
of all these parties. The remuneration
principles applied are as follows and align
with the strategic objectives of RMH:

Strategic
objective

Remuneration
principle

OPTIMISE

Fixed
remuneration

Remuneration policy

Remuneration practice

• RMH’s rights are
protected by using an
SLA and a standard
employment contract;

• Salaries are paid on the
20th of each month;

• The fixed pay
component comprises
salary and contributions
to retirement funds and
medical aid schemes.
This is referred to as
total guaranteed
package; and
• Take-on bonuses may
be agreed with new
employees, where
applicable.

• It is compulsory for employees
to be a member of a medical
aid and proof of membership
is required by RMH;
• Salaries are reviewed on an
annual basis and adjusted
for inflation and changes
in responsibility;

Alignment with
stakeholders
• Fixed remuneration
reflects the value
of the role
and individual
performance and
is benchmarked
against the upper
quartile of
comparable
companies.

• The current year inflationary
adjustment was 5.0%
(2017: 5.5%);
• RMI recovers 25% of the fixed
remuneration from RMH in terms
of the SLA for services rendered
by RMI employees, including the
chief executive of RMH;
• The notice period for termination
of service is one calendar month
and the normal retirement age
for employees is 60 years,
depending on the date of
appointment; and
• Good leaver principles apply
upon termination of service of
executive directors but are at
the discretion of the board.

DIVERSIFY

Long-term
incentive
scheme

• A long-term incentive
plan ensures that
management service
providers’ personal
wealth creation is
aligned with that of
shareholders.

• Management service providers,
including the chief executive,
participate in the RMI and RMH
share appreciation rights (SARs)
scheme. More detail is
provided below.

• This scheme rewards
participants by the
growth in the RMH
share price and
supports long-term
retention.

MODERNISE

Management
participation
structure

• A management
participation structure
enables the providers of
management services,
including the chief
executive and
employees of RMH
Property (participants),
to share in the value
created by RMH’s
property portfolio,
thereby ensuring
a long-term focus
in tandem with the
investment strategy
of RMH.

• The management participation
structure was developed to
reward participants for growth in
investments made in RMH’s
property portfolio after RMH has
been compensated for capital
provided. More detail is provided
below.

• This scheme rewards
participants for the
outperformance of
the new investments
above a hurdle rate
and supports
long-term retention
and value creation.
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RMI AND RMH SHARE APPRECIATION
RIGHTS (SARs) SCHEME
RMI currently has a cash-settled SARs
scheme in place which incorporates
the allocation of RMH shares.

Value awarded
Awards are based on a multiple of the total
guaranteed package and range between
multiples of one to eight times based on
position and level of responsibility. Of the
awards, 25% are made in RMH shares and
the balance in RMI shares.
Future awards will be made to maintain
the agreed multiple of the guaranteed
package. The split between RMI and RMH
shares will be maintained.

Performance criteria for SARs scheme
The SARs scheme has an inherent
performance condition in that the RMH
share price on the grant date must
increase before any value is realised by
the participants. No specific performance
criteria were stipulated for issuances made
before September 2015. The September
2015 issue was the first award with
performance criteria set by the board.
90% of the share appreciation rights are
conditional on the growth in normalised
earnings of the established investments of
at least the real GDP growth rate. The
remaining 10% of the vesting of the share
appreciation rights is dependent on the
performance of new investments, at the
discretion of the committee.
Starting from the September 2018
issuance, the committee has revised these
performance conditions with 45% of
vesting subject to the rolling three year
annual compound growth rate in total
shareholders’ return outperforming the
nominal GDP growth rate, 45% of the
vesting subject to the rolling three year
annual compound growth rate in
normalised earnings outperforming CPI
and 10% of the vesting subject to the
committee’s discretion on the
performance of new investments.

Vesting and exercise of SARs
Participants are rewarded SARs that must
be exercised within a period of seven
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years after the grant date. The earliest
intervals at which SARs can be exercised
are as follows:
• One third after the third anniversary
of the grant date;
• Two thirds after the fourth anniversary
of the grant date; and
• The remainder after the fifth
anniversary of the grant date.

RMH MANAGEMENT PARTICIPATION
STRUCTURE
During the current year, a management
participation structure (the scheme) was
finalised and implemented by the board of
directors of RMH with the chief executive,
management service providers and
employees of RMH Property.
In the development of the scheme the
board borrowed from the private equity
models of a management fee and carry
structure over a certain hurdle rate. In the
case of RMH, the focus was on the carry
element only and is designed as
management participation in the growth
over and above the initial capital invested
and after RMH has been compensated for
cost of capital. This is an internationally
recognised and proven fund management
compensation model.

Rationale
The rationale of this scheme is to:
(i) Encourage long-term focus by aligning
the objectives of management and
shareholders, thereby building on the
group’s owner-manager culture;
(ii) Incentivise management to also focus
on RMH Property, which may have an
insignificant impact on the share price
over the short- to medium-term, but
which could potentially contribute to
significant long-term value creation;
and
(iii) Retain key employees in a highly
competitive market.

Description of the scheme
The key parameters of the scheme are as
follows:
(i) Qualifying investments are approved
at the discretion of the committee;

(ii) Participation is limited to 10% per
investment of investments smaller than
R500 million;
(iii) The total participation currently is
capped at R200 million. Thereafter,
participants can participate further by
investing their own money alongside
RMH;
(iv) A maximum hurdle rate set at the
prevailing prime interest rate applies;
and
(v) A long-term investment period applies
with the value of shares increasing
over time and if the hurdle rate is
outperformed.
The committee has full discretion regarding
all aspects of the scheme. In particular, the
committee may exercise its discretion to
increase the hurdle rate on well-performing
investments to compensate for investments
that are underperforming and so achieve
the portfolio principle.

Valuation methodology
The following approach is followed:
Step 1 – Determine the value of the
underlying investment
Underlying investments are valued using
market accepted valuation methodologies.
Step 2 – Determine the value per share
The value per share is determined by
dividing the proportionate value of the
underlying investment by the total number
of issued shares. This value is reduced by
the capital invested by RMH per share,
escalated by the hurdle rate. The value of
the share-based payment liability
recognised by RMH is the value per share
multiplied by the total number of issued
shares.
There was no value recognised in terms of
the scheme in the current year.
Detailed disclosure is available in note 12
to the summary financial statements.

NON-EXECUTIVE
REMUNERATION
Non-executive directors do not have
employment contracts and do not
receive any benefits associated with
permanent employment. Furthermore,
they do not participate in any long-term
incentive schemes.
Non-executive directors are paid a fixed
annual fee, based on an agreed number
of meetings. An hourly rate is used to
remunerate non-executive directors for
ad hoc meetings. The fees and hourly rates
are reviewed annually and are subject
to approval by shareholders at RMH’s
annual general meeting. Fees are
market-related and consider the nature
of RMH’s operations.

“Let your mind be open and
enquiring, willing to explore the
unknown, and make humour
your trusted partner.”
JAN DREYER

The directors' report on page 86 contains
a table of all directors' remuneration.
For proposed fees fro 2019, refer to special
resolution number on page 127.

“GT seems to be calm and collected
in every situation and respectful and
fair in all his dealings with people –
I’d like to emulate that.”

Focus during the
coming year
During the coming year, the committee
will focus on the following:
• Updating the board mandate,
including objectives;

FAFFA KNOETZE

• Updating board evaluations with
changes to mandate and objectives;
• Reviewing committee structures and
charters to ensure that alignment with
strategy is maintained;

“With GT I got to know someone
who had the unique ability to impart
an insight on any issue without any
hint of arrogance, but laced it with
humility and much consideration
and circumspection even as he was
being direct. For that I'm grateful to
have had the privilege of having
shared in that part of his journey
at RMH.”

• Reviewing the operating model to
ensure cost-effectiveness;
• Reviewing the code of ethics;
• Monitoring changes in legislation and
identifying specific training required; and
• Ensuring fair remuneration
of management service providers
and employees.
During the year under review, the
committee has discharged all its
responsibilities as contained in its charter.

Murphy Morobe
Chairman of the directors’ affairs and
governance committee

MURPHY MOROBE

7 September 2018
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INVESTMENT COMMITTEE
REPORT
THIS COMMITTEE IS THE
GUARDIAN OF THE FOLLOWING
FORMS OF CAPITAL:

FINANCIAL

INTELLECTUAL

NATURAL

Investment committee
membership and
meetings
The investment committee meets on an
ad hoc basis, as and when required. The
committee may invite any of the directors,
professional advisors or officers whose input
may be required for the meetings.
The chairman may excuse from the
meeting or any item on the agenda any of
the attendees at a meeting who may be
considered to have a conflict of interest, or
for confidentiality reasons. As all the
members of the board are currently
members of the investment committee,
matters were addressed as a subsection of
each board meeting.
The committee met four times during
the year.
Attendance and membership of the
committee are reflected in the table
on page 58.
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Roles and responsibilities
The committee is mandated to consider
and, if appropriate, approve:
• New investments up to an amount of
not more than R500 million;
• The extension of existing investments
up to an amount of not more than
R500 million;
• The disposal of existing investments
up to an amount of not more than
R300 million; and
• To consider and make
recommendations to the board
regarding investments falling outside the
scope of the committee’s mandate.

Activities of the
committee during the
past year

Focus during the
coming year
During the coming year, the committee will
focus on the following:
• Reviewing investment opportunities
presented to it, ensuring that the
opportunities are within the mandate
given and meet the strategic
objectives set;
• Applying the necessary skills to ensure
that investments are within RMH’s risk
appetite limits and create enduring
value for shareholders, and
• Ensuring that the deal conclusion forum
is maintained and up to date and that
investments are concluded with due
care and diligence.
The committee has discharged all its
responsibilities as contained in its charter.

During the year, the committee:
• Recommended the investment in
Atterbury Europe for approval by the
board;
• Recommended for approval by the
board that a guarantee be provided for
the capital restructure of Atterbury
Europe; and
• Reviewed further diversification and
modernisation opportunities but
declined all the opportunities presented
to it.

JJ Durand
Chairman of the investment committee
7 September 2018

NOMINATIONS
COMMITTEE REPORT
THE COMMITTEE IS THE
GUARDIAN OF THE FOLLOWING
FORMS OF CAPITAL:

resolutions. The remainder of the board
may attend the meeting. It is usual for the
chief executive to excuse himself from the
meeting. The committee met once during
the year.
Attendance and membership of the
committee are reflected in the table on
page 58.

HUMAN

INTELLECTUAL

The nomination committee reviews and
assesses the board composition on its
behalf and recommends the appointment
of new directors. In reviewing board
composition, the committee will consider
the benefits of all aspects of diversity,
including gender and race diversity. It also
oversees the conduct of the annual
performance evaluation and assessment
of board effectiveness. The committee will
discuss and agree proposed objectives,
including the setting of voluntary targets,
for achieving diversity on the board and
recommend these targets to the board for
approval and adoption.

The nominations
committee has pleasure
in submitting its report.

New developments
introduced by King IV
and the JSE Listings
Requirements

Nominations committee
membership and
meetings

King IV recommends that the board should
comprise of mostly non-executive
members and that most of them should be
independent. Most of RMH’s directors
(13 of 14) are non-executive, but currently,
most of them are not independent
(only 6 of 14).

Nomination, selection
and appointment of
directors

The JSE Listings Requirements now include
a disclosure obligation regarding the
implementation of gender diversity at
board level. RMH recognises and
embraces the benefits of having a diverse
board. It sees increasing diversity at board
level as an essential element in maintaining
a competitive advantage. A diverse board
will include and make good use of
differences in the skills, regional and
industry experience, background, race,
gender and other distinctions between
members. These differences will be
considered in determining the optimum
composition of the board and, when
possible, should be balanced
appropriately. All board appointments are
made on merit, in the context of the skills,
experience, independence and
knowledge which RMH and the board
require to be effective in delivering
enduring value to stakeholders.

The committee will first consider a
proposed director’s CV and conduct the
necessary interviews and reference checks
to establish the integrity and skills of the
person and to ensure that the person has
not been disqualified from being a director.

The committee is made up of three
independent non-executive directors and
three non-executive directors. It is chaired
by the lead independent director. The
committee meets when required, at the
request of the board or any committee
member or as often as it deems necessary
to achieve its objectives. Comprehensive
minutes of meetings are kept. The
committee may invite any of the directors,
professional advisors or officers whose input
may be required for the meetings.
The chairman may excuse from the
meeting or from any item on the agenda
any of the attendees at a meeting who
may be considered to have a conflict of
interest, or for confidentiality reasons.
Matters relating to the charter of this
committee are currently dealt with as part
of the normal proceedings of the quarterly
board meetings. Only members of the
committee are allowed to vote on
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The company has a transparent policy
regarding the appointment of directors to
the board. The nominations committee
makes recommendations to the board on
the appointment of new executive and
non-executive directors. The board, in turn,
proposes approved candidates to the
shareholders for appointment at a general
meeting.

The committee will ensure that all statutory
requirements for the appointment are
complied with and that the new director is
properly briefed on his/her roles and
responsibilities, time commitment,
committee service and involvement
outside board meetings.
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Activities of the
committee during
the past year

“In the very short time I had with
GT, l observed although he takes
business seriously, he has such
a sense of humour it makes for
an enjoyable business experience.
He is clearly astute, has a way
of putting people at ease around
him and you get a sense you stand
no chance in a negotiation with him.
Wishing him a stupendous
journey ahead.”

During the year, the committee:
• Identified five possible candidates
to replace the four retiring nonexecutive directors;
• Considered diversity and experience
in identifying candidates; and
• Appointed three candidates who are
now up for election by shareholders.
The committee is pleased that the
appointment led to a 7% improvement
in gender diversity and a 14%
improvement in race diversity,
respectively.
Refer to shareholders’ resolution 2.5 to 2.7
on page 125.

MAMONGAE
MAHLARE

Focus during the
coming year

“GT has been an outstanding
role model for innovation,
entrepreneurship, leadership and
philanthropy in business and South
African society more generally. His
humility, intellect and wisdom will be
missed on the boards. Go well GT!”

During the coming year, the committee
will, when necessary, identify suitable
candidates, taking into account the policy
and needs of RMH. It will aim to improve
the race and gender diversification of the
board further.
The committee has discharged all its
responsibilities as contained in its charter.

Murphy Morobe
Chairman of the nominations committee
7 September 2018
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RALPH MUPITA

SOCIAL, ETHICS AND TRANSFORMATION
COMMITTEE REPORT
THE COMMITTEE IS THE
GUARDIAN OF THE FOLLOWING
FORMS OF CAPITAL:

The chairman of the committee attends
the annual general meeting to answer any
questions that shareholders might have.
Attendance and membership of the
committee are reflected in the table
on page 58.

HUMAN

SOCIAL AND
RELATIONSHIP

The social, ethics
and transformation
committee has pleasure
in submitting its report.
The report is prepared in accordance with
the Companies Act, 71 of 2008, with
specific reference to Regulation 43.

Social, ethics and
transformation
committee membership
and meetings
The committee comprises three suitably
skilled and experienced members
appointed by the board and consists only
of independent, non-executive directors.
The chairman is an independent,
non-executive director.
The committee meets at least twice a year
or at the request of the chairman, any
member of the committee or the board.
Comprehensive minutes of meetings
are kept.
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Roles and responsibilities
The committee’s objectives are to assist
the board in monitoring RMH’s
performance as a good and responsible
citizen, which includes the following:
• The social and economic development,
including the ten principles as set out in
the United Nations Global Compact
principles, the 17 Sustainable
Development Goals (SDGs) set by the
United Nations General Assembly in
2015, the Organisation for Economic
Co-operation and Development
recommendations regarding corruption,
the Employment Equity Act, 55 of 1998,
and the Broad-Based Black Economic
Empowerment Act, 53 of 2003;

New developments
introduced by King IV
Social and ethics committees enjoy
prominence in King IV, with the enhanced
focus on ethical governance. King IV
recommends that the social and ethics
committee uphold, monitor and report on
organisational ethics, responsible corporate
citizenship, sustainable development and
stakeholder-inclusivity beyond mere
compliance and towards actual
value creation.
The committee will reassess its composition
to ensure the requisite skills and experience
is present to fulfil the requirement of the
oversight of ethics management.

• Good corporate citizenship, including
promotion of equality, prevention of
unfair discrimination and corruption,
contribution to the development of
communities and record of sponsorship,
donations and charitable giving; and
• Environment, health and public safety,
including the impact of the company’s
activities; consumer relationships,
including the company’s public relations
and compliance with consumer
protection laws.
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Reporting framework
RMH
Below is a summary of the framework specific to RMH:
Description in terms of Regulation 43

Action taken during the current year

1

Corporate social responsibility

1.1

Corporate social investment

FirstRand spent R342 million (2017: R354 million) on corporate social investment (CSI) in 2018.
Based on FirstRand’s spend, RMH’s CSI spend equates to R116 million (2017: R121 million),
which translates to 2.3% of profit before tax (2017: 2.3%).

2

Broad-based black economic
empowerment

A copy of the BBBEE 1 report submitted on 1 October 2018 reflecting RMH’s ownership
rating is available on the RMH website, www.rmh.co.za. As an investment holding company
with no employees and limited activity beyond its investments in FirstRand and RMH
Property, RMH has, as at 1 October 2018, not been assessed against the other elements of
the Financial Sector Charter (FSC) beyond ownership. The majority of RMH’s income consists
of dividend income from its underlying portfolio companies (predominantly FirstRand, which
is a Level 1 contributor), which is in turn paid out to RMH’s shareholders after defraying tax,
funding and other holding company costs. RMH has limited operational capacity and
therefore a limited expense base. The income received by RMH has already been subject
to BBBEE requirements and measurement at the underlying portfolio company.

3

Employment equity transformation

RMH is committed to gender and race diversification at all levels. The board improved its
female representation by 7%, from 14% to 21%, and its race diversification by 14%, from 28%
to 42%, in the current year.

4

Environmental and social risk
governance
(incorporates Global Compact
principles on human rights, labour
practices and the natural
environment – green buildings;
energy, waste and water
management)

As an investment holding company, environmental and social risk are mainly driven by its
investee companies. RMH’s role is more of an overseer than a participant. The committee
reviewed the environmental and social risk governance framework of investees.

5

Governance reporting

The committee provided feedback to the RMH board after each meeting and reviewed the
governance reporting for inclusion in the annual integrated report and the King IV report,
which is available on the website, www.rmh.co.za.

FIRSTRAND
A summary is provided below of FirstRand’s performance in terms of the RMH reporting framework. Amounts and quantities below represent
100% of FirstRand’s amounts and quantities and have not been adjusted to reflect RMH’s 34.1% stake in FirstRand, unless indicated otherwise:
Description in terms of Regulation 43
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Action taken during the current year

1

Corporate social responsibility

1.1

Corporate social investment

FirstRand’s total CSI spend amounted to R342 million (2017: R354 million). Thereof,
R243 million (2017: R285 million) was spent on initiatives with an education focus
and R99 million (2017: R69 million) on initiatives with a community development focus.

1.2

Employee educational
development

During the current year, FirstRand achieved a score of 17.04 out of 20 for the skills
development element on its BBBEE scorecard. FirstRand launched the FirstRand Job Initiative
in July 2018. This initiative aims to address the youth unemployment crisis in South Africa.

2

Broad-based black economic
empowerment

FirstRand improved its Level 2 BBBEE status to Level 1 in terms of the 2017 gazetted FSC.

3

Employment equity transformation

Approximately 77% (2017: 76%) of FirstRand’s South African workforce consists of African,
Coloured and Indian (ACI) employees. While significant progress has been made at junior
levels, with only 39% (2014: 30%) ACI representation at senior management level, further
improvement is required. Approximately 61% (2017: 61%) of the workforce is female.

Description in terms of Regulation 43
4

Culture risk

Action taken during the current year
FirstRand believes that its unique differentiator is its culture. The following initiatives were
undertaken:
FirstRand philosophy
FirstRand is currently in the process of re-articulating the philosophy to ensure the
sustainability of the business moving forward. This will include feedback from employees and
changes to the group strategy and operating model.
Group engagement survey
The second group-wide engagement survey was conducted in March 2018.
The group engagement survey results show an engaged and committed workforce, with
results comparing favourably to the South Africa norm and high-performing organisations
around the world.

5

Environmental and social risk
governance
(incorporates Global Compact
principles on human rights, labour
practices and the natural
environment – green buildings;
energy, waste and water
management)

Carbon emissions decreased by 13% to 224 190 tonnes.
Work was initiated to formalise a water management strategy for FirstRand’s operation.
An internal project was launched to analyse the impact of products, services and initiatives
on the sustainable development goals (SDGs). FirstRand participated in the Banking
Association of South Africa’s development of a SDG dashboard for the industry.
A project to assess FirstRand’s exposure to natural capital risks in credit portfolios was
launched. Recommendations will be made on how to adapt credit governance processes
to account for natural capital risk in the assessment of portfolio and transaction risks.
FirstRand’s energy management guideline was implemented. It focuses on energy
efficiencies and accuracy of data and pricing. This process led to considerably reduced
electricity costs.
A project to address recommendations of the Task Force for Climate-related Financial
Disclosures was initiated.
A dedicated environmental and social conduct forum with business representation was
implemented. This forum is mandated to focus on reviews of initiatives on positive impact
financing. It will focus on renewable energy and SME financing.

6

Business conduct – standards for
employees
(incorporates Global Compact
and OECD principles on
anti-bribery and corruption,
whistle-blowing, gift declarations,
personal account trading rules
and conflict of interest
management)

Campaigns and communications encouraging safe and effective whistle-blowing were
presented throughout the year.
During the year, 383 cases were reported using the whistle-blowing line (administered
externally by Deloitte). This represents a 41% increase in the number of cases from the prior
year. The most notable increase was in the international operations (85% increase),
reflecting the drive undertaken to increase awareness of the relevant hotlines. Spikes in
activity were noted during awareness campaigns.
Approximately R2.5 million was awarded in 2018 (2017: R1 million) through the Leading Light
reward programme that incentivises employees to assist the group in preventing and
combating theft, fraud and corruption.
The supplier code of conduct policy was disseminated to FirstRand’s supplier base using a
risk-based approach. To date, suppliers representing the top 80% of FirstRand’s spend have
signed the code of conduct, and are subject to screening both at onboarding and
monthly thereafter against various sanctions and watch lists.

7

Market conduct – standards for
the market
(incorporates consumer protection
– treating clients fairly and anti-trust
measures)

Fair market conduct training and awareness campaigns, including consumer education
training initiatives, were implemented and received heightened focus.
Targeted responsible competitive practices training was rolled out in various areas in
FirstRand. Online training on the topic will be designed during the new financial year.
Projects to document Treating the Customers Fairly standards in operational procedures,
throughout the product life cycle, will be implemented in the new financial year.
FAIS fit and proper regulatory projects to address regulatory amendments will also be
implemented.
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Description in terms of Regulation 43
8

Governance reporting

Action taken during the current year
The FirstRand social and ethics committee, together with the FirstRand audit committee, is
responsible for reviewing and approving the non-financial content included in the annual
integrated report and published on the group website, as well as determining and
making recommendations on the need for external assurance of FirstRand’s public
reporting on its sustainable performance. The chairman attends the annual general
meeting and feedback is provided at every board meeting. The committee met five
times during the reporting cycle. The RMH chief executive, HL Bosman, was appointed to
the committee effective 1 June 2018.

RMH PROPERTY
RMH takes cognisance of the fact that the investee companies of RMH Property are at different maturity levels. The social and ethics
committees of some of these companies were recently established and some do not have a separate, designated committee given the
small size of the operation. RMH’s reporting framework was shared with these entities.
RMH will monitor the progress and report back to shareholders in the next annual integrated report. The reporting for the current year is based
on RMH Property’s core partner, Atterbury, which is also the most mature of RMH Property’s investee companies.
Description in terms of Regulation 43

Highlights

1

Corporate social responsibility

1.1

Corporate social investment

The Atterbury Trust was launched in 1998 to support previously disadvantaged communities
and advance culture. Since 1999, it has assisted more than 600 students with tertiary
education. It further assists with support and upgrading of schools in the less fortunate parts
of Pretoria West.

1.2

Employee educational
development

Atterbury and related companies Fatti, Atterbury Trust and Atterbury Europe employ a total
of 86 people. Atterbury Property spent R315 000 on the development of its employees.

2

Broad-based black economic
empowerment

The Atterbury Group concluded an empowerment transaction during 2018. In terms of
the transaction, Talis Investment Partners RF Proprietary Limited, a company which is 100%
black-owned by mostly black women, acquired 30% of the Atterbury Property Fund.
The Atterbury Property Fund aims to be a Level 5 contributor in accordance with the
Property Charter.
Atterbury is a partner in the Richmond Park development, a mixed-use commercial
precinct measuring approximately 300 000m². Richmond Park tells a story of land restitution
and the restoration of hope and dignity. The land was transferred in 2014 after a successful
land claim to the Richmond Park Communal Property Association. During October 2018, the
first tenant, Mustek, took occupancy of its new premises. Various employment opportunities
have been identified for community members. The security contract was awarded to
a small family business from the community. Opportunities like these will empower the
community of Richmond and speak to the empowerment strategy of the Atterbury Group.

3

Employment equity transformation

Approximately 15% (13%: 2017) of Atterbury’s South African workforce consists of ACI
employees, whilst 58% (58%: 2017) of the South African workforce is female.

4

Culture risk

In 24 years Atterbury has developed more than 2 million m² of prime commercial, retail
and residential properties across South Africa, the rest of the African continent and, more
recently, in Europe.
Atterbury Property Holdings recently conducted a culture climate survey, where a 100%
participation was achieved. The nine areas surveyed all indicated a positive score.
The company is implementing a succession strategy. Armond Boshoff has been announced
as the deputy chief executive to take over the reins from founding member and current
chief executive, Louis van der Watt.
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Description in terms of Regulation 43
5

6

7

Highlights

Environmental and social risk
governance
(incorporates Global Compact
principles on human rights, labour
practices and the natural
environment – green buildings;
energy, waste and water
management)

The Waterway House Project was awarded a five star Green Star SA-Office v 1.1 As-Built
Certification by the Green Building Council. It achieved a score of 68 points (the five-star
threshold is 60 points).The project achieved all the credits that were targeted.

Business conduct – standards for
employees
(incorporates Global Compact
and OECD principles on
anti-bribery and corruption,
whistle-blowing, gift declarations,
personal account trading rules
and conflict of interest
management)

Atterbury values the principles of operating with integrity and adopted a zero-tolerance
policy towards bribery and corruption. It actively maintains a gift register and whistleblowing weblink and includes anti-bribery and anti-corruption commitments in all
agreements with third parties. A wider application approach is undertaken to anti-bribery
and anti-corruption policies and in that actions of the company’s service providers are
also monitored.

Market conduct – standards
for the market
(incorporates consumer
protection – treating clients fairly
and anti-trust measures)

Atterbury is in the process of developing their good corporate citizenship policy and
already adheres to the principles of making a difference in the wider society through their
involvement with the Atterbury Trust, stakeholder empowerment through partner funding
and development, motivation of their staff to own responsibility and to be accountable
and through active engagement with their employees.

Atterbury continuously invests in technology with the purpose of reducing future
operational costs, not only for the company itself but also for its tenants and other
stakeholders. The company recently introduced a programme of installing solar power
to a number of completed assets. The solar installation to the Mall of Africa and the Grove,
Mall of Namibia were recently completed. The re-use of grey water, on-site treatment of
effluent and on-site water purification are also being investigated at a number of their
shopping centres.

To further encourage the development of the company’s entrepreneurial nature, Atterbury
recently launched Attnovate, an initiative which rewards employees for innovative ideas.

Atterbury strives to develop the triple bottom line. The development in Richmond Park has
already proved to be a successful model of the community benefitting as stakeholders in
developments and participants in the opportunities created through these developments,
always after considering the environmental responsibilities to the land.
8

Governance reporting

The Atterbury board recognises that good governance is more than legislative compliance
and implementing best practice principles. It appreciates that effective governance is a
vital part of the company’s sustained performance.
The board of Atterbury Property Holdings consists of eight members who have an average
of twenty years’ experience in the property industry.
The board exercises leadership by delegation of certain functions to its committees, namely
the investment committee, remuneration committee, risk review committee, finance review
committee and social and ethics committee. All committees act as committees for the
wider Atterbury Property Group and operate with the appropriately delegated authority.
The board has delegated management accountability to Louis van der Watt (co-founder
of the company and group chief executive). He is assisted by an executive team
representing each sphere of the company’s business.

Focus during the coming year
During the next year, the committee will focus on:
• RMH’s application of the Financial Sector Charter and the
appropriateness thereof for an investment holding company;
• Reviewing the mandate of the committee;
• Establishing the right level of influence over investee companies;
and

The committee has discharged all its responsibilities as contained in
its charter.

Murphy Morobe
Chairman of the social, ethics and transformation committee
7 September 2018

• Updating the reporting framework.
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DIRECTORS’ RESPONSIBILITY STATEMENT
AND APPROVAL OF THE SUMMARY
FINANCIAL STATEMENTS
For the year ended 30 June 2018

This summary consolidated and separate
financial statements comprise a summary
of the audited consolidated and separate
annual financial statements of the group
for the year ended 30 June 2018 and have
been audited by the group’s external
auditors, PricewaterhouseCoopers Inc. Their
opinion on these summary consolidated
and separate financial statements appears
on page 89.
The summary consolidated and separate
financial statements are not the group’s
statutory annual financial statements and
do not contain all the disclosures required
by IFRS. Reading the summary financial
statements are not a substitute for reading
the audited consolidated and separate
annual financial statements of the group, as
they do not contain sufficient information to
allow for a complete understanding of the
results and state of affairs of the group. The
consolidated and separate annual financial
statements have been audited by the
group’s external auditors. Their unmodified
report is available as part of the annual
financial statements available on
www.rmh.co.za.

Basis of presentation
RMH prepares its summary consolidated
and separate financial statements
in accordance with the requirements of
the JSE Limited which requires the
summary consolidated and separate
financial statements to be prepared in
accordance with:
• The framework concepts and the
recognition and measurement
requirements of IFRS, and also, at a
minimum contain the information
required by IAS 34;
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• The SAICA Financial Reporting Guides as
issued by the Accounting Practices
Committee;
• The Financial Reporting Pronouncements
as issued by the Financial Reporting
Standards Council; and
• The requirements of the Companies Act,
71 of 2008, as amended, applicable to
summarised financial statements.
The consolidated and separate annual
financial statements, from which the
summary consolidated and separate
financial statements are extracted, are:
• Prepared by applying accounting
policies that are in accordance with IFRS;
• In accordance with the going concern
principle;
• Using the historical cost basis as modified
by fair value accounting of certain assets
and liabilities where required or permitted
by IFRS; and
• Presented in South African Rand, which is
the group’s presentation currency.
The accounting policies are consistent with
those applied for the year ended 30 June
2017. Amendments to IAS 7 and IAS 12
became effective in the current year. These
amendments have not had an impact on
the group’s reported earnings, financial
position or reserves, or on the accounting
policies.
The amendments to IAS 7 introduce
additional disclosures in the statement of
cash flows and notes to the annual financial
statements that will enable the users of the
annual financial statements to evaluate
changes in liabilities arising from financing
activities. This amendment has been
applied retrospectively on a voluntary basis
and comparative information has been

presented in line with the amended
disclosure requirements. The amendment to
IAS 12 relates to the recognition of a
deferred tax asset for unrealised losses on
debt instruments that are measured at fair
value for accounting purposes but
considered at cost for tax purposes. The
group is accounting for deferred tax on
these assets in line with the amendments
and the adoption of these amendments
had no impact on the group.
The board acknowledges its responsibility
to ensure the integrity of the summary
consolidated and separate financial
statements. The board has applied its mind
to the summary consolidated and separate
financial statements and believes that this
document addresses all material issues and
fairly presents the group’s integrated
performance and impacts.
HL Bosman LLM CFA supervised the
preparation of the consolidated and
separate annual financial statements from
which these summary consolidated and
separate financial statements were
extracted. The consolidated and separate
financial statements were approved by the
board of directors on 7 September 2018
and signed on its behalf by:

JJ Durand
Chairman
Sandton
7 September 2018

HL Bosman
Chief executive

DECLARATION BY THE COMPANY SECRETARY
I declare that, to the best of my knowledge, the company has lodged with the Registrar of Companies all such returns as are required of a
public company in terms of the Companies Act and that all such returns are true, correct and up to date.

SIGNATURES
EJ Marais
Company secretary
7 September 2018

DIRECTORS’ REPORT
Nature of business

ORDINARY SHARES

RMH is the biggest shareholder in FirstRand,
South Africa’s largest banking group, with a
34% stake. RMH is the founding shareholder
of FirstRand and views this as its core asset.
RMH is represented on all FirstRand’s
relevant strategic and governance forums,
which provides FirstRand with a responsible
and stable shareholder of reference.

There was no change in the authorised ordinary share capital during the year and no
ordinary shares were issued during the year.

On a selective basis, RMH invests in other
banking and property businesses. During
the current year, RMH Property invested
in Atterbury Europe. The transaction was
funded through preference share funding
raised in terms of the RMH debt programme.

Share capital
Details of the company’s authorised
share capital as at 30 June 2018
are shown in note 4 to the summary
financial statements.

At the annual general meeting of the shareholders of the company, held on
22 November 2017, a special resolution was passed authorising the board of the company
or the board of a subsidiary of the company to approve the purchase of shares in RMH
during the period up to and including the date of the following annual general meeting.
The repurchase is limited in any one financial year to a cumulative maximum of 5% of the
company’s issued share capital. This resolution is subject to the provisions of the Companies
Act and the JSE Listings Requirements. No shares were purchased in the current or
previous year.

PREFERENCE SHARES
During the current year there were no changes to the preference share capital issued
by RMH. Details are disclosed in note 5 to the summary financial statements.

Shareholder analysis
Based on information disclosed by STRATE and investigations conducted on behalf of the
company, the following shareholders have an interest of 5% or more in the issued ordinary
share capital of the company as at 30 June:
%
Financial Securities Limited (Remgro)
Royal Bafokeng Holdings Proprietary Limited (Royal Bafokeng)
Public Investment Corporation (PIC)
LL Dippenaar
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2018

2017

28
13
8
5

28
15
8
5

54

56

83

five | SUMMARY FINANCIAL STATEMENTS | DIRECTORS’ REPORT continued

Group results
A general review of the financial results
of the group and the operations of its
major investments is provided in the chief
executive’s review and the portfolio
review of the annual integrated report.

Dividends
The following ordinary dividends were
declared by RMH during the year
under review:
• An interim gross dividend for the
six-month period ended 31 December
2017 of 168.0 cents (2017:153.0 cents)
per ordinary share, declared on
7 March 2018 and paid on 3 April 2018.
• A final gross dividend for the year
ended 30 June 2018 of 183.0 cents
(2017: 174.0 cents) per ordinary share,
declared on 7 September 2018, payable
on 8 October 2018.
The last day to trade in RMH shares on a
cum-dividend basis in respect of the final
dividend will be Tuesday, 2 October 2018,
while the first day to trade ex-dividend will
be Wednesday, 3 October 2018. The record
date will be Friday, 5 October 2018 and the
payment date Monday, 8 October 2018.
No dematerialisation or rematerialisation
of shares may be done during the period
Wednesday, 3 October 2018 to Friday,
5 October 2018, both days inclusive.
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Directorate

Directors’ interests in RMH

The directorate consists of:

DIRECTORS’ INTERESTS
IN CONTRACTS

DIRECTORS
JJ Durand (chairman), HL Bosman
(chief executive and financial director),
JP Burger, P Cooper, (Ms) SEN de Bruyn,
LL Dippenaar, PK Harris, (Ms) A Kekana,
P Lagerström, (Ms) MM Mahlare,
MM Morobe, RT Mupita, O Phetwe and
JA Teeger

ALTERNATE DIRECTORS
F Knoetze, DA Frankel and DR Wilson

CHANGES
Effective 31 March 2018, GT Ferreira
(chairman), JW Dreyer and KC Shubane
retired from the board. In addition to these
members, PM Goss (lead independent
director) retired on 10 April 2018.
The following directors joined the board,
effective 31 March 2018: MM Mahlare,
RT Mupita, JA Teeger and DA Frankel
(as alternate to JA Teeger).

During the financial year, no contracts were
entered into in which directors or officers of
the company had an interest and which
significantly affected the business of the
group. The directors had no interest in any
third party or company responsible for
managing any of the business activities of
the group, except to the extent that they
are shareholders in RMH, as disclosed in this
report. Arm’s length banking and assurance
transactions entered into by the company’s
directors with the group’s associate
are disclosed in note 18 to the annual
financial statements, available on
www.rmh.co.za.

DIRECTORS’ INTERESTS IN ORDINARY SHARES OF RMH
According to the register of directors’ interests maintained by the company in accordance with section 30(4)(d) of the Companies Act, the
directors have disclosed the following interests in the ordinary shares of RMH as at 30 June:
Audited
000’s

Direct
beneficial

Indirect
beneficial

Held by
associates

Total
2018

%

Total
2017

Executive
HL Bosman
Non-executive
GT Ferreira (chairman) (retired 31 March 2018)
JJ Durand (appointed chairman 31 March 2018)
JP Burger
P Cooper
SEN de Bruyn
LL Dippenaar
JW Dreyer (retired 31 March 2018)
PM Goss (retired 10 April 2018)
PK Harris
A Kekana
P Lagerström
MM Mahlare (appointed 31 March 2018)
MM Morobe
RT Mupita (appointed 31 March 2018)
O Phetwe (appointed 1 September 2017)
JA Teeger (appointed 31 March 2018)
KC Shubane (retired 31 March 2018)
DA Frankel (alternate) (appointed 31 March 2018)
F Knoetze (alternate)
DR Wilson (alternate)

–

–

–

–

–

–

–
–
–
750
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
1 234
–
–
75 096
–
–
7 000
–
–
–
–
–
–
52
–
–
–
–

–
–
–
3 061
–
233
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
234
811
–
329
–
–
000
–
–
–
–
–
–
52
–
–
–
–

–
–
0.09
0.27
–
5.34
–
–
0.50
–
–
–
–
–
–
–
–
–
–
–

40 038
–
1 234
3 811
75 329
1
12 120
7 000
–
–
–
–
–
–
–
5
–
–
–

TOTAL

750

83 382

3 294

87 426

6.20

139 538

1
3
75

7

Since the end of the financial year to the date of this report, the interests of directors have remained unchanged.
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Directors’ emoluments and participation in incentive schemes
Directors’ emoluments and participation in incentive schemes are disclosed below.

DIRECTORS’ AND PRESCRIBED OFFICER EMOLUMENTS (AUDITED)

R’000
Executive and prescribed officer
HL Bosman – charged by RMI
Non-executive
GT Ferreira (chairman) (retired 31 March 2018)
JJ Durand (appointed chairman 31 March 2018)2
JP Burger3
P Cooper4
SEN de Bruyn
LL Dippenaar
JW Dreyer (retired 31 March 2018)
PM Goss (retired 10 April 2018)
PK Harris
A Kekana5
P Lagerström
MM Mahlare (appointed 31 March 2018)
Murphy Morobe
RT Mupita6 (appointed 31 March 2018)
O Phetwe (appointed 1 September 2017)
JA Teeger (appointed 31 March 2018)
KC Shubane (retired 31 March 2018)
DA Frankel (alternate) (appointed 31 March 2018)
F Knoetze (alternate)
DR Wilson (alternate)
TOTAL

Performancerelated

Total
2018

Total
2017

323

–

2 777

2 550

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

–
–
–
36 722
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

248
209
167
36 889
232
167
196
129
167
167
221
43
170
43
140
50
124
43
–
–

314
50
158
158
213
158
249
158
158
158
209
–
158
–
–
–
158
–
109
–

2 454

323

36 722

42 182

4 958

Services
as director

For other
services

Cash
packages

–

–

2 454

248
209
167
167
232
167
196
129
167
167
221
43
170
43
140
50
124
43
–
–

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

2 683

–

Other
benefits1

Notes:
1. “Other benefits” comprise provident fund, pension fund and medical aid contributions. The pension and provident fund contribution amounted to R247k
(2017: R234k).
2. Directors’ fees for services rendered by JJ Durand were paid to the Remgro group.
3. Directors’ fees for services rendered by JP Burger were paid to FirstRand.
4. During the current year, all outstanding RMH share appreciation rights awarded to P Cooper during his executive employment matured. Refer page 87 for detail.
5. Directors’ fees for services rendered by A Kekana were paid to Royal Bafokeng Holdings Limited.
6. Directors’ fees for services rendered by RT Mupita were paid to MTN Group Limited.
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DIRECTORS’ EMOLUMENTS PAID BY ASSOCIATE
Total
2018

Total
2017

Non-executive
JP Burger¹
HL Bosman²
P Cooper (resigned 30 April 2017)
LL Dippenaar (retired 31 March 2018)
JJ Durand³
PM Goss (retired 10 April 2018)
PK Harris
F Knoetze³

49 378
774
–
3 933
884
853
444
2 239

46 340
170
155
5 566
837
1 219
598
1 692

TOTAL

58 505

56 577

R’000

Notes:
1. This amount includes JP Burger’s total earnings for the year from FirstRand as an executive director. His remuneration includes total compensation for being
a prescribed officer of FirstRand. Prescribed officer remuneration disclosure has been aligned with King IV single figure reporting, which requires the disclosure
of the performance-related incentives (both cash and deferred) in respect of the year and delivery of the past years long-term incentive awards (CIP)
dependent on the fulfilment of the conditions during the year. The long-term CIP included in JP Burger’s remuneration is the CIP settled in the financial year
at original award value.
2. Directors’ fees for services rendered by HL Bosman were paid to RMH.
3. Directors’ fees for services rendered by JJ Durand and F Knoetze were paid to the Remgro group.

DIRECTORS’ PARTICIPATION IN RMH SHARE SCHEMES (AUDITED)

Share
RMH share
appreciation rights
P Cooper

HL Bosman

RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH
RMH

Strike price
(cents)

3 582
3 582
3 582
4 341
4 341
4 341
4 781
4 781
4 781
6 395
6 395
6 395
6 039
6 039
6 039
6 603
6 603
6 603
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Exercise
date

Opening
balance
as at
1 July 2017
000’s

14/09/2015
14/09/2016
14/09/2017
14/09/2016
14/09/2017
14/09/2018
02/04/2017
02/04/2018
02/04/2019
14/09/2018
14/09/2019
14/09/2020
14/09/2019
14/09/2020
14/09/2021
14/09/2020
14/09/2021
14/09/2022

275
275
275
73
73
72
126
126
126
6
6
6
40
40
40
–
–
–

Issued
000’s

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
36
36
36

Forfeited
000’s

–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–
–

Exercised
000’s

(275)
(275)
(275)
(73)
(73)
(72)
–
–
–
–
–
–
–
–
–
–
–

Closing
balance
as at
30 June
2018
000’s

–
–
–
–
–
–
126
126
126
6
6
6
40
40
40
36
36
36

Benefit
derived
R’000

7
7
7
2
2
1
3
3
3

606
606
606
019
019
991
073
073
073
47
47
47
470
470
470
220
220
220
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DIRECTORS’ PARTICIPATION IN RMH OWNERSHIP PARTICIPATION STRUCTURE (AUDITED)

HL Bosman

RMH Property Holdco
Proprietary Limited
RMH Property Holdco
Proprietary Limited
RMH Property Holdco
Proprietary Limited
RMH Property Holdco
Proprietary Limited

Number
of shares
granted

Percentage
holding
%

Value
per share
R

Hurdle
rate
%

Value
granted
R’000

Movement
during
the year
R’000

Closing
balance
as at
30 June
2018
R’000

250

2.50

–

Prime

–

–

–

250

2.50

–

Prime

–

–

–

250

2.50

–

Prime

–

–

–

250

2.50

–

Prime

–

–

–

1
2
3
4

Directors’ service contracts

Special resolutions

All eligible, non-executive directors are elected for a period of
three years. Executive directors have a notice period of one month.
Directors are not entitled to additional compensation in the event
of being removed from office.

A full list of the special resolutions passed by the company during
the year is available to shareholders on request.

Insurance
RMH has appropriate insurance cover against crime risks as well
as professional indemnity.

Company secretary
and registered address
EJ Marais is the company secretary. Her address is that of the
company’s registered office. The company’s registered office is at:
3rd Floor, 2 Merchant Place, corner Fredman Drive and Rivonia
Road, Sandton, 2196.

Events subsequent to reporting date
Other than for the final dividend declaration, subsequent to the
year-end, FirstRand concluded a transaction with Discovery, through
the issuance of preference shares, for the ultimate transfer and
disposal of its remaining effective 25.01% interest in Discovery Card
and Discovery Bank, respectively. The consideration for this
transaction is R1.8 billion, which, together with the preference share
issuance of R1.3 billion in 2016, results in a total value unlock for
FirstRand shareholders of approximately R3 billion. As at 30 June 2018,
FNB’s assets include Discovery Card advances with a gross value
of R4.4 billion, which will also be transferred at carrying value. This
transaction is expected to be concluded during the financial year
ending 30 June 2019.
The consolidated and separate financial statements were
approved and signed by the chairman and chief executive on
7 September 2018, having been duly authorised to do so by
the board of directors.
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INDEPENDENT AUDITOR’S REPORT
ON THE SUMMARY CONSOLIDATED
AND SEPARATE FINANCIAL STATEMENTS
TO THE SHAREHOLDERS OF RMB
HOLDINGS LIMITED
OPINION
The summary consolidated and separate financial statements of
RMH, set out on pages 90 to 120 of the annual integrated report,
which comprise the summary consolidated and separate
statement of financial position as at 30 June 2018, the summary
consolidated and separate income statement, the summary
consolidated and separate statements of other comprehensive
income, changes in equity and cash flows for the year then ended,
and related notes, are derived from the audited consolidated
and separate annual financial statements of RMH for the year
ended 30 June 2018.
In our opinion, the accompanying summary consolidated and
separate financial statements are consistent, in all material respects,
with the audited consolidated and separate annual financial
statements, in accordance with the requirements of the JSE
Limited’s Guidance Letter: Summary of Financial Statements
(25 July 2011), as set out in the basis of presentation to the summary
consolidated and separate financial statements, and the
requirements of the Companies Act of South Africa as applicable
to summary financial statements.

SUMMARY CONSOLIDATED AND SEPARATE
FINANCIAL STATEMENTS
The summary consolidated and separate financial statements do
not contain all the disclosures required by International Financial
Reporting Standards and the requirements of the Companies Act
of South Africa as applicable to annual financial statements.
Reading the summary consolidated and separate financial
statements and the auditors’ report thereon, therefore, is not a
substitute for reading the audited consolidated and separate
financial statements and the auditors’ report thereon. The summary
consolidated and separate financial statements and the audited
consolidated and separate annual financial statements do not
reflect the effects of events that occurred subsequent to the date
of our report on the audited consolidated and separate annual
financial statements.

ANNUAL INTEGRATED REPORT 2018

THE AUDITED CONSOLIDATED AND SEPARATE
ANNUAL FINANCIAL STATEMENTS AND OUR
REPORT THEREON
We expressed an unmodified audit opinion on the audited
consolidated and separate annual financial statements in our
report dated 7 September 2018. That report also includes
communication of key audit matters. Key audit matters are
those matters that, in our professional judgment, were of most
significance in our audit of the consolidated and separate
annual financial statements of the current period.

DIRECTORS’ RESPONSIBILITY FOR THE
SUMMARY CONSOLIDATED AND SEPARATE
FINANCIAL STATEMENTS
The directors are responsible for the preparation of the summary
consolidated and separate financial statements in accordance
with the requirements of the JSE Limited’s Guidance Letter:
Summary of Financial Statements (25 July 2011), set out in the basis
of presentation to the summary consolidated and separate
financial statements, and the requirements of the Companies Act
of South Africa as applicable to summary financial statements.

AUDITORS’ RESPONSIBILITY
Our responsibility is to express an opinion on whether the summary
consolidated and separate financial statements are consistent, in
all material respects, with the audited consolidated and separate
annual financial statements based on our procedures, which
were conducted in accordance with International Standard on
Auditing (ISA) 810 (Revised), Engagements to Report on Summary
Financial Statements.

PRICEWATERHOUSECOOPERS INC.
Director: Francois Prinsloo
Registered auditor
Johannesburg
24 October 2018
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SUMMARY CONSOLIDATED AND SEPARATE
STATEMENT OF FINANCIAL POSITION
As at 30 June
GROUP
R million
Assets
Cash and cash equivalents
Loans and receivables
Investment securities
Taxation receivable
Derivative financial instruments
Deferred tax asset
Investment in associates
Investment in subsidiaries

Note

1
1
2
3

TOTAL ASSETS
Equity
Capital and reserves attributable to the company’s equity holders
Share capital and premium
Reserves

4

TOTAL EQUITY
Liabilities
Trade and other payables
Financial liabilities
Derivative financial instruments
Long-term liabilities
Deferred tax liability
TOTAL LIABILITIES
TOTAL EQUITY AND LIABILITIES

90

5
1

COMPANY

2018

2017

2018

2017

43
57
523
4
55
–
48 590
–

39
114
334
5
8
4
43 130
–

38
1
202
4
36
–
–
13 024

33
2
211
5
8
–
–
12 652

49 272

43 634

13 305

12 911

8 825
37 498

8 825
32 556

8 825
2 004

8 825
1 872

46 323

41 381

10 829

10 697

232
2 692
–
–
25

81
2 154
6
1
11

1 257
1 202
–
–
17

999
1 197
6
1
11

2 949

2 253

2 476

2 214

49 272

43 634

13 305

12 911

SUMMARY CONSOLIDATED AND SEPARATE
INCOME STATEMENT
For the year ended 30 June
GROUP
R million

Note

COMPANY

2018

2017

2018

2017

26
8 812
18
(45)

16
8 374
3
6

5 068
–
16
25

4 540
–
3
6

Net income
Administration expenses

8 811
(56)

8 399
(40)

5 109
(46)

4 549
(39)

Income from operations
Finance costs

8 755
(173)

8 359
(152)

5 063
(88)

4 510
(148)

Profit before tax
Income tax expense

8 582
(22)

8 207
(5)

4 975
(15)

4 362
(5)

PROFIT FOR THE YEAR

8 560

8 202

4 960

4 357

606.5
606.5

581.2
581.2

Revenue
Share of after-tax profit of associate
Fee income
Net fair value (loss)/gain on financial assets and liabilities

Earnings per share (cents)
– Basic
– Diluted

2

6
6

SUMMARY CONSOLIDATED AND SEPARATE
STATEMENT OF COMPREHENSIVE INCOME
For the year ended 30 June
GROUP
R million

Note

Profit for the year
Other comprehensive income after tax
Items that may subsequently be reclassified to profit or loss
Share of other comprehensive profit/(loss) of associate after tax
and non-controlling interest*
Net profit/(loss) on available-for-sale financial asset

COMPANY

2018

2017

2018

2017

8 560

8 202

4 960

4 357

(742)
(14)

–
–

–
–

(18)
4

–
–

–
–

250
21

Gains/(losses) arising during the year
Deferred income tax

27
(6)

Exchange difference on translating foreign operations
Items that may not subsequently be reclassified to profit or loss
Share of other comprehensive loss of associate after tax
and non-controlling interest

94

–

–

–

13

58

–

–

378

(698)

–

–

4 960

4 357

OTHER COMPREHENSIVE INCOME/(LOSS) FOR THE YEAR
TOTAL COMPREHENSIVE INCOME FOR THE YEAR
*

8 938

7 504

Large movement due to translation of FirstRand's foreign operations.
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SUMMARY CONSOLIDATED
STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June
GROUP

R million
Balance as at 1 July 2016
Total comprehensive income
Dividends paid
Income of associates retained
Reserve movements relating to associate

Share
capital
and
premium
8 825
–
–
–
–

Equity
accounted
reserves
26 245
(684)
–
3 722
76

Available-forsale reserve
–
(14)
–
–
–

Foreign
currency
translation
reserve

Other
reserves

–
–
–
–
–

333
–
–
–
–

BALANCE AS AT 30 JUNE 2017

8 825

29 359

(14)

–

333

Balance as at 1 July 2017
Total comprehensive income
Dividends paid
Income of associates retained
Reserve movements relating to associates

8 825
–
–
–
–

29 359
263
–
3 971
832

(14)
21
–
–
–

–
94
–
–
–

333
–
–
–
–

BALANCE AS AT 30 JUNE 2018

8 825

34 425

7

94

333

Note

Retained
earnings
2 841
8 202
(4 320)
(3 722)
(123)
2 878
2
8
(4
(3

878
560
828)
971)
–

Total
equity
38 244
7 504
(4 320)
–
(47)
41 381
41 381
8 938
(4 828)
–
832

2 639

46 323

Retained
earnings

Total
equity

4

SUMMARY SEPARATE
STATEMENT OF CHANGES IN EQUITY
For the year ended 30 June
COMPANY

R million
Balance as at 1 July 2016
Total comprehensive income
Dividends paid

Share
premium

Other
reserves

14
–
–

8 811
–
–

333
–
–

1 502
4 357
(4 320)

10 660
4 357
(4 320)

BALANCE AS AT 30 JUNE 2017

14

8 811

333

1 539

10 697

Balance as at 1 July 2017
Total comprehensive income
Dividends paid

14
–
–

8 811
–
–

333
–
–

1 539
4 960
(4 828)

10 697
4 960
(4 828)

BALANCE AS AT 30 JUNE 2018

14

8 811

333

1 671

10 829

4

4

Note

92

Share
capital

SUMMARY CONSOLIDATED AND SEPARATE
STATEMENT OF CASH FLOWS
For the year ended 30 June
GROUP
R million

Note

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

A

NET CASH GENERATED FROM OPERATING ACTIVITIES
Cash flow from investing activities
Investment in subsidiaries
Investment in associates
Additions to investments securities
Additions to derivatives

2

NET CASH OUTFLOW IN INVESTMENT ACTIVITIES
Cash flow from financing activities
Preference shares issued
Borrowings withdrawn
Borrowings repaid
Interest paid
Dividends paid on preference shares in issue
Dividends paid to equity holders
NET CASH OUTFLOW IN FINANCING ACTIVITIES

COMPANY

2018

2017

2018

2017

5 201
(8)

4 404
(7)

5 296
(8)

5 431
(7)

5 193

4 397

5 288

5 424

–
(397)
(157)
(11)

–
(699)
(141)
–

(372)
–
–
–

(920)
–
–
–

(565)

(840)

(372)

(920)

372
5
–
(5)
(168)
(4 828)

–
957
(21)
(64)
(88)
(4 320)

–
5
–
–
(88)
(4 828)

–
–
(21)
(64)
(84)
(4 320)

(4 624)

(3 536)

(4 911)

(4 489)

B

Net increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year

4
39

21
18

5
33

15
18

CASH AND CASH EQUIVALENTS AT THE END OF THE YEAR

43

39

38

33
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NOTES TO THE SUMMARY
CONSOLIDATED AND SEPARATE
STATEMENT OF CASH FLOWS
For the year ended 30 June
GROUP
R million

COMPANY

2018

2017

2018

2017

8 582

8 207

4 975

4 362

(3 730)
–
–
173
(16)
–
(4)
196

(3 846)
(1)
64
88
(7)

A. CASH FLOWS FROM OPERATING ACTIVITIES
Reconciliation of profit before tax to cash generated from operations
Profit before tax
Adjusted for:
Share of profits of associates including impairments
Accruals
Interest paid
Dividends paid on preference shares in issue
Fair value adjustment
Changes in working capital
– Current receivables and prepayments
– Current payables and provisions

94

(111)
10

–
(1)
–
88
(25)
–
1
258

–
(1)
64
84
(7)
1
928

CASH GENERATED FROM OPERATIONS

5 201

4 404

5 296

5 431

B. NET DEBT RECONCILIATION
Borrowings
Less: Cash and cash equivalents

2 531
(43)

2 154
(39)

1 202
(38)

1 197
(33)

NET DEBT

2 488

2 115

1 164

1 164

Gross borrowings – fixed rate
Gross borrowings – variable rate
Less: Cash and cash equivalents

957
1 574
(43)

957
1 197
(39)

–
1 202
(38)

–
1 197
(33)

NET DEBT

2 488

2 115

1 164

1 164

KEY JUDGMENTS IN APPLYING
ACCOUNTING POLICIES AND OPTIONS
ELECTED, WHERE PERMITTED BY IFRS
Detailed accounting policies are reflected
in the annual financial statements available
on www.rmh.co.za.

Below is a summary of key judgments and accounting elections.
RMH made the following accounting elections in terms of IFRS, with reference to the detailed accounting policy:
• Regular way purchases or sales of financial assets are recognised and derecognised using trade date accounting; and
• Investment in subsidiaries and associates are carried at cost in the separate annual financial statements.
RMH made the following key judgments in applying accounting policies:
• Any impairment loss in an investment in an associate is recognised by comparing the carrying value to the recoverable amount. Further
detail is provided in note 2;
• In making the judgment regarding the impairment of financial assets, RMH evaluates factors such as, inter alia, evidence of a deterioration
in the financial health of the issuer, industry and sector performance; and
• Valuation of Level 3 fair value instruments uses valuation techniques with significant unobservable data. Further detail is provided in note 10.
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SELECTED NOTES TO THE SUMMARY
CONSOLIDATED AND SEPARATE
FINANCIAL STATEMENTS
GROUP
R million

1.

COMPANY

2018

2017

2018

2017

202

211

202

211

151

123

–

–

170

–

–

–

Investment securities

523

334

202

211

Analysis of investment securities
– Equities
– Debt securities

353
170

334
–

202
–

211
–

Total investment securities

523

334

202

211

Financial instruments

1.1 INVESTMENT SECURITIES
Listed
Equity instruments held for trading
Unlisted
Equity instruments classified as available-for-sale
Unlisted
Corporate debt securities

From 1 July 2018, debt securities carried at amortised cost will be subject to the expected credit loss model in terms of IFRS 9.
Management has done an assessment of balances as at 30 June 2018 and no material adjustment will be required to opening
retained income as a result of the transition to IFRS 9.
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1.

Financial instruments continued

1.2 DERIVATIVE FINANCIAL INSTRUMENTS HELD FOR TRADING
Use of derivatives
The notional amounts of the derivative instruments do not necessarily indicate the amounts of future cash flows involved or the current
fair value of the instruments and, therefore, do not represent the group’s exposure to credit or market risk. Derivative instruments
become favourable (assets) or unfavourable (liabilities), based on changes in market prices and counterparty credit ratings. The
aggregate notional amount of derivative financial instruments, the extent to which the instruments are favourable or unfavourable
and the aggregate fair value can fluctuate over time.
As at 30 June
GROUP

R million

2018

2017

Over the counter

Over the counter

Notional

Fair value

Notional

Fair value

Derivative assets
Held for trading
Equity derivatives
– Swaps
– Options

302
31

36
19

92
–

8
–

HELD FOR TRADING

333

55

92

8

COMPANY
2018

2017

Over the counter

Over the counter

Notional

Fair value

Notional

Fair value

Derivative assets
Held for trading
Equity derivatives
– Swaps

302

36

92

8

HELD FOR TRADING

302

36

92

8

R million

GROUP AND COMPANY
2018

2017

Over the counter

Over the counter

Notional

Fair value

Notional

Fair value

Derivative liabilities
Held for trading
Equity derivatives
– Swaps

–

–

163

6

HELD FOR TRADING

–

–

163

6

R million

Refer to note 10, which provides additional detail on the valuation of derivatives
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As at 30 June
GROUP
R million

2.

COMPANY

2018

2017

2018

2017

Shares at cost
Share of post-acquisition reserves

10 785
37 805

10 244
32 886

–
–

–
–

CLOSING CARRYING VALUE

48 590

43 130

–

–

Investment in associates

For the year ended 30 June
Analysis of movement in the carrying value of associate
Opening carrying value
Cost of new associates bought and additional investments made
Shareholder’s loan to associate
Share of after-tax profits of associate
Impairments
Dividends received
Share of associate’s other reserves
Foreign currency translation
Change in effective shareholding
Value of shares issued in wholly-owned subsidiary in exchange
for investment in associate*
Shareholders’ loan transferred to trade accounts and receivable

43 130
397
144
9 064
(247)
(5 082)
1 095
94
(5)

CLOSING CARRYING VALUE

48 590

*

–
–

39 316
699
48
8 375
–
(4 528)
(731)
–
(1)

–
–
–
–
–
–
–
–
–

11 732
–
–
–
–
–
–
–
–

–
(48)

–
–

(11 732)
–

43 130

GROUP
R million
Carrying values of associates
Listed
FirstRand Limited
Unlisted
Atterbury Property Holdings Proprietary Limited
Atterbury Europe Holding BV
Genesis Properties Three Proprietary Limited
Propertuity Development Proprietary Limited
CLOSING CARRYING VALUE
Market value at closing price on 30 June
Listed
FirstRand Limited

98

–

–

During 2017, the 34.1% interest in FirstRand was swapped for shares in RMH Assets Holding Company Proprietary Limited as part of the group restructure.

COMPANY

2018

2017

2018

2017

46 557

42 427

–

–

620
1 408
5
–

480
–
–
223

–
–
–
–

–
–
–
–

48 590

43 130

–

–

122 058

90 077

–

–

2.

Investment in associates continued
Number of shares
The group’s interests in its associates are as follows:
Name of associates
Listed
FirstRand Limited
– % of ownership
– % of voting rights
Unlisted
Atterbury Property Holdings Proprietary Limited
– % of ownership
– % of voting rights
Atterbury Europe Holding BV
– % of ownership
– % of voting rights
Genesis Properties Three Proprietary Limited
– % of ownership
– % of voting rights
Propertuity Development Proprietary Limited
– % of ownership
– % of voting rights

Percentage held

2018

2017

1 910 433 050

1 910 433 050

28 448 276

31 932

80

54 413

2018

2017

34.06
34.07

34.06
34.07

27.50
27.50

27.50
27.50

43.87
43.87

–
–

40.00
40.00

40.00
40.00

49.85
49.85

34.06
34.06

28 448 276

–

80

8 972

DETAIL OF ASSOCIATES
Listed
FirstRand Limited
Financial year-end

30 June

Year used for equity accounting

30 June

Country of incorporation

R million
Statement of financial position
Assets
Current assets
Non-current assets

Republic of South Africa

2018

2017

593 144
939 145

518 304
699 403

TOTAL ASSETS

1 532 289

1 217 707

Current liabilities
Non-current liabilities

1 102 841
298 650

918 219
182 304

TOTAL LIABILITIES

1 401 491

1 100 523

NET ASSET VALUE

130 798

117 184

RMH’s share of net asset value
Notional goodwill

41 229
5 328

37 099
5 328

CLOSING CARRYING VALUE

46 557

42 427

Statement of comprehensive income
Net profit for the year
Other comprehensive income

28 144
676

26 139
(2 053)

TOTAL COMPREHENSIVE INCOME

28 820

24 086
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2.

Investment in associates continued
DETAIL OF ASSOCIATES continued
Unlisted
RMH Property
Financial year-end

Various

Year used for equity accounting

Various

Country of incorporation

Various

Date acquired

Various

R million

2018

2017

Statement of financial position
Assets
Current assets
Non-current assets

734
11 759

637
5 028

TOTAL ASSETS

12 493

5 665

Current liabilities
Non-current liabilities

4 168
3 374

411
3 420

TOTAL LIABILITIES

7 542

3 831

NET ASSET VALUE

4 951

1 834

RMH Property’s share of net asset value
Notional goodwill

1 896
137

583
120

CLOSING CARRYING VALUE

2 033

703

Statement of comprehensive income
Net profit for the year
Other comprehensive income
TOTAL COMPREHENSIVE INCOME
GUARANTEES ISSUED IN RESPECT OF FUNDING EXCLUDED FROM CARRYING VALUE

138
116

71
(15)

254

56

1 352

684

Impairment of associate
Propertuity has materially underperformed against expectations due to various factors including: overly optimistic asset selection
and unrealistic valuation expectations, limited management capacity, excessive gearing and operational challenges. RMH, with
the assistance of expert advisors, performed extensive valuation and diligence work on the Propertuity investment proposition
and, in hindsight, underestimated the operational complexity of expanding the business.
The Propertuity shareholders have taken significant measures to reduce losses herein, including changes to strategy and management,
a rationalisation of the portfolio and the introduction of seasoned property developers and managers. This asset is not expected to
materially impact RMH Property’s future earnings and has been impaired with adequate provisions recognised for related contingencies.
The fair value was determined by adjusting the net asset value received from Propertuity with management’s valuation of the
underlying assets. Contingencies were added and the new net asset value was used to determine the recoverable amount.

100

As at 30 June
COMPANY
R million

3.

2018

2017

13 024

12 652

100
100

100
100

Investment in subsidiaries
Unlisted shares at cost
Percentage interest held in unlisted shares (%)
RMH Treasury Company Limited
RMH Asset Holding Company Proprietary Limited

Consistent with the group’s strategy, RMH has become more active and considers select diversification and investment opportunities.
This change in strategy from being a passive investment holding company required an evaluation of the existing corporate structure
and, more specifically, the investment processes and the capital and funding structures:
• The operational structure of RMH was benchmarked to those of other investment holding companies with similar strategies.
The aim was to ensure that the structure was optimal and that unnecessary delays in the investment process were reduced
or eliminated; and
• RMH could approach the capital markets to raise funds for its various investment activities. An optimal corporate structure
would enable RMH to obtain the best funding rates, comply with market precedent and maintain a high standard
of corporate governance.
After careful deliberation and bearing the objectives (set out above) in mind, it was decided in the prior financial year that
the structure could be improved and a decision was made to internally restructure the RMH group.
During the year ended 30 June 2017, the RMH group was restructured by means of:
• The establishment of a wholly-owned treasury company, namely RMH Treasury Company Limited, for purposes of raising funds
for investment activities; and
• The establishment of a wholly-owned investment holding company, namely RMH Asset Holding Company Proprietary Limited,
for purposes of housing RMH’s equity investments, including RMH’s current direct interest of 34.1 percent in FirstRand’s issued share
capital and the existing and planned property investments, in ring-fenced holding companies.
The new group structure was achieved by means of implementation of various asset-for-share transactions, in terms of section 42
of the Income Tax Act, 58 of 1962. The process was completed in the comparative period on 12 June 2017.
The restructure did not result in any accounting profit and had no economic substance. It also had no cash flow impact. During the
current year, RMH Asset Holding Company Proprietary Limited issued a further 28 512 996 shares for a consideration of R372 million
to RMH Company.
GROUP AND COMPANY
Number of
shares
(million)

R million

4.

Share
capital

Share
premium

Total

Share capital and premium
As at 30 June 2017

1 411.7

14

8 811

8 825

As at 30 June 2018

1 411.7

14

8 811

8 825

The total authorised number of shares is 2 000 000 000 (2017: 2 000 000 000), with a par value of one cent per share (2017: one cent).
During the current year, no shares were issued (2017: nil). 5 % of the unissued share capital is under the control of the board of directors
until the forthcoming annual general meeting.
The total authorised number of redeemable cumulative preference shares is 100 000 000 (2017: 100 000 000), with a par value of one
cent per share (2017: one cent). During the year, no preference shares were issued. As these preference shares are redeemable, they
are classified as financial liabilities at amortised cost (see note 5). All preference shares are unlisted.
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As at 30 June
GROUP
R million

5.

COMPANY

2018

2017

2018

2017

Variable rate, cumulative, redeemable preference shares
Fixed rate, cumulative, redeemable preference shares
Interest-bearing loans
Accrued redeemable preference dividend
Financial guarantee contract liability
Short-term portion of accrued preference dividend transferred to trade
and other payables

1 552
957
22
31
161

1 180
957
17
18
–

1 180
–
22
15
–

1 180
–
17
15
–

FINANCIAL LIABILITIES

2 692

Financial liabilities

(31)

(18)
2 154

(15)
1 202

(15)
1 197

GROUP AND COMPANY
R million
Shares in issue at the beginning of the year
Variable rate, cumulative, redeemable preference shares
Number of shares
Dividend rate
Redemption date
Issue price
Listing status

2018

2017

11 800
71.67% of Prime
10 June 2020
R100 000 per share
Unlisted

11 800
71.67% of Prime
10 June 2020
R100 000 per share
Unlisted

GROUP
R million
Fixed rate, cumulative, redeemable preference shares
Number of shares
Dividend rate
Redemption date
Issue price
Number of shares
Dividend rate
Redemption date
Issue price
Listing status

2018

2017

667 829
7.08%
10 June 2020
R1 000 per share
289 800
7.34%
15 June 2020
R1 000 per share
Unlisted

667 829
7.08%
10 June 2020
R1 000 per share
289 800
7.34%
15 June 2020
R1 000 per share
Unlisted

GROUP
R million
Shares issued during the year
Number of shares
Dividend rate
Redemption date
Issue price
Listing status

2018

2017

371 825
70% of Prime
24 July 2021
R1 000 per share
Unlisted

–
–
–
–
–

GROUP AND COMPANY
2018

2017

Interest-bearing loans
Funding raised by the company

R million

22

17

BALANCE AS AT 30 JUNE

22

17

The company financed its obligation by means of a loan obtained from FirstRand Bank Limited. The loan is unsecured and bears
interest at a rate linked to prime.
102

GROUP
R million

6.

cents per share

2018

2017

2018

2017

Earnings, headline earnings and dividend
per share
Earnings attributable to ordinary equity holders
– Basic
– Diluted
Headline earnings
– Basic
– Diluted
Ordinary dividend declared during the year

8 560
8 560

8 202
8 202

606.5
606.5

581.2
581.2

8 851
8 851
4 955

7 927
7 927
4 616

627.2
627.2
351.0

561.7
561.7
327.0

– Interim
– Final*

2 372
2 583

2 160
2 456

168.0
183.0

153.0
174.0

Ordinary dividends paid during the year

4 828

4 320

342.0

296.0

*

A final gross dividend for the year ended 30 June 2018 of 183.0 cents (2017: 174.0 cents) per ordinary share, declared on 7 September 2018, payable
on 8 October 2018.

GROUP
2018

2017

6.1 WEIGHTED AVERAGE NUMBER OF SHARES
Number of shares issued as at 30 June
Number of treasury shares

1 411 703 218
(353 753)

1 411 703 218
(420 753)

NUMBER OF SHARES

1 411 349 465

1 411 282 465

Weighted number of shares issued as at 30 June
Weighted number of treasury shares

1 411 703 218
(423 666)

1 411 703 218
(395 684)

WEIGHTED NUMBER OF SHARES

1 411 279 552

1 411 307 534

Weighted number of shares issued as at 30 June
Diluted weighted number of treasury shares

1 411 279 552
–

1 411 307 534
–

DILUTED WEIGHTED NUMBER OF SHARES

1 411 279 552

1 411 307 534
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GROUP
2018
R million

6.

Gross

2017
Net

Gross

Net

Earnings, headline earnings and dividend
per share continued

6.2 HEADLINE EARNINGS RECONCILIATION
Earnings attributable to ordinary equity holders
Adjusted for:
Adjustments made by associates:
– Gain on disposal of investment securities and other investments
of capital nature
– Loss due to the fair value adjustment of a non-current asset held for sale
– Gain on disposal of available-for-sale assets
– Transfer to foreign currency translation reserve
– Loss on disposal of investments in non-private equity associates
– Impairment of investments in non-private equity associates
– Gain on disposal of investments in subsidiaries
– Loss/(gain) on disposal of property and equipment
– Fair value movement on investment properties
– Impairment of goodwill
– Impairment of assets in terms of IAS 36
– Gain from a bargain purchase
– Other
RMH’s own adjustments:
– Loss on deemed sale of associate due to change in effective shareholding
– Impairment of assets in terms of IAS 36
– Impairment of associate (refer note 2)
HEADLINE EARNINGS ATTRIBUTABLE TO ORDINARY EQUITY HOLDERS

104

8 560
291

(10)
–
31
37
–
–
(33)
(21)
(10)
4
14
(14)
(10)

(8)
–
23
29
–
–
(26)
(12)
(7)
2
7
(14)
(6)

(5)
61
247

(5)
61
247
8 851

8 202
(275)

(1)
32
(18)
2
1
(619)
5
–
41
126
–
–
1
–
–

(1)
32
(11)
–
2
1
(464)
3
–
41
121
–
–
1
–
–
7 927

7.

Segment reporting
GROUP
R million

FNB

Year ended 30 June 2018
Revenue
Share of after-tax profit
of associates
Fee income
Net fair value (loss)/gain on
financial assets and liabilities

FCC and
RMB WesBank Aldermore
other

FirstRand

RMH
Property

Other

RMH

18

8

26

(236)
–

5
18

8 812
18

–

–

–

–

–

–

5 068
–

2 496
–

1 235
–

94
–

150
–

9 043
–

–

–

–

–

–

–

(53)

8

Net income
Administration expenses

5 068
–

2 496
–

1 235
–

94
–

150
–

9 043
–

(271)
(10)

39
(46)

8 811
(56)

(45)

Income from operations
Finance costs

5 068
–

2 496
–

1 235
–

94
–

150
–

9 043
–

(281)
(5)

(7)
(168)

8 755
(173)

Profit before tax
Income tax expense

5 068
–

2 496
–

1 235
–

94
–

150
–

9 043
–

(286)
(6)

(175)
(16)

8 582
(22)

PROFIT FOR THE YEAR

5 068

2 496

1 235

94

150

9 043

(292)

(191)

8 560

Headline earnings
Normalised earnings
As at 30 June 2018
Assets
Investment in associates

5 068
5 067

2 496
2 495

1 235
1 235

94
94

137
104

9 030
8 995

16
16

(195)
(196)

8 851
8 815

–
–

–
–

–
–

–
–

–
–

–
46 557

397
2 033

285
–

682
48 590

TOTAL ASSETS

–

–

–

–

–

46 557

2 430

285

49 272

TOTAL LIABILITIES

–

–

–

–

–

–

363

2 586

2 949

FCC
RMB WesBank and other FirstRand

RMH
Property

Other

RMH
16

GROUP
R million

FNB

Year ended 30 June 2017
Revenue
Share of after-tax profit
of associates
Investment income
Net fair value gain on financial
assets and liabilities

–

–

–

–

–

6

10

4 361
–

2 356
–

1 361
–

293
–

8 371
–

4

(1)
3

–

–

–

–

–

–

6

Net income
Administration expenses

4 361
–

2 356
–

1 361
–

293
–

8 371
–

10
–

18
(40)

8 399
(40)

Income from operations
Finance costs

4 361
–

2 356
–

1 361
–

293
–

8 371
–

10
(2)

(22)
(150)

8 359
(152)

Profit before tax
Income tax expense

4 361
–

2 356
–

1 361
–

293
–

8 371
–

8
–

(172)
(5)

8 207
(5)

8 374
3
6

PROFIT FOR THE YEAR

4 361

2 356

1 361

293

8 371

8

(177)

8 202

Headline earnings
Normalised earnings
As at 30 June 2017
Assets
Investment in associates

4 361
4 360

2 356
2 356

1 361
1 361

17
257

8 095
8 334

8
8

(176)
(176)

7 927
8 166

–
–

–
–

–
–

–
–

–
42 427

244
703

260
–

504
43 130

TOTAL ASSETS

–

–

–

–

42 427

947

260

43 634

TOTAL LIABILITIES

–

–

–

–

–

2 253

2 253
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7.

Segment reporting continued
GEOGRAPHICAL SEGMENTS
R million
Year ended 30 June 2018
Share of after-tax profit of associates
Profit for the year
As at 30 June 2018
Investment in associates

South
Africa

United
Kingdom

Europe

RMH

8 674
8 422

94
94

44
44

8 812
8 560

47 182

–

1 408

48 590

In the prior year, RMH did not have multiple geographic segments as both FirstRand and RMH Property were viewed as South African
entities with the majority of their underlying businesses also in South Africa.

8.

Contingent liabilities
As at 30 June 2018, RMH had issued guarantees in respect of debt funding raised in terms of the debt programme to the value
of R2 833 million (2017: R1 603 million).
Of this amount, R1 480 million relates to the holders of preference shares and notes issued by RMH Treasury Company Limited and the
balance to funding facilities provided to RMH Property associates.

9.

Subsequent events
Events subsequent to the reporting date are dealt with in the directors’ report.

10. Fair value measurements and analysis of assets and liabilities
This note provides information about how the fair values of instruments are determined and includes judgments and explanations
on the uncertainty estimation involved.

VALUATION METHODOLOGY APPLIED
Fair value is defined as the price that would be received to sell an asset or paid to transfer a liability in an orderly transaction between
market participants at the measurement date, i.e. an exit price. Fair value is therefore a market-based measurement and, when
measuring fair value, RMH uses the assumptions that market participants would use when pricing an asset or liability under current
market conditions, including assumptions about risk. When determining fair value it is presumed that the entity is a going concern
and the fair value is therefore not an amount that represents a forced transaction, involuntary liquidation or a distressed sale.
The fair value of non-traded derivatives is based on discounted cash flow models and option pricing models, as appropriate. The group
recognises derivatives as assets when the fair value is positive and as liabilities when the fair value is negative .The best evidence of the
fair value of a financial instrument at initial recognition is the transaction price (i.e. the fair value of the consideration given or
received), unless the fair value of that instrument is evidenced by comparison with other observable current market transactions in the
same instrument (i.e. without modification or repackaging), or based on a valuation technique with variables that include only data
from observable markets. When such evidence exists, the group recognises profits or losses on day one. Where fair value is determined
using valuation techniques with variables that include non-observable market data, the difference between the fair value and the
transaction price (the day one profit or loss) is not recognised in the statement of financial position. These differences are, however,
monitored for disclosure purposes. If observable market factors that market participants would consider in setting a price subsequently
become available, the balance of the deferred day one profit or loss is released to profit or loss.

FAIR VALUE MEASUREMENT
Fair value measurements are determined on both a recurring and non-recurring basis.

Recurring fair value measurements
Recurring fair value measurements are those for assets and liabilities that IFRS requires or permits to be recognised at fair value
and are recognised in the statement of financial position at reporting date. This includes financial assets, financial liabilities and
non-financial assets.

Financial instruments
When determining the fair value of a financial instrument, RMH uses the most representative price.
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10. Fair value measurements and analysis of assets and liabilities continued
FAIR VALUE MEASUREMENT continued
Non-financial assets
When determining the fair value of a non-financial asset, a market participant’s ability to generate economic benefits by using
the assets in its highest and best use or by selling it to another market participant who would use the asset in its highest and best
use, is taken into account. This includes the use of the asset that is physically possible, legally permissible and financially feasible.
In determining the fair value of the group’s investment properties and commodities, the highest and best use of the assets is
their current use.

Non-recurring fair value measurements
Non-recurring fair value measurements are those triggered by particular circumstances and include the classification of assets and
liabilities as non-current assets or disposal groups held for sale under IFRS 5, where fair value less costs to sell is the recoverable amount,
IFRS 3 Business Combinations, where assets and liabilities are measured at fair value at acquisition date, and IAS 36 Impairments of
Assets, where fair value less costs to sell is the recoverable amount. These fair value measurements are determined on a case-by-case
basis as they occur within each reporting period.

OTHER FAIR VALUE MEASUREMENTS
Other fair value measurements include assets and liabilities not measured at fair value but for which fair value disclosures are required
under another IFRS standard, e.g. financial instruments at amortised cost. The fair values of these items are determined by using
observable quoted market prices where these are available, or in accordance with generally acceptable pricing models such
as a discounted cash flow analysis.

FAIR VALUE HIERARCHY AND MEASUREMENTS
Valuations based on observable inputs include:
• Level 1 – Fair value is based on quoted market prices (unadjusted) in active markets for identical instruments as measured on
reporting date. An active market is one in which transactions occur with sufficient volume and frequency to reliable provide pricing
information on an on-going basis.
• Level 2 – Fair value is determined through valuation techniques based on observable market inputs. These valuation techniques
maximise the use of observable market data where available and rely as little as possible on entity-specific estimates.
Valuations based on unobservable inputs include:
• Level 3 – Fair value is determined through valuation techniques that use significant unobservable inputs.
The table below sets out the valuation techniques applied by RMH for fair value measurements of financial assets and liabilities
categorised as Level 2 asset and liabilities in the fair value hierarchy.

Instrument

Fair value
hierarchy level

Valuation technique

Description of valuation
technique and main
assumptions

Observable inputs

Derivative financial
instruments – Equity
derivative

Level 2

Quoted market closing
price less market
related interest rate
time the number of
units

The models calculate fair
value based on input
parameters such as share
prices and interest rates

Market interest
rates and prices

Financial assets and
liabilities not measured at
fair value but for which fair
values are disclosed

Level 2

Discounted cash flow

The future cash flows are
discounted using a
market-related interest
rate and curves adjusted
for credit inputs (which
are not considered
a significant input)

Market interest
rates and curves
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10. Fair value measurements and analysis of assets and liabilities continued
GROUP

108

R million

Level 1

Level 2

Level 3

Total

As at 30 June 2018
Recurring fair value measurements
Financial assets
Investment securities: equity instruments
Investment securities: debt instruments
Derivative financial instruments
Investment in associate

202
–
–
122 058

–
–
36
–

151
170
–
–

353
170
36
122 058

FAIR VALUE OF FINANCIAL ASSETS

122 260

36

321

122 617

Recurring fair value measurements
Financial liabilities
Financial liabilities
Derivative financial instruments

–
–

2 531
–

161
–

2 692
–

FAIR VALUE OF FINANCIAL LIABILITIES

–

2 531

161

2 692

2018

2017

Reconciliation of Level 3 assets
Balance at the beginning of the year
Additions in the current year
Fair value movement recognised in profit
Fair value movement recognised in other comprehensive income

123
156
14
28

–
141
–
(18)

BALANCE AT 30 JUNE

321

123

R million

Level 1

Level 2

Level 3

Total

As at 30 June 2017
Financial assets
Investment securities: equity instruments
Derivative financial instruments
Investment in associate

211
–
90 077

–
8
–

123
–
–

334
8
90 077

FAIR VALUE OF FINANCIAL ASSETS

90 288

8

123

90 419

Recurring fair value measurements
Financial liabilities
Financial liabilities
Derivative financial instruments

–
–

2 154
6

–
–

2 154
6

FAIR VALUE OF FINANCIAL LIABILITIES

–

2 160

–

2 160

10. Fair value measurements and analysis of assets and liabilities continued
COMPANY
R million

Level 1

Level 2

Level 3

Total

Recurring fair value measurements
As at 30 June 2018
Financial assets
Investment securities: equity instruments
Derivative financial instruments

202
–

–
36

–
–

202
36

FAIR VALUE OF FINANCIAL ASSETS

202

36

–

238

Financial liabilities
Financial liabilities
Derivative financial instruments

–
–

1 202
–

–
–

1 202
–

FAIR VALUE OF FINANCIAL LIABILITIES

–

1 202

–

1 202

COMPANY
R million

Level 1

Level 2

Level 3

Total

As at 30 June 2017
Financial assets
Investment securities: equity instruments
Derivative financial instruments

211
–

–
8

–
–

211
8

FAIR VALUE OF FINANCIAL ASSETS

211

8

–

219

Financial liabilities
Financial liabilities
Derivative financial instruments

–
–

1 184
6

–
–

1 184
6

FAIR VALUE OF FINANCIAL LIABILITIES

–

1 190

–

1 190
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10. Fair value measurements and analysis of assets and liabilities continued
Effect of changes in significant unobservable assumption of Level 3 instruments:
GROUP
As at 30 June 2018
Assets

R million

Description of valuation
technique and main
assumptions

Changes to significant
unobservable data

Fair
value

Using
more
positive
assumptions

Using
more
negative
assumptions

Equity instruments

The net asset value
of the underlying
entity is used as basis of
calculation. The net asset
value is then adjusted for
non-tangible liabilities such
as deferred tax and future
development profit
not included in the
net asset value

Reduced and increased
underlying value by 10%

151

182

122

Debt instruments

Accrued value at current
market rates

Reduced and increased
underlying value by 10%

170

165

164

GROUP
As at 30 June 2017
Assets

R million
Equity instruments

110

Description of valuation
technique and main
assumptions
The net asset value of
the underlying entity
is used as basis of
calculation. The net asset
value is then adjusted
for non-tangible liabilities
such as deferred tax
and future development
profit not included in
the net asset value

Changes to significant
unobservable data
Reduced and increased
underlying rate by 10%

Fair value

Using
more
positive
assumptions

Using
more
negative
assumptions

123

135

111

11. Management of financial risk
Various financial risks have an impact on the group’s results: market risk (including currency risk, interest rate risk and other price risk),
credit risk and liquidity risk. The risk management framework is aimed at minimising the negative impact that the unpredictable
financial markets can have on the group. RMH has implemented a governance structure to assist with the management of risk.
The various sub-committees and their responsibilities as well as reports from the various committees are included in the corporate
governance report on page 56 to page 80. This section addresses the quantitative impact of market risk, credit risk and liquidity risk on
the results of the group.
Market risk – the risk that the fair value or future cash flow of a financial instrument will fluctuate because of changes in market prices.
Market risk comprises three types of risk: currency risk, interest rate risk and other price risk.

CURRENCY RISK
Currency risk is the risk that the value of the financial instrument denominated in a currency other than the reporting currency may
fluctuate due to changes in the foreign currency exchange rate between the reporting currency and the currency in which such
instrument is denominated.
During the year, the group invested in foreign-denominated unlisted equity and debt securities The impact of the movement
in the Rand/Euro exchange rate on the results of the group is demonstrated below:
GROUP
10%
increase
2018

R million
Investment in associates
Investment securities: debt instruments
Investment securities: equity instruments

10%
decrease
2018

47
43
12

10%
increase
2017

(47)
(21)
(12)

10%
decrease
2017

–
–
12

–
–
(12)

INTEREST RATE RISK
Interest rate risk is the risk of the fair value of future cash flows of a financial instrument fluctuating because of changes in market
interest rates.
As the company and the group have entered into various loan and funding agreements, the table below reflects the equity holders’
exposure to interest rate risk. The effective interest rate method is used and an interest rate shock of 200bps applied to the underlying
interest rate. An increase or decrease in the market interest rate would result in the following changes in the profit before tax
of the group:
GROUP
200bps
increase
2018

R million
Cash and cash equivalents
Loans and receivables
Investment securities
Trade payables and
accrued expenses
Financial liabilities
– Preference shares
– Interest-bearing loans
*

200bps
decrease
2018

COMPANY

200bps
increase
2017

200bps
decrease
2017

200bps
increase
2018

200bps
decrease
2018

*
*
12

*
*
(10)

*
–
–

*
–
–

*
1
–

*
(1)
–

(1)

1

–

–

(17)
–

17
–

–
–
(9)
–

–
–
9
–

(1)
(16)

1
16

200bps
increase
2017

200bps
decrease
2017

*
–
–

*
–
–

–
–
(1)
(16)

–
–
1
16

Amount less than R500 000.
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11. Management of financial risk continued
OTHER PRICE RISK
Equity risk is the risk of the fair value or future cash flows of a financial instrument fluctuating because of changes in market prices,
whether those changes are caused by factors specific to the individual financial instrument or its issuer, or factors affecting all similar
financial instruments traded in the market.
The group has entered into certain equity investment (listed and unlisted) and equity derivative contracts which are exposed
to the value of the underlying security.
The table below reflects the equity holders’ exposure to the equity price risk of these underlying securities. A hypothetical 10% increase
or decrease in the equity prices would result in the following changes in the profit before tax of the group:
GROUP

R million

10%
increase
2018

Assets
Financial assets
– Listed shares
– Unlisted shares
Derivative financial
instrument
Liabilities
Derivative financial
instrument

COMPANY

10%
decrease
2018

10%
increase
2017

20
15

(20)
(15)

21
12

(21)
(12)

29

(29)

10

(10)

(16)

16

–

–

10%
decrease
2017

10%
increase
2018

10%
decrease
2018

10%
increase
2017

20
–

(20)
–

21
–

(21)
–

29

(29)

10

(10)

(16)

16

–

–

10%
decrease
2017

CREDIT RISK
Credit risk is the risk that one party to a financial instrument will cause a financial loss for the other party by failing to discharge
an obligation. The key areas where the group is exposed to credit risk are:
• Loans and receivables;
• Cash and cash equivalents; and
• Derivative financial instruments.
No defaults were experienced on loans and receivables.
There is no significant concentration of credit risk. The creditworthiness of existing and potential exposures is monitored quarterly
at the board meeting. The table below provides information on the credit risk exposure by credit ratings at the year-end
(where available):

R million

BB

Not rated

Balance
as at
30 June
2018

GROUP
Cash and cash equivalents
Loans and receivables
Investment securities
Derivative financial instruments

43
–
–
–

–
57
170
55

43
57
170
55

39
–
–
–

–
114
–
8

39
114
–
8

43

282

325

39

122

161

38
–
–

–
1
36

38
1
36

33
–
–

–
2
8

33
2
8

38

37

75

33

10

43

COMPANY
Cash and cash equivalents
Loans and receivables
Derivative financial instruments

112

BB+

Not rated

Balance
as at
30 June
2017

11. Management of financial risk continued
The ratings were obtained from Standard & Poor’s. The ratings are based on long-term investment horizons. Where long-term ratings
are not available, the financial instruments are categorised according to short-term ratings. The ratings are defined as follows:

LONG-TERM INVESTMENT GRADE
BB
An obligor is less vulnerable in the near term than other lower-rated obligors. However, it faces major ongoing uncertainties and
exposure to adverse business, financial or economic conditions, which could lead to the obligor’s inadequate capacity to meet
its financial commitments.

BB+
An obligation rated ‘BB’ is less vulnerable to non-payment than other speculative issues. However, it faces major ongoing uncertainties
or exposure to adverse business, financial or economic conditions, which could lead to the obligors’ inadequate capacity to meet
its financial commitment on the obligation

Not rated
The credit exposure for the assets listed above is considered acceptable by the board even though certain assets do not have
a formal rating.

Liquidity risk and asset/liability matching
Liquidity risk is the risk that RMH will encounter difficulty in meeting obligations associated with financial liabilities. RMH’s liabilities are
matched by appropriate assets and it has significant liquid resources to cover its obligations. The group’s liquidity and ability to meet
cash calls are monitored quarterly at the board meeting. RMH is exposed to roll-over risk in the bracket of two to five years. The
board is comfortable with this risk, due to the liquidity of its investment in FirstRand and the implementation of a debt programme
in the prior year.

Debt programme
During the prior year, RMH implemented a debt programme through its new wholly-owned subsidiary, RMH Treasury Company Limited.
The following is a summary of the significant features:
• The programme size was set at R15 billion. To increase the size, permission would be required from current funders.
• The programme contains the following significant redemption events:
– If RMH decreased is shareholding in FirstRand to below 25.1%;
– If Remgro decrease its shareholding in RMH to below 25%;
– If RMH is delisted;
– If the market capitalisation of RMH decreases by more than 60% in any rolling 12-month period;
– If the market value to group debt ratio decreases to below 4 times;
– If there is a change of control in RMH which requires a mandatory offer in term of section 123 of the Companies Act; or
– If RMH receives a qualified audit opinion.
Funding provided under the debt programme carries a guarantee from RMH Asset Holding Proprietary Limited and RMH.
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11. Management of financial risk continued
CONTRACTUAL DISCOUNTED CASH FLOW ANALYSIS
GROUP

R million
As at 30 June 2018
Total assets
Total liabilities

0–6
months

467
(81)

7 – 12
months

160
(151)

2–5
years

Over
5 years

55
(2 692)

–
–

NET LIQUIDITY GAP

386

9

(2 637)

CUMULATIVE LIQUIDITY GAP

386

395

(2 242)

(2 242)

–

As at 30 June 2017
Total assets
Total liabilities

492
(81)

–
–

8
(2 155)

NET GAP

411

–

CUMULATIVE LIQUIDITY GAP

411

411

Nonfinancial

48 590
(25)

Total

49 272
(2 949)

48 565

46 323

46 323

46 323

–
(6)

43 134
(11)

43 634
(2 253)

(2 147)

(6)

43 123

41 381

(1 736)

(1 742)

41 381

41 381

Nonfinancial

Total

COMPANY

R million

114

0–6
months

7 – 12
months

2–5
years

Over
5 years

As at 30 June 2018
Total assets
Total liabilities

245
(1 257)

–
–

36
(1 202)

–
–

13 024
(17)

13 305
(2 476)

NET LIQUIDITY GAP

(1 012)

–

(1 166)

–

13 007

10 829

CUMULATIVE LIQUIDITY GAP

(1 012)

10 829

10 829

(1 012)

(2 178)

(2 178)

As at 30 June 2017
Total assets
Total liabilities

251
(999)

–
–

8
(1 204)

–
–

12 652
(11)

12 911
(2 214)

NET GAP

(748)

–

(1 196)

–

12 641

10 697

CUMULATIVE LIQUIDITY GAP

(748)

10 697

10 697

(748)

(1 944)

(1 944)

11. Management of financial risk continued
UNDISCOUNTED CASH FLOW ANALYSIS
GROUP

R million
As at 30 June 2018
Financial liabilities
Trade and other payables
TOTAL LIABILITIES
As at 30 June 2017
Financial liabilities
Derivative liabilities
Long-term liabilities
Trade and other payables
TOTAL LIABILITIES

0–6
months

7 – 12
months

2–5
years

Total

92
74

90
158

2 742
–

2 924
232

166

248

2 742

3 156

98
–
–
81

78
–
–
–

2 445
6
1
–

2 621
6
1
81

179

78

2 452

2 709

COMPANY
0–6
months

7 – 12
months

2–5
years

Total

As at 30 June 2018
Financial liabilities
Trade and other payables

43
1 257

43
–

1 276
–

1 362
1 257

TOTAL LIABILITIES

1 300

43

1 276

2 619

59
–
–
999

44
–
–
–

1 352
6
1
–

1 455
6
1
999

1 058

44

1 359

2 461

R million

As at 30 June 2017
Financial liabilities
Derivative liabilities
Long-term liabilities
Trade and other payables
TOTAL LIABILITIES
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11. Management of financial risk continued
The following table analyses the assets in the statement of financial position per category of financial instrument and, therefore,
by measurement basis according to when the assets are expected to be realised:
GROUP
As at 30 June 2018
Held-fortrading

Loans
and
receivables

Availablefor-sale
assets

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

Cash and cash equivalents
Loans and receivables
Investment securities
Derivative financial instruments
Taxation receivable
Investment in associates

–
–
202
55
–
–

43
57
170
–
4
–

–
–
151
–
–
–

–
–
–
–
–
48 590

43
57
523
55
4
48 590

43
57
523
–
4
–

–
–
–
55
–
48 590

TOTAL ASSETS

257

274

151

48 590

49 272

627

48 645

R million

COMPANY
As at 30 June 2018
Held-fortrading

Loans
and
receivables

Availablefor-sale
assets

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

Cash and cash equivalents
Loans and receivables
Investment securities
Derivative financial instruments
Taxation receivable
Investment in subsidiaries

–
–
202
36
–
–

38
1
–
–
4
–

–
–
–
–
–
–

–
–
–
–
–
13 024

38
1
202
36
4
13 024

38
1
202
–
4
–

–
–
–
36
–
13 024

TOTAL ASSETS

238

43

–

13 024

13 305

245

13 060

R million

GROUP
As at 30 June 2017
Held-fortrading

Loans
and
receivables

Availablefor-sale
assets

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

Cash and cash equivalents
Loans and receivables
Investment securities
Derivative financial instruments
Deferred tax asset
Taxation receivable
Investment in associates

–
–
211
8
–
–
–

39
114
–
–
–
5
–

–
–
123
–
–
–
–

–
–
–
–
4
–
43 130

39
114
334
8
4
5
43 130

39
50
334
–
4
5
–

–
64
–
8
–
–
43 130

TOTAL ASSETS

219

158

123

43 134

43 634

432

43 202

R million

COMPANY
As at 30 June 2017
Held-fortrading

Loans
and
receivables

Availablefor-sale
assets

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

Cash and cash equivalents
Loans and receivables
Investment securities
Derivative financial instruments
Taxation receivable
Investment in subsidiaries

–
–
211
8
–
–

33
2
–
–
5
–

–
–
–
–
–
–

–
–
–
–
–
12 652

33
2
211
8
5
12 652

33
2
211
–
5
–

–
–
–
8
–
12 652

TOTAL ASSETS

219

40

–

12 652

12 911

251

12 660

R million
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11. Management of financial risk continued
The following table analyses the liabilities in the statement of financial position per category of financial instrument and, therefore,
by measurement basis according to when the liabilities are expected to be realised:
GROUP
As at 30 June 2018

Held-fortrading

Financial
liabilities at
amortised
cost

Trade and other payables
Financial liabilities
Deferred tax liability

–
–
–

232
2 692
–

TOTAL LIABILITIES

–

2 924

R million

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

–
25

232
2 692
25

232
–
–

–
2 692
25

25

2 949

232

2 717

COMPANY
As at 30 June 2018

Held-fortrading

Financial
liabilities at
amortised
cost

Trade and other payables
Financial liabilities
Deferred tax liability

–
–
–

1 257
1 202
–

TOTAL LIABILITIES

–

2 459

R million

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

–
17

1 257
1 202
17

1 257
22
–

–
1 180
17

17

2 476

1 279

1 197

GROUP
As at 30 June 2017

Held-fortrading

Financial
liabilities at
amortised
cost

Trade and other payables
Financial liabilities
Derivative financial instruments
Long-term liabilities
Deferred tax liability

–
–
6
–
–

81
2 154
–
–
–

TOTAL LIABILITIES

6

2 235

R million

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

–
–
1
11

81
2 154
6
1
11

81
–
–
–
–

–
2 154
6
1
11

12

2 253

81

2 172

COMPANY
As at 30 June 2017

Held-fortrading

Financial
liabilities at
amortised
cost

Nonfinancial
instrument

Total
carrying
value

Current

Noncurrent

Trade and other payables
Financial liabilities
Derivative financial instruments
Long-term liabilities
Deferred tax liability

–
–
6
–
–

999
1 197
–
–
–

–
–
–
1
11

999
1 197
6
1
11

999
–
–
–
–

–
1 197
6
1
11

TOTAL LIABILITIES

6

2 196

12

2 214

999

1 215

R million
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11. Management of financial risk continued
CAPITAL MANAGEMENT
RMH is not regulated by the Financial Sector Regulation Act, 9 of 2017, and does not have to meet any minimum regulatory capital
requirements. Capital is therefore managed within a set risk appetite, taking into account the capital requirements of the group.
RMH’s objectives when managing capital are:
• To safeguard the group’s ability to continue as a going concern so that it can continue to provide returns for equity holders
and benefits for other stakeholders; and
• To provide an adequate return to equity holders by pricing insurance commensurately with the level of risk.
In order to maintain or adjust the capital structure, RMH may adjust the amount of dividends paid to shareholders, return capital
to shareholders, issue new shares or realise assets to reduce debt.
Management regard share capital, share premium, retained earnings, contingency reserves, as well as a portion of the unrealised
profit in the listed associate as capital when managing capital and determining debt/equity ratios. During the year, the group’s
strategy remained unchanged. Refer to the statement of changes in equity for details regarding the group’s capital.

12. Share-based payment
RMH OWNERSHIP PARTICIPATION STRUCTURE
During the current year, RMH implemented an ownership participation structure upon the activation of the portfolio and the
establishment of the RMH Property portfolio. The aim of the structure is to align the interests of management with those of shareholders
and establish a long-term focus. The scheme had no financial impact during the current year.

Description of the scheme
The purpose of this scheme is to provide participants, including executive directors, with the opportunity to participate in the creation
of long-term value in the RMH Property portfolio after RMH has been compensated for the capital it provides. The scheme rewards the
participants in accordance with the outperformance of the relevant investments over a hurdle rate and supports long-term retention.
Vesting occurs on day one and the structure has no exercise period. There are no further performance conditions attached, other
than those implied in the valuation methodology.
Monetisation of the structure occurs after ten years through a put option to RMH, available for 365 days, or through the realisation
of the underlying investment, whichever occurs first. The board has discretion concerning:
• The allocation per individual participant;
• The hurdle rate per individual participant per individual allocation;
• Good leaver principles, should a participant leave before the monetisation of the underlying investment; and
• The maximum exposure provided to the participants.

VALUATION METHODOLOGY
The following approach is followed:

Step 1 – Determine the value of the underlying investment
Underlying investments are valued using market-accepted valuation methodologies such as discounted cash flow models, where a
discount rate is determined taking into account specific risks relating to the underlying investments, or a price/earnings methodology,
where a market-related ratio is applied. Investments can be valued using a combination of valuation methodologies, depending
on the nature of the underlying investment.

Step 2 – Determine value per share
A value per share is determined by dividing the proportionate value of the underlying investment by the number of shares.

Step 3 – Calculate cost per share
A cost per share is then calculated by taking the capital amount injected and accruing the agreed upon hurdle rate on the amount.
These numbers are added and divided by the number of shares.
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12. Share-based payment continued
Step 4 – Determine the value of the liability
The value per share calculated in Step 2 is reduced by the value per share calculated in Step 3. The determined value is then
multiplied by the number of shares issued to participants to determine the value of the liability. An increase in the value of the liability
leads to the charge of a share-based payment expense in profit and loss. If the value of the liability decreases, a negative sharebased payment expense is charged to profit and loss.
RMH ownership
participation structure

Range of value per share
Range of cost per share
Total number of shares issued to participants

2018

2017

R724 to R478k
R724 to R478k
1 282 800

–
–
–

Further detail of the scheme is included in the directors’ affairs and governance committee report included on page 70.
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SHAREHOLDING
As at 30 June 2018
Number of
shareholders
Analysis of shareholding
Major shareholders (owners) holding more than 5%
Financial Securities Limited (Remgro)
Royal Bafokeng Holdings
Public Investment Commissioner
LL Dippenaar (direct and indirect)

1
1
1
1

As at 30 June 2017

Shares held
(000’s)

%

Number of
shareholders

397
176
113
75

448
463
530
329

28
13
8
5

1
1
1
1

%

397
211
115
75

448
755
225
329

28
15
8
5

Shareholders holding less than 5% each

4
31 656

762 770
648 933

54
46

4
31 744

799 757
611 946

56
44

TOTAL

31 660

1 411 703

100

31 748

1 411 703

100

573 911
233 110
167 930
54 177
30 596
351 979

41
17
12
4
2
24

609 203
218 233
170 876
49 086
16 116
348 189

43
16
12
3
1
25

1 411 703

100

1 411 703

100

31 653

750 418

53

31 738

662 962

47

2
5

573 911
87 374

41
6

2
8

609 203
139 538

43
10

31 660

1 411 703

100

31 748

1 411 703

100

South Africa
International

1 171 175
240 528

83
17

1 195 838
215 865

85
15

TOTAL

1 411 703

100

1 411 703

100

Shareholder type
Corporates
Unit trusts
Pension funds
Private investors
Insurance companies and banks
Other
TOTAL
Public and non-public shareholders
Public
Non-public
– Corporates
(Remgro and Royal Bafokeng Holdings)
– Directors and associates
TOTAL

The information above is extracted from the shareholder analysis provided by Orient Capital.
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Shares held
(000’s)

PERFORMANCE ON THE JSE LIMITED
Number of shares in issue (000’s)
Market price (cents)
– Closing*
– High**
– Low**
– Weighted average **

2018

2017

1 411 703

1 411 703

7
9
5
7

5
6
5
6

579
041
784
329

875
800
300
146

Closing price/net asset value per share*
Closing price/earnings (Headline)*

2.3
12.1

2.0
10.5

Volumes of shares traded (millions)**

573

511

Value of shares traded (R millions)**
Market capitalisation (R millions)*

41 991

31 393

106 993

82 938

* As at 30 June
** For the year ended 30 June

SHAREHOLDERS’ DIARY
Reporting
INTERIM RESULTS
Announcement for the six months ending 31 December 2018

March 2019

FINAL RESULTS
Announcement for the year ending 30 June 2019
Posting of annual integrated report
Annual general meeting

September 2019
October 2019
November 2019

Dividends
INTERIM DIVIDEND
Declared
Paid

March 2019
April 2019

FINAL DIVIDEND
Declared
Paid

September 2019
October 2019
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NOTICE OF ANNUAL GENERAL MEETING
This document (which is available in English only) is important and
requires your immediate attention. The action you need to take is
set out in this notice. If you are in any doubt as to what action to
take, please consult your broker, attorney or other professional
advisor immediately.

Agenda
1.

The presentation of the audited consolidated and separate
annual financial statements (as approved by the board of
directors of the company) and reports of the external
auditor, audit and risk committee and directors for the
financial year ended 30 June 2018, all of which are available
on the company’s website, www.rmh.co.za, and the
summary financial statements, which are included in the
annual integrated report, of which this notice forms
a part (annual integrated report) in accordance with
section 30(3)(d) of the Companies Act.

RMB HOLDINGS LIMITED
Incorporated in the Republic of South Africa
Registration number: 1987/005115/06
Share code: RMH ISIN: ZAE000024501
(RMH or the company)
Notice is hereby given to the holders of ordinary shares in the
company (shareholders), in terms of section 62(3)(a) of the
Companies Act, 71 of 2008, (Companies Act), that the thirty first
annual general meeting of the ordinary shareholders of RMH will be
held in the Dr AE Rupert boardroom, Remgro head office, Millenia
Park, 16 Stellentia Avenue, Stellenbosch, 7600 on Wednesday,
21 November 2018 at 14:00 to consider and, if approved, pass the
resolutions set out below, with or without modification, as well as
such other matters as may be required to be dealt with at the
annual general meeting in terms of the Companies Act.

Shareholders are referred to page 75 of the annual integrated
report for the report from the social, ethics and transformation
committee of RMH as required in terms of regulation 43(5)(c)
of the Companies Regulations, 2011.

2.

Friday,
12 October 2018

Posting date

Wednesday,
24 October 2018

Last day to trade to be eligible to attend
and vote at the annual general meeting

Tuesday,
13 November 2018

Record date to be eligible to attend and
vote at the annual general meeting

Friday,
16 November 2018

Proxies due (for administrative purposes)*

Monday,
19 November 2018

Annual general meeting

Wednesday,
21 November 2018

Notes:
The above dates, times and place are subject to amendment, provided that,
in the event of an amendment, an announcement will be released on SENS.
All dates and times indicated above are references to South African dates
and times.
* Alternatively, to be handed to the chairman of the annual general
meeting at any time prior to the person appointed as proxy exercising any
rights of the shareholder at the annual general meeting.
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ORDINARY RESOLUTIONS NUMBER 1.1 TO 1.7
Re-election of directors by way of separate
resolutions

Salient dates
Record date to be eligible to receive the
notice of annual general meeting

PRESENTATION OF THE AUDITED
CONSOLIDATED AND SEPARATE ANNUAL
FINANCIAL STATEMENTS

To re-elect, by way of separate ordinary resolutions, the
following directors, who retire in terms of article 25.7 of the
company’s memorandum of incorporation (MOI) and who,
being eligible, offer themselves for re-election in accordance
with the Companies Act and the company’s MOI:

2.1

Johan Petrus (Johan) Burger (59)
NON-EXECUTIVE DIRECTOR
Date of appointment: 30 June 2014
Educational qualifications: BCom (Hons) CA(SA)
Listed directorships: FirstRand Limited and Rand Merchant
Investment Holdings Limited.
Ordinary resolution 1.1: “Resolved as an ordinary resolution
that the re-election of Johan Petrus (Johan) Burger as
non-executive director, who in terms of the company’s MOI
retires by rotation at the annual general meeting
(but being eligible to do so, offers himself for re-election),
is hereby approved.”

2.2

Lauritz Lanser (Laurie) Dippenaar (69)
NON-EXECUTIVE DIRECTOR
Date of appointment: 12 November 1987
Educational qualifications: MCom CA(SA)
Listed directorships: Rand Merchant Investment
Holdings Limited.
Ordinary resolution 1.2: “Resolved as an ordinary resolution
that the re-election of Lauritz Lanser (Laurie) Dippenaar as
non-executive director, who in terms of the company’s
MOI retires by rotation at the annual general meeting
(but being eligible to do so, offers himself for re-election),
is hereby approved.”

2.3

Paul Kenneth (Paul) Harris (68)
NON-EXECUTIVE DIRECTOR

2.7

Date of appointment: 12 November 1987
Educational qualifications: MCom
Listed directorships: Rand Merchant Investment Holdings
Limited and Remgro Limited.
Ordinary resolution 1.3: “Resolved as an ordinary resolution
that the re-election of Paul Kenneth (Paul) Harris as
non-executive director, who in terms of the company’s
MOI retires by rotation at the annual general meeting
(but being eligible to do so, offers himself for re-election),
is hereby approved.”

2.4

Date of appointment: 31 March 2018
Educational qualifications: BComm, BAcc, CA(SA), HDip Tax
Listed directorships: Rand Merchant Investment
Holdings Limited.
Ordinary resolution 1.7: “Resolved as an ordinary resolution
that the election of James Andrew (James) Teeger as
independent non-executive director is hereby approved.”

Additional information in respect of ordinary
resolutions number 1.1 to 1.7
A brief CV of each of the persons mentioned above appears
on pages 62 to 65 of the annual integrated report.

Alberthinah Kekana (45)
NON-EXECUTIVE DIRECTOR
Date of appointment: 6 February 2013
Educational qualifications: BCom (Hons) CA(SA)
Advanced Management Programme (Harvard)
Listed directorships: Rand Merchant Investment
Holding Limited.
Ordinary resolution 1.4: “Resolved as an ordinary resolution
that the re-election of Alberthinah Kekana as non-executive
director, who in terms of the company’s MOI retires by
rotation at the annual general meeting (but being eligible to
do so, offers herself for re-election), is hereby approved.”

3.

“Resolved as an ordinary resolution that 5% (five percent)
of the authorised ordinary shares in the company, which
equates to 100 000 000 ordinary shares as at the date of
this notice of annual general meeting, be and are hereby
placed under the control of the directors as a general
authority until the forthcoming annual general meeting
and that the directors be and are hereby authorised to allot,
issue and otherwise dispose of such shares to such person
or persons upon such terms and conditions as the directors
in their discretion deem fit, subject to the Companies Act,
the company’s MOI and the JSE Listings Requirements,
if and to the extent applicable.”

Upon the recommendation of the nomination committee
and the board, the following directors who were appointed
by the board to fill vacancies in accordance with the
Companies Act and the company’s MOI, and are now
recommended by the board for election by shareholders by
way of separate ordinary resolutions.

2.6

Additional information in respect of ordinary
resolution number 2

Matsotso Mamongae (Mamongae) Mahlare (43)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Date of appointment: 31 March 2018
Educational qualifications: BSc(Chemical engineering)
MBA (Harvard)
Listed directorships: Rand Merchant Investment
Holdings Limited.
Ordinary resolution 1.5: “Resolved as an ordinary resolution
that the election of Matsotso Mamongae (Mamongae)
Mahlare as independent non-executive director is
hereby approved.”

Ralph Tendai (Ralph) Mupita (46)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Date of appointment: 31 March 2018
Educational qualifications: BSc Eng (Hons), MBA,
GMP (Harvard)
Listed directorships: MTN Group Limited and Rand Merchant
Investment Holdings Limited.
Ordinary resolution 1.6: “Resolved as an ordinary resolution
that the election of Ralph Tendai (Ralph) Mupita as
independent non-executive director is hereby approved.”
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ORDINARY RESOLUTION NUMBER 2
Place 5% (five percent) of the authorised ordinary shares
under the control of the directors.

Vacancies filled by the directors during the year

2.5

James Andrew (James) Teeger (51)
INDEPENDENT NON-EXECUTIVE DIRECTOR

Shareholders should note that 5% (five percent) or 100 000
000 of the company’s authorised ordinary shares represents
approximately 7.1% (seven point one percent) of the issued
ordinary shares, calculated as at the date of this notice of
annual general meeting. As at 30 June 2018 7.1% (seven
point one percent) was valued at approximately R7.8 billion.
The directors have no current plans to make use of this
authority, but are seeking its renewal to ensure that the
company has flexibility in managing the group’s capital
resources.

4.

ORDINARY RESOLUTION NUMBER 3
(SUBJECT TO THE PASSING OF ORDINARY
RESOLUTION 2)
General authority to issue ordinary shares for cash
“Resolved as an ordinary resolution, subject to ordinary
resolution number 2 being passed, that the board of
directors of the company be and are hereby authorised, by
way of a renewable general authority, to issue those ordinary
shares (including securities convertible into ordinary shares
and/or options over ordinary shares) in the share capital
of the company under the control of the directors for cash
as and when they in their discretion deem fit, subject
to the Companies Act, the company’s MOI and the
JSE Listings Requirements.
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The JSE Listings Requirements currently provide, inter alia, that:
• This authority shall be valid until the company’s next
annual general meeting or for 15 (fifteen) months from the
date of this resolution, whichever period is shorter;

6.

Election of the company’s audit and risk committee
members

• The ordinary shares must be issued to public shareholders
as such term is defined by the JSE Listings Requirements
and not to related parties;
• Securities which are the subject of this authority may not
exceed 100 000 000 ordinary shares, being 7.1% (seven
point one percent) of the number of listed equity securities
of the company as at the date of this notice of annual
general meeting, provided that:

It is proposed that the shareholders resolve, by way of
separate ordinary resolutions, that in terms of section 94(2) of
the Companies Act, the following persons, who are
independent non-executive directors of the company, be
and are hereby elected as members of the audit and risk
committee with effect from the end of the annual general
meeting:

6.1

– Any equity securities issued under this authority during
the period must be deducted from the number above;

– The calculation of the listed equity securities is a factual
assessment of the listed equity securities as at the date
of the notice of annual general meeting, excluding
treasury shares;

• A paid press announcement giving full details, will be
published at the time of any issue representing, on a
cumulative basis within the period of this authority, 5% (five
percent) or more of the number of ordinary shares in issue
prior to that issue, in terms of the JSE Listings Requirements;
and
• Any such general issue is subject to exchange control
regulations and approval at that time (if and to the extent
applicable).”

Additional information in respect of ordinary
resolution number 3
Approval for this ordinary resolution is obtained by achieving
a 75% (seventy five percent) majority of the votes cast in
favour of this resolution at the annual general meeting by all
equity security holders entitled to vote thereon and present
or represented by proxy.

5.

ORDINARY RESOLUTION NUMBER 4
Approval of re-appointment of auditor
“Resolved as an ordinary resolution that, as nominated by
the audit and risk committee, PricewaterhouseCoopers Inc.
be re-appointed as auditor of the company for the financial
year ending 30 June 2019 and until the conclusion of the
next annual general meeting and that their remuneration for
the financial year ending 30 June 2019 be determined by
the audit and risk committee.”
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Sonja Emilia Ncumisa (Sonja) de Bruyn (46)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Date of appointment: 15 February 2008
Educational qualifications: LLB (Hons), LSE, MA (McGill),
SFA (UK), Executive Leadership Programme (Harvard)
Listed directorships: Discovery Limited, Rand Merchant
Investment Holdings Limited and Remgro Limited.
Ordinary resolution 5.1: “Resolved as an ordinary resolution
that the election of Sonja Emilia Ncumisa (Sonja) de Bruyn
as a member of the audit and risk committee (until the
conclusion of the next annual general meeting), be and is
hereby approved.”

– In the event of a sub-division or consolidation of issued
equity securities during the period contemplated
above, the existing authority must be adjusted
accordingly to represent the same allocation ratio; and

• In determining the price at which an issue of shares may
be made in terms of this authority, the maximum discount
at which the ordinary shares may be issued is 10% (ten
percent) of the weighted average traded price of the
company’s ordinary shares measured over 30 (thirty)
business days prior to the date that the price of the issue is
determined or agreed by the directors of the company
and the party subscribing for the securities;

ORDINARY RESOLUTIONS
NUMBER 5.1 TO 5.3

6.2

Per-Erik Lagerström (54)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Date of appointment: 30 June 2014
Educational qualifications: BSc (Accounting), MSc
(Economics)(London School of Economics)
Listed directorships: Rand Merchant Investment
Holdings Limited.
Ordinary resolution 5.2: “Resolved as an ordinary resolution
that the election of Per-Erik Lagerström as a member of the
audit and risk committee (until the conclusion of the next
annual general meeting), be and is hereby approved.”

6.3

James Andrew (James) Teeger (51) (Subject to
passing of ordinary resolution 1.7)
INDEPENDENT NON-EXECUTIVE DIRECTOR
Date of appointment: 31 March 2018
Educational qualifications: BComm, BAcc, CA(SA), HDip Tax
Listed directorships: Rand Merchant Investment
Holdings Limited
Ordinary resolution 5.3: “Resolved as an ordinary resolution
that the election of James Andrew (James) Teeger as a
member of the audit and risk committee (until the
conclusion of the next annual general meeting), be and is
hereby approved.”

Additional information in respect of ordinary
resolutions number 5.1 to 5.3
A brief CV of each of the persons mentioned above appears
on pages 62 to 65 of the annual integrated report.

7.

ORDINARY RESOLUTION NUMBER 6

9.

General authority to repurchase company shares

“Resolved as an ordinary resolution that each director and/
or the company secretary of the company, be and is hereby
authorised to do all such things and sign all such documents
as may be necessary for, or incidental to the implementation
of the resolutions passed at the annual general meeting of
the company and set out in this notice.”

“Resolved as a special resolution that the acquisition by the
company, and/or any subsidiary of the company, from
time-to-time of the issued ordinary shares of the company,
upon such terms and conditions and in such amounts as the
directors of the company may from time-to-time determine,
be and is hereby authorised, but subject to the company’s
MOI, the Companies Act and JSE Listings Requirements.

Additional information in respect of ordinary
resolution number 6
For the sake of practicality, the directors and/or the
company secretary of the company must be empowered
to enforce the resolutions so passed by the shareholders
at this annual general meeting, if any.

8.

SPECIAL RESOLUTION NUMBER 2

Signing authority

SPECIAL RESOLUTION NUMBER 1
Approval of non-executive directors’ remuneration
with effect from 1 December 2018
“Resolved as a special resolution that in terms of
section 66(9) of the Companies Act, the following annual
remuneration (excluding value-added tax) of the nonexecutive directors for their services as directors of the
company from 1 December 2018, as set out below, be
and is hereby approved:
Per annum
2019

Rand
Board (4 meetings per annum)
– Chairman
– Director
Ad hoc meetings (per hour)
Audit and risk committee
(2 meetings per annum)
– Chairman
– Member
Social, ethics and
transformation committee
(2 meetings per annum)*
– Chairman
– Member
*

358 900
180 100
R4 300

Per annum
2018
340 200
170 700
4 100

89 900
44 900

85 200
42 600

45 000
22 500

16 400
13 100

The proposed fee for 2019 takes into account the increase in the
scope of responsibilities of this committee.

Additional information in respect of special resolution
number 1
The reason for special resolution number 1 is to approve the
annual remuneration of the non-executive directors,
effective from 1 December 2018.
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The JSE Listings Requirements currently provide, inter alia, that:
• This authority shall be valid until the company’s next
annual general meeting, provided that it shall not extend
beyond fifteen (15) months from the date of passing this
special resolution;
• Any such repurchase be effected through the order book
operated by the JSE Limited trading system and done
without any prior understanding or agreement between
the company and the counterparty (reported trades are
prohibited);
• A paid press release, giving such details as may be
required in terms of the JSE Listings Requirements, be
published when the company or its subsidiaries have
cumulatively repurchased 3% (three percent) of the initial
number of the relevant class of shares, and for each 3%
(three percent) in aggregate of the initial number of that
class acquired thereafter;
• A general repurchase may not in the aggregate in any
one financial year exceed 10% (ten percent) of the
number of shares in the company’s issued share capital as
at the beginning of the financial year;
• No repurchases will be effected during a prohibited
period as defined in paragraph 3.67 of the JSE Listings
Requirements, unless there is in place a repurchase
programme where the dates and quantities of securities
to be traded during the relevant period are fixed (not
subject to any variation) and details thereof have been
submitted to the JSE Limited in writing. In this regard, the
company will instruct an independent third party, which
makes its investment decisions in relation to the
company’s securities independently of, and uninfluenced
by, the company, prior to the commencement of the
prohibited period to execute the repurchase programme
submitted to the JSE Limited;
• At any point in time, the company may only appoint one
agent to effect repurchases on the company’s behalf;
• A resolution has been passed by the board of directors of
the company authorising the repurchase, and the
company and its subsidiaries have passed the solvency
and liquidity test as set out in section 4 of the Companies
Act and that, since the application of the solvency and
liquidity test, there have been no material changes to the
financial position of the company and the group;
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• In determining the price at which shares may be
repurchased in terms of this authority, the maximum
premium permitted will be 10% (ten percent) above the
weighted average traded price of the ordinary shares as
determined over the five (5) business days prior to the
date of repurchase; and
• Any such general repurchase is subject to exchange
control regulations and approvals at the point in time, if
and to the extent applicable.”

Additional information in respect of special resolution
number 2
The board has no immediate intention to use this authority
to repurchase company shares. However, the board is of
the opinion that this authority should be in place should it
become appropriate to undertake a share repurchase
in the future.
After having considered the effect on the company of the
repurchase contemplated under this general authority, the
directors are of the opinion that, and undertake that they will
not commence a general repurchase of shares as
contemplated above, unless the following can be met:
• The company and the group will, in the ordinary course of
business, be able to pay its debts for a period of
12 months after the date of the repurchase;
• The assets of the company and the group will be in excess
of the liabilities of the company and its subsidiaries for a
period of 12 months after the date of the repurchase. For
this purpose, the assets and liabilities will be recognised
and measured in accordance with the accounting
policies used in the audited consolidated annual financial
statements for the year ended 30 June 2018;
• The company’s and the group’s ordinary share capital
and reserves will be adequate for ordinary business
purposes for a period of 12 months following the date of
the repurchase; and
• The company and the group will, after such repurchase,
have sufficient working capital for ordinary business
purposes for a period of 12 months following the date of
the repurchase.
For purposes of considering this special resolution and in
compliance with section 11.26 of the JSE Listings
Requirements, the information listed below has been
included in the annual integrated report in the places
indicated:
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1.

Major shareholders – refer page 122 of the annual
integrated report;

2.

There have been no material changes in the financial and
trading position of the company that have occurred since
the end of the last financial period for which audited
annual financial statements have been published, as set
out in the annual integrated report, of which this notice
forms part; and

3.

Share capital of the company – refer page 101 of the
annual integrated report.

The directors, whose names are given in on pages 62 to 65 of
the annual integrated report, collectively and individually
accept full responsibility for the accuracy of the information
given in these notes 1 to 3 and certify that, to the best of their
knowledge and belief, there are no facts that have been
omitted which would make any statement in these notes 1 to 3
false or misleading, and that all reasonable enquiries to
ascertain such facts have been made and that the notice
contains all information required by the JSE Listings
Requirements.

10. SPECIAL RESOLUTION NUMBER 3
Issue of shares or options to persons listed in section
41(1) of the Companies Act for the purposes of
participation in a reinvestment option
“Resolved as a special resolution that if and to the extent
required in terms of section 41(1) of the Companies Act, but
subject to the provisions of the Companies Act, the
company’s MOI and the JSE Listings Requirements, the
directors of the company be and are hereby authorised, as
and when they deem appropriate, to allot and issue shares
(including securities convertible into shares and/or options
over shares) to directors, future directors, prescribed officers,
future prescribed officers, persons related or inter-related to
the company, or a director or a prescribed officer of the
company and/or a nominee of any of the aforementioned
persons, for the purpose of affording such persons (as
shareholders of the company) an opportunity to participate
alongside the company’s other shareholders in a
reinvestment option or similar corporate action from time to
time pursuant to which each of them may elect to reinvest
all or part of their dividends in new shares of the company
(including securities convertible into shares and/or options
over shares).”

Additional information in respect of special resolution
number 3
The reason for special resolution number 3 is to enable the
company to extend an offer, pursuant to a reinvestment
option or similar corporate action, to the class of persons
contemplated in section 41(1) of the Companies Act (which
includes directors, prescribed officers, persons related or
inter-related to the company and/or a nominee of any of
such persons). Absent the authorisation contemplated in
terms of the resolution, such persons would not be eligible to
participate – as a shareholder of the company – in a
reinvestment option or similar opportunity made available to
the company’s shareholders.

11. SPECIAL RESOLUTION NUMBER 4
Financial assistance to directors, prescribed officers
and employee share scheme beneficiaries
“Resolved as a special resolution of the company in terms of
section 44 and 45 of the Companies Act, that the directors
of the company may, subject to compliance with the
requirements of the company’s MOI, the Companies Act
and the JSE, when applicable, each as presently constituted
and as amended from time to time during the 2 (two) years
commencing on the date of this special resolution, authorise
the company to provide direct or indirect financial

assistance (as contemplated in sections 44 and 45 of the
Companies Act) to, inter alia, any present or future director
or prescribed officer of the company or of a related or
inter-related company (as defined in section 2 of the
Companies Act) or any employee share scheme beneficiary
on such terms and conditions as the directors of the
company determine, provided that nothing in this approval
will limit the provision by the company of financial assistance
that does not require approval by way of special resolution
of the shareholders in terms of sections 44 and 45 of the
Companies Act or falls within the exemptions contained in
these sections.

Additional information in respect of special resolution
number 4
The reason for special resolution number 4 is to grant the
directors of the company the authority required by the
Companies Act to provide direct or indirect financial
assistance through inter alia the lending of money,
guaranteeing of a loan or other obligation and securing any
debt or obligation, to directors prescribed officers of the
company or of a related or inter-related company or to
employee share scheme beneficiaries.

12. SPECIAL RESOLUTION NUMBER 5
Financial assistance to related or inter-related entities
“Resolved as a special resolution of the company in terms of
section 44 and 45 of the Companies Act, that the directors
of the company may, subject to compliance with the
requirements of the company’s MOI, the Companies Act
and the JSE, when applicable, each as presently constituted
and as amended from time to time during the 2 (two) years
commencing on the date of this special resolution, authorise
the company to provide direct or indirect financial
assistance (as contemplated in sections 44 and 45 of the
Companies Act) to, inter alia, any related or inter-related (as
contemplated in section 2 of the Companies Act) company,
trust or other entity in the company’s group (wheresoever
incorporated) on such terms and conditions as the directors
of the company determine, provided that nothing in this
approval will limit the provision by the company of financial
assistance that does not require approval by way of special
resolution of the shareholders in terms of sections 44 and 45
of the Companies Act or falls within the exemptions
contained in these sections.”

Additional information in respect of special resolution
number 5
The reason for special resolution number 5 is to grant the
directors of the company the authority required by the
Companies Act to provide direct or indirect financial
assistance through inter alia the lending of money,
guaranteeing of a loan or other obligation and securing any
debt or obligation, to any related or inter-related company,
trust or other entity in the company’s group in the ordinary
course of business.
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13. TO TRANSACT ANY OTHER BUSINESS THAT
MAY BE TRANSACTED AT AN ANNUAL
GENERAL MEETING
Approvals required for resolutions
Ordinary resolutions number 1.1 – 1.7, 2, 4, 5.1 – 5.3 and 7
contained in this notice of annual general meeting require
the approval of more than 50% (fifty percent) of the votes
exercised on each resolution by shareholders present, or
represented by proxy, at the annual general meeting.
Ordinary resolution number 3 (general authority to issue
shares for cash) and special resolutions number 1–5
contained in this notice of annual general meeting require
the approval of at least 75% (seventy five percent) of the
votes exercised on each resolution by shareholders present,
or represented by proxy, at the annual general meeting.

Important notice regarding
attendance at the annual
general meeting
GENERAL
Shareholders wishing to attend the annual general meeting have
to ensure beforehand with the transfer secretaries of the company
that their shares are in fact registered in their name.

CERTIFICATED SHAREHOLDERS
Shareholders who have not dematerialised their shares or who
have dematerialised their shares with “own name” registration are
entitled to attend and vote at the meeting and are entitled to
appoint a proxy or proxies to attend, speak and vote in their stead.
The person so appointed need not be a shareholder. It is requested
that proxy forms be forwarded to reach the company’s transfer
secretaries, Computershare Investor Services Proprietary Limited at
15 Biermann Avenue, Rosebank, 2196 (PO Box 61051, Marshalltown,
2107) or at fax number 011 688 5238 and be received by them, for
administrative purposes, no later than 09:00 on Monday, 19
November 2018. Any forms of proxy not submitted by this time may
nevertheless be submitted to the transfer secretaries before the
meeting or handed to the chairman of the annual general prior to
the shareholder exercising any rights of a shareholder at the annual
general meeting.

DEMATERIALISED SHAREHOLDERS
Shareholders who have dematerialised their shares, other than
those members who have dematerialised their shares with “own
name” registration, should contact their Central Securities
Depository Participant (CSDP) or broker in the manner and time
stipulated in their agreement:
• To furnish them with their voting instructions; and
• In the event that they wish to attend the meeting, to obtain the
necessary authority to do so.
Voting will be by way of a poll and every shareholder of the
company present, whether in person or represented by proxy, shall
have one vote for every share held in the company by such
shareholder.
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Shares held by a share trust or scheme, treasury shares and unlisted
shares will not have their votes at the annual general meeting
taken into account for the purposes of any resolution proposed in
terms of the JSE Listings Requirements.

ELECTRONIC PARTICIPATION
Shareholders or their proxies may participate in the annual general
meeting by way of a teleconference call, provided that if they wish
to do so they must contact the company secretary by email at
company.secretary@rmbh.co.za by no later than 17h00 on
19 November 2018 in order to obtain a PIN number and dial-in
details for that conference call.
Voting by way of teleconference call will only be permitted if the
applicable shareholder is represented by a proxy who is physically
present at the meeting and in respect of whom a proxy form has
been duly submitted in accordance with the provisions contained
in this notice of annual general meeting.
Shareholders wishing to participate in this manner are reminded
that they will be billed separately by their respective telephone
service providers.

PROOF OF IDENTIFICATION REQUIRED
Kindly note that, in terms of section 63(1) of the Companies Act,
participants at the meeting (including shareholders and proxies) will
be required to provide reasonably satisfactory identification, and
the person presiding at the annual general meeting must be
reasonably satisfied that the right of any person to participate in
and vote (whether as a shareholder or as proxy for a shareholder)
has been reasonably verified, before being entitled to attend or
participate in a shareholders’ meeting.
Acceptable forms of identification include valid identity
documents, driver’s licences and passports.

Summary of shareholder rights
In compliance with the provisions of section 58(8)(b)(i) of the
Companies Act, a summary of the rights of a shareholder to be
represented by proxy, as set out in section 58 of the Companies Act,
is set out below:
• A shareholder entitled to attend and vote at the annual general
meeting may appoint any individual (or two or more individuals)
as a proxy or as proxies to attend, participate in and vote at the
annual general meeting in the place of the shareholder. A proxy
need not be a shareholder of the company.
• A proxy appointment must be in writing, dated and signed by
the shareholder appointing the proxy, and, subject to the rights of
a shareholder to revoke such appointment (as set out below),
remains valid only until the end of the annual general meeting.
• A proxy may delegate the proxy’s authority to act on behalf of a
shareholder to another person, subject to any restrictions set out
in the instrument appointing the proxy.
• The appointment of a proxy is suspended at any time and to the
extent that the shareholder who appointed such proxy chooses
to act directly and in person in the exercise of any rights as a
shareholder.
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• The appointment of a proxy is revocable by the shareholder in
question by cancelling it in writing, or making a later inconsistent
appointment of a proxy, and delivering a copy of the revocation
instrument to the proxy and to the company. The revocation of a
proxy appointment constitutes a complete and final cancellation
of the proxy’s authority to act on behalf of the shareholder as of
the later of the date stated in the revocation instrument, if any;
and (b) the date on which the revocation instrument is delivered
to the company as required in the first sentence of this
paragraph.
• If the instrument appointing the proxy or proxies has been
delivered to the company, as long as that appointment remains
in effect, any notice that is required by the Companies Act or the
MOI to be delivered by the company to the shareholder, must be
delivered by the company to (a) the shareholder, or (b) the
proxy or proxies, if the shareholder has (i) directed the company
to do so in writing; and (ii) paid any reasonable fee charged by
the company for doing so.
A brief CV of each of the persons mentioned above appears
on pages 62 to 65 of the annual integrated report.

By order of the board of directors

Ellen Marais
Company secretary
24 October 2018

FORM OF PROXY
Only for use by shareholders who have not dematerialised their shares or who have dematerialised their shares with “own name” registration.

RMB HOLDINGS LIMITED
Incorporated in the Republic of South Africa
Registration number: 1987/005115/06
Share code: RMH ISIN: ZAE000024501
(RMH or the company)
For use by shareholders who have not dematerialised their shares or who have dematerialised their shares but with “own name” registration, at the annual general
meeting to be held at 14:00 on Wednesday, 21 November 2018, the Dr AE Rupert boardroom, Remgro head office, Millenia Park, 16 Stellentia Avenue, Stellenbosch,
7600 and at any adjournment thereof.
Shareholders who have dematerialised their shares, other than with “own name” registration, must inform their Central Securities Depository Participant (CSDP) or
broker of their intention to attend the annual general meeting and request their CSDP or broker to issue them with the necessary authorisation to attend or they must
provide their CSDP or broker with their voting instructions should they not wish to attend the annual general meeting in person.
I/We, the undersigned (name)
of (address)
and (contact number)
the registered holder of
ordinary shares in RMB Holdings Limited (Registration number 1987/005115/06), hereby appoint
1.

, of

or failing him

2.

, of

or failing him

3. the chairman of the annual general meeting, as my/our proxy to be present and act on my/our behalf, speak and on a poll, vote on my/our behalf as indicated
below [on the special and ordinary resolutions, with or without modification, to be proposed] at the annual general meeting of shareholders of the company to be held
at 14:00 on Wednesday, 21 November 2018 and at any adjournment thereof as follows: (see note 2)
In favour of
Against
Abstain
Ordinary resolutions number 1.1 to 1.7
Re-election of directors:
1.1 Johan Petrus (Johan) Burger
1.2 Lauritz Lanser (Laurie) Dippenaar
1.3 Paul Kenneth (Paul) Harris
1.4 Alberthinah Kekana
Vacancies filled by the directors during the year:
1.5 Matsotso Mamongae (Mamongae) Mahlare
1.6 Ralph Tendai (Ralph) Mupita
1.7 James Andrew (James) Teeger
Ordinary resolution number 2
Place 5% of the authorised ordinary shares under the control of the directors
Ordinary resolution number 3
General authority to issue ordinary shares for cash
Ordinary resolution number 4
Approval of re-appointment of auditor
Ordinary resolutions number 5.1 to 5.3
Election of the company’s audit and risk committee members:
5.1 Sonja Emilia Ncumisa (Sonja) de Bruyn
5.2 Per-Erik Lagerström
5.3 James Andrew (James) Teeger
Ordinary resolutions number 6
Signing authority
Special resolution number 1
Approval of non-executive directors’ remuneration with effect from 1 December 2018
Special resolution number 2
General authority to repurchase company shares
Special resolution number 3
Issue of shares, convertible securities and/or options to persons listed in section 41(1) of the Companies Act
for the purposes of their participation in a reinvestment option
Special resolution number 4
Financial assistance to directors, prescribed officers and employee share scheme beneficiaries
Special resolution number 5
Financial assistance to related or inter-related entities
Instructions to my/our proxy are indicated by a cross in the space provided above or by the number of shares in the appropriate boxes where all shares held are not
being voted.
Date

2018

Signature of registered shareholder (assisted by me as applicable)

PLEASE SEE THE NOTES ON THE REVERSE SIDE OF THIS FORM
ANNUAL INTEGRATED REPORT 2018
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NOTES TO FORM OF PROXY
1.

A shareholder, who is entitled to attend and vote at the annual general meeting, may appoint one or more proxies to attend, speak and
vote in his/her stead. A proxy need not be a shareholder of the company.

2.

Every shareholder present in person or by proxy and entitled to vote at the annual general meeting of the company shall, on a show of
hands, have one vote only, irrespective of the number of shares such shareholder holds, but in the event of a poll, every ordinary share in
the company shall have one vote.

3.

Dematerialised shareholders with “own name” registration are shareholders who appointed Computershare Custodial Services as their
Central Securities Depository Participant (CSDP) with the express instruction that their uncertificated shares are to be registered in the
electronic sub-register of members in their own names.

INSTRUCTIONS REGARDING SIGNING AND LODGING THE PROXY FORM
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1.

A shareholder may insert the name of a proxy or the names of two alternative proxies of the shareholder’s choice in the space/s
provided overleaf, with or without deleting “the chairman of the annual general meeting”, but any such deletion must be initialled by the
shareholder. Should this space be left blank, the chairman of the annual general meeting will exercise the proxy. The person whose name
appears first on the proxy form and who is present at the annual general meeting will be entitled to act as proxy to the exclusion of those
whose names follow.

2.

A shareholder’s voting instructions to the proxy must be indicated by the insertion of the number of votes exercisable by that shareholder
in the appropriate spaces provided overleaf. Failure to do so shall be deemed to authorise the proxy to vote or to abstain from voting at
the annual general meeting as he/she thinks fit in respect of all the shareholder’s exercisable votes. A shareholder or his/ her proxy is not
obliged to use all the votes exercisable by him/her or his/her proxy, but the total number of votes cast, or those in respect of which
abstention is recorded, may not exceed the total number of votes exercisable by the shareholder or by his/her proxy.

3.

A minor must be assisted by his/her parent or guardian, unless the relevant documents establishing his/her legal capacity are produced
or have been registered by the transfer secretaries.

4.

The company requests that completed proxy forms be forwarded to reach the company’s transfer secretaries, Computershare Investor
Services Proprietary Limited at Rosebank Towers, 15 Biermann Avenue, Rosebank, 2196 (PO Box 61051, Marshalltown, 2107) or at fax
number 011 688 5238 to be received by no later than 09:00 on Monday,19 November 2018 for administrative purposes only. Proxy forms
may only be completed by shareholders who have not dematerialised their shares or who have dematerialised their shares with “own
name” registration.

5.

Documentary evidence establishing the authority of a person signing this proxy form in a representative capacity must be attached to
this proxy form unless previously recorded by the transfer secretaries or waived by the chairperson of the annual general meeting.

6.

The completion and lodging of this proxy form shall not preclude the relevant shareholder from attending the annual general meeting
and speaking and voting in person thereat to the exclusion of any proxy appointed in terms hereof, should such shareholder wish
to do so.

7.

The completion of any blank spaces overleaf need not be initialled. Any alterations or corrections to this proxy form must be initialled by
the signatory.

8.

The chairman of the annual general meeting may reject or accept any proxy form which is completed other than in accordance with
these instructions, provided that he is satisfied as to the manner in which a shareholders wishes to vote.
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ADMINISTRATION
RMB HOLDINGS LIMITED (RMH)

SPONSOR

(Incorporated in the Republic of
South Africa)

(in terms of JSE Limited Listings Requirements)

Registration number:
JSE ordinary share code:
ISIN code:

(a division of FirstRand Bank Limited)

1987/005115/06
RMH
ZAE000024501

RAND MERCHANT BANK
Physical address:

DIRECTORS
JJ Durand (chairman),
HL Bosman (chief executive and
financial director), JP Burger, P Cooper,
(Ms) SEN De Bruyn, LL Dippenaar,
PK Harris, (Ms) A Kekana, P Lagerström,
(Ms) MM Mahlare, MM Morobe,
RT Mupita, O Phetwe and JA Teeger
Alternate directors: F Knoetze, DA Frankel,
and DR Wilson

SECRETARY AND REGISTERED OFFICE
(Ms) EJ Marais
Physical address:

Postal address:
Telephone:
Telefax:
Web address:

3rd Floor,
2 Merchant Place,
Corner of Fredman
Drive and Rivonia Road,
Sandton, 2196
PO Box 786273,
Sandton, 2146
+27 11 282 8000
+27 11 282 4210
www.rmh.co.za

1 Merchant Place,
Corner of Fredman
Drive and Rivonia Road,
Sandton, 2196

TRANSFER SECRETARIES
Computershare Investor Services
Proprietary Limited
Physical address:

Postal address:
Telephone:
Telefax:

Rosebank Towers,
15 Biermann Avenue,
Rosebank, 2196
PO Box 61051,
Marshalltown, 2107
+27 11 370 5000
+27 11 688 5221

www.rmh.co.za

