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This section of the report presents the corporate governance and remuneration practices of the group for the 
reporting period. This year, key governance tasks have been tied to the governance structure responsible for 
addressing them; namely, the relevant board committee. The aim of this approach is to show our ‘governance 
in action’, rather than presenting a set of static principles and processes. This section also includes the FY14 
remuneration report, which details significant amendments that have been made to the remuneration policy 
of the group.

STRONG, ETHICAL GOVERNANCE
WBHO recognises that strong, ethical governance is a key component of sustainability within the organisation. This requires us 
to deliberate and act with fairness, responsibility, transparency and accountability, and to consider more than just our financial 
performance, appraising the short- and long-term impacts of our operations on society and the environment at the same time.

The board of WBHO and its committees are responsible for corporate governance throughout the organisation and ensure 
that it is addressed appropriately from a strategic perspective. The following diagram illustrates our governance structures and 
reporting processes:

GOVERNANCE AND 
REMUNERATION REVIEW

Further information regarding the governance structures, processes and guiding principles of the group, including our King III 
register, committee charters, Code of Conduct and board composition and attendance, can be found on the WBHO website at 
www.wbho.co.za 

SHAREHOLDERS AND STAKEHOLDERS

INFORMATION STEERING 
COMMITTEE

Responsible for 
ensuring effective, 

appropriate IT 
governance and 

support.

CREDIT 
COMMITTEE

Responsible for 
assessing all capital 

projects against 
financial, technical and 

strategic objectives.

TRANSFORMATION
COMMITTEE

Responsible for 
implementing initiatives 
to achieve the strategic 

transformation 
objectives of the group.

SKILLS DEVELOPMENT 
COMMITTEE

Responsible for 
ensuring the training 

and skills development 
programmes of the 

group are co-ordinated 
and effective.

EXECUTIVE COMMITTEE 
Responsible for assisting the CEO in managing the day-to-day operations of the group. The committee 

recommends policies and strategies to the board and, once approved, monitors the implementation 
thereof. In addition, mandates are given to the committees below to oversee specific areas of importance 

on behalf of Exco.

AUDIT AND RISK 
COMMITTEE

Responsible for 
financial 

sustainability and 
risk management.

SOCIAL AND ETHICS 
COMMITTEE

Responsible for good 
corporate citizenship, 
encompassing ethical, 

legal, social and 
environmental 
governance.

NOMINATION 
COMMITTEE

Responsible for 
identifying and sourcing 

appropriately skilled 
directors.

REMUNERATION 
COMMITTEE

Responsible for 
attracting, retaining and 
motivating world-class 

employees.

BOARD OF DIRECTORS
Responsible for strategic leadership and guidance and ensuring that the company remains a robust, 

successful business, responsive to stakeholders and accountable to shareholders.
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SOCIAL AND ETHICS COMMITTEE REPORT
The Social and ethics committee had an active year as it is still relatively new and its mandate is broad. The Chairperson of the Audit 
and risk committee, Nomgando Matyumza, was appointed to the committee to further strengthen available expertise and the co-
ordination between the two working groups.

In terms of promoting and communicating ethical standards across the group, the committee supervised further company-wide 
training on competition law and updated the Code of Conduct, which enshrines the values and behaviour expected of all WBHO 
employees.

The committee has reviewed the wide range of regulations and laws with which the group must comply, including the Employment 
Equity Act, the Broad-based Black Economic Empowerment (BBBEE) Act, King III and the JSE Listing Requirements and is also 
assessing the standing of the company in terms of the United Nations Global Compact Principles. The objective of this review is 

to develop a framework against which the committee is able to assess and monitor the sustainability, risk and compliance key 
performance indicators of the company. Processes are now being put in place to ensure effective ongoing monitoring and 

reporting in this regard; in particular, formalising the reporting procedures and metrics used by the heads of shared services 
and the company compliance officer when presenting to the committee.

In terms of BBBEE, the committee reviewed the group scorecard and employment equity targets and obtained feedback 
from the Transformation committee on its progress.

The committee continues to monitor the company from an occupational health and safety (OHS) perspective and was 
pleased to note that the company achieved an overall LTIFR rate of 0,84 in South Africa and the rest of Africa for the 

period under review. In terms of environmental sustainability, the company maintained its ISO 14001 compliance 
across all divisions, marked its tenth year of continuous SABS, ISO 9001 QMS certification, and continues to 

participate in the Carbon Disclosure Project.

NOMINATION COMMITTEE REPORT
In fulfilment of its mandate, the Nomination committee reviewed the composition of the board to ensure that 

the balance of skills, experience and knowledge continued to be appropriate for the business to meet its 
strategic objectives. The committee reviewed the succession plans for both executive and non-executive 

appointments to the board as well.

During the year the lead independent non-executive director, Nomgando Matyumza, was appointed 
chairman of the committee. The committee also met during the period under review to discuss 

candidates to fill the vacancy left on the board by the resignation of executive director, Mr Malcolm 
McCulloch, in February 2013. After due discussion and deliberation, Mr Ross Gardiner was 

nominated, and has been appointed, as an independent non-executive director to the board.

REMUNERATION COMMITTEE REPORT
During the year, the Remuneration committee (Remco) took cognisance of feedback received 

from shareholders and made significant amendments to the remuneration policy of the 
company and the means by which senior executive pay is determined.

Without altering the overall orientation towards performance-variable pay, the 
remuneration policy has been amended to align Executive total guaranteed package 

levels closer to industry norms and to introduce a better balance between short-term 
and long-term incentives in respect of performance-variable pay.

This task has been concluded successfully and the amended policy will be 
presented to shareholders for approval at the company annual general meeting. 
Further details regarding the amendments to executive pay are discussed in 

the remuneration report that follows and in the remuneration policy of the 
company, which is available on the WBHO website at:  

www.wbho.co.za/downloads/governance/WBHO-Remuneration-Policy.pdf.
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REMUNERATION REPORT
Remuneration within WBHO is aligned to corporate strategy and in adherence to the principles set out in King III, the 
requirements of the Companies Act of South Africa in relation to the remuneration of directors and principal officers, and the 
remuneration policy of the group.

Senior executive pay 
The remuneration policy has been amended to cater for:

° executive total guaranteed package (TGP) levels that are more closely aligned to industry norms, away from the previously 
low levels, while ensuring that these remain benchmarked at no higher than the lower quartile of the market; and

° an improved mix, to be introduced over time, of targeted short-term incentives (STIs) and long-term incentives (LTIs) in 
respect of performance-variable pay.

Performance-variable pay will continue to carry a heavier weighting than guaranteed pay when rewarding the operational 
performance of senior directors and key management, albeit to a lesser extent.

Although more closely aligned to the comparable guaranteed executive pay levels within the industry, guaranteed pay levels of 
executive directors and senior management at WBHO will remain benchmarked below the median level, the purpose of which is 
to prevent large gaps in salary developing between executive directors and key senior operational management. It is the belief of 
the group that such gaps (often found in other companies) are counter-productive in a construction company where working as 
a cohesive team is crucial to success. A comparison of the total guaranteed package (TGP) of WBHO executives with those of 
other locally listed construction companies highlights that, on average, the TGPs of WBHO executives are approximately half of 
those of their industry peers.

The diagrams below indicate the targeted future orientation between TGP and STI, which, compared to the previous orientation, 
did not contain an LTI component. Further details regarding the amendments to executive pay are discussed in the remainder 
of this report and the remuneration policy of the company.

Future targeted mix of pay

Executive directors

20%

40%

40%

Senior management

37,5%

25%

37,5%  

The remuneration structure for other employee categories has not changed and varies in accordance with levels determined by 
the market and the operational/functional responsibilities expected from each individual employee.

Please note that detailed information regarding the structures, targets and key performance indicators (KPIs) relating to TGPs, 
STIs and LTIs are provided in the remuneration policy of the company, which is available on the website at www.wbho.co.za

Executive directors’ contracts
There have been no changes during the current year.

Total guaranteed packages
This year, the average increases for South African executives and senior management was 12,3%, a higher than normal figure 
due to the re-positioning of the previously low levels of guaranteed executive pay. Average increases for the remainder of the 
employees in South Africa were 9,1%.

Short-term incentives
The STIs for executive directors and other senior management are short-term, cash-based annual performance rewards 
determined by performance scorecards, structured with the following weighting:

° 70% for financial targets; and

° 30% for personal scorecard objectives.

Group targets are set for the Chairman, Chief Executive Officer (CEO) and Chief Financial Officer (CFO). Divisional targets apply 
to the remainder of the executives; however, all executives are measured against the headline earnings per share (HEPS) target, 
which is set on a group basis in recognition of their collective responsibility for the performance of the group as a whole.

GOVERNANCE AND
REMUNERATION REVIEW CONTINUED

 TGP

 LTI 

 STI
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The targets take into account the current trading conditions and challenges being faced by the group and/or relevant division 
and incorporate a meaningful level of stretch. The threshold targets are set at a level that represents the minimum level of 
acceptable performance for the business.

Historically, the STI payments were approved in November of each year, but related to the performance of the previous financial 
period. These STI bonuses were disclosed in the financial year in which approved. In order to match the STIs disclosed with the 
performance of the financial year to which it relates, with effect from the year ended 30 June 2014, STIs for executive directors 
and prescribed officers are approved at the time of issuing the annual financial statements. The June 2013 figures have been 
adjusted for comparative purposes.

In respect of personal scorecard objectives, these include aspects such as safety performance, people development and 
training, sustainable development, empowerment and transformation objectives, customer loyalty and growth, ethical 
behaviour, acquisitions and disposals of businesses and/or major clusters of assets, and special projects. Performance below 
the threshold of a financial target will result in no STI payment on that measure.

Executive directors
The financial targets are approved by the board annually and in advance, taking cognisance of operational budgets. These 
define ‘minimum’, ‘expected’ and ‘maximum’ targets for the business with respect to:

° the headline earnings per share (HEPS) growth rate;

° operating profit;

° the return on capital employed (ROCE); and

° cash flow.

There is a further component based on personal scorecard objectives.

Performance metric

Threshold 
%

Target 
%

Stretch 
%

Operating profit 24 50 98
Cash flow 10 20 42
ROCE 21 42 86
HEPS 15 28 54

Bonus based on financial targets 70 140 280
Bonus based on personal scorecard objectives 30 60 120

Total potential bonus 100 200 400

The range of the annual performance bonus awards for executive directors is as follows:

Group 
Chief Executive

%

Other 
executive directors

%

Threshold 100 100
On-target performance 200 200
Maximum 400 400

Percentages are of TGP for relevant position.

The percentages may appear above market norms, but are part of the deliberate policy of positioning TGP at below the lower 
quartile, which necessitates a higher STI percentage.

Performance against FY14 STI targets and objectives

Personal 
scorecard 

component
%

Financial metric component
Actual 

bonus as % 
of TGP

%

Potential 
maximum 
bonus as 

% of TGP
%

Operating 
profit

%
ROCE

%
Cash flow

%
HEPS

%

CEO
EL Nel 96 57 86 0 18 257 400
Executive directors
MS Wylie 102 57 86 0 18 263 400
CV Henwood 83 57 86 0 18 244 400
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Group operating profit before non-trading items for the year ended 30 June 2014 increased by 10% to an amount of 
R1 035 million. HEPS increased by 2%, ROCE was 22,7% and the cash outflow for the year amounted to R797 million 
(predominantly due to the consolidation of Capital Africa Steel).

The threshold for HEPS was achieved, the target for operating profit was achieved and the stretch target for ROCE was 
achieved. The cash flow threshold was not achieved.

Executive directors’ emoluments

Total guaranteed package
R’000

STI
R’000

LTI
R’000

Total
R’000

2014
CEO
EL Nel 2 139 5 506 – 7 645

Executive directors
CV Henwood 2 053 5 018 – 7 071
MS Wylie 1 740 4 583 – 6 323
JP Botha* 1 038 – – 1 038

2013     
CEO
EL Nel 1 831 6 500 – 8 331

Executive directors
CV Henwood 1 815 5 500 – 7 315
MS Wylie 1 590 4 500 – 6 090
JP Botha 1 857 4 500 – 6 357

Executive directors’ shareholding

2014 2013

Direct
’000

Indirect
’000

Total
’000

Direct
’000

Indirect
’000

Total
’000

EL Nel 261 – 261 261 – 261
CV Henwood – 100 100 – 100 100
MS Wylie – 900 900 – 900 900
JP Botha* – – – 184 – 184

* JP Botha resigned from the board on 23 January 2014.

Prescribed officers’ emoluments 

Total guaranteed 
package

R’000
STI

R’000
LTI

R’000
Total

R’000

2014
Prescribed officer 1 1 985 5 500 – 7 485
Prescribed officer 2 1 764 4 000 – 5 764
Prescribed officer 3 1 176 500 – 1 676
Prescribed officer 4 1 868 4 000 – 5 868
Prescribed officer 5 1 869 5 500 – 7 369
Prescribed officer 6 1 615 2 500 – 4 115

2013
Prescribed officer 1 1 668 5 500 – 7 168
Prescribed officer 2 1 609 4 000 – 5 609
Prescribed officer 3 1 079 350 – 1 429
Prescribed officer 4 1 715 6 500 – 8 215
Prescribed officer 5 1 637 6 000 – 7 637
Prescribed officer 6 1 511 3 800 – 5 311

GOVERNANCE AND
REMUNERATION REVIEW CONTINUED
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Prescribed officers’ shareholding
2014 2013

Direct
’000

Indirect
’000

Total
’000

Direct
’000

Indirect
’000

Total
’000

Prescribed officer 1 103 – 103 103 – 103
Prescribed officer 2 14 564 578 14 564 578
Prescribed officer 3 – – – – – –
Prescribed officer 4 91 – 91 116 – 116
Prescribed officer 5 18 – 18 18 – 18
Prescribed officer 6 50 – 50 50 – 50

LONG-TERM INCENTIVES
Long-term incentives for executive directors and senior management within WBHO are to be provided through the proposed 
2013 WBHO Share Plan, still to be approved by shareholders. Full descriptive details of the plan, and the JSE-approved plan 
rules, are contained in the circular distributed to shareholders on 13 October 2014 and the remuneration policy of the company.

The current status of existing LTI schemes is briefly described below, full details regarding these schemes are available in the 
remuneration policy, as well as in note 29 of the audited consolidated financial statements.

WBHO Management Trust
Currently, two tranches of shares amounting to 706 000 shares have been sold to employees pending the fulfilment of the 
vesting conditions. All the shares on offer were taken up and vest in 2015 and 2017, respectively. No tranches of shares were 
offered nor vested during the current reporting period and 899 140 shares are available for future offers to employees.

WBHO Share Trust
One tranche of 50 000 shares has been sold to an employee, where the vesting conditions are still in effect. No shares were 
offered nor vested during the reporting period and 42 375 shares are available for future offers to employees.

Akani Investment Holdings (Pty) Ltd
Each year, the trust allocates Akani shares to employees who have achieved five years of continuous service to the group. 
In the current year, 1 238 000 shares were issued to 695 employees. Additional shares are acquired, over the vesting period 
of five years, at the prevailing market value, with the dividends earned on the allocated shares. In total, 170 000 shares have 
been purchased in respect of tranches of allocated shares yet to vest. The shares which vest at the end of the vesting period 
consist of the shares purchased in terms of the reinvestment obligation, as well as the number of shares acquired in terms of 
the repurchase formula. In the current year, 37 000 shares and 10 000 shares vested, respectively.

The Edwin Share Trust
The trust sells units that are linked to the shares of the company to employees and confers the dividend and capital appreciation 
rights in respect of the shares to the selected individuals. 329 000 units have currently been sold, of which four employees 
holding 49 000 units have outstanding loans to be settled. There are 271 000 units available for future sale to employees. During 
the current year, 4 000 units were bought back by the trust.

Australia
The group operates share incentive schemes within both Probuild and WBHO Civil. Shares are sold at market-related prices 
determined by valuation techniques and loans are raised in respect of the shares sold.

In Probuild, 1 027 000 shares are held by employees where the vesting conditions have not yet expired. In the current year, 
502 000 shares were bought back from individuals who left the employ of the company, while no new offers were made to 
employees.

In WBHO Civil, 450 000 shares were sold to the Managing Director in a prior period where the vesting conditions remain in 
effect. No new offers were made to employees.
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Non-executive directors remuneration
Directors’ fees are determined by Remco and ratified by the main board and shareholders.

2015 
R’000 

2014 
R’000 

Lead independent director 281 255
Non-executive director 176 160
Chairman of Audit committee 266 242
Chairman of Remuneration committee 130 55 
Chairman of Social and ethics committee 61 55
Committee members (per meeting) 24 22

Non-executive directors’ emoluments

Directors’ fees

2014
R’000

2013
R’000

NS Maziya 280 270
NS Mjoli-Mncube 407 347
JM Ngobeni 323 277
RW Gardiner* 141 –
NNM Matyumza 523 378
MW Mcculloch^ – 108

* Appointed 23 January 2014
^ Resigned 22 February 2013

Non-executive directors’ shareholding

2014 2013

Direct
’000

Indirect
’000

Total
’000

Direct
’000

Indirect
’000

Total
’000

NS Maziya – 701 701 – 692 692
NS Mjoli-Mncube – 701 701 – 692 692
NNM Matyumza – – – – – –
JM Ngobeni – 701 701 – 692 692
RW Gardiner – – – – – –

Shares disclosed in the above table are allocated shares in respect of the empowerment initiative of the group and do not 
represent the number of shares likely to vest upon fulfilment of the vesting conditions.

The number of WBHO shares that ultimately vest is dependent on the market value at the end of that period based on a 
predetermined threshold. A partner is entitled to exit the scheme upon the occurrence of a trigger event as defined in the 
scheme rules. If this were to happen at 30 June 2014, such partner would receive 37 799 shares in terms of the formula, plus 
67 644 WBHO shares acquired with dividends over the eight years that the scheme has been in existence. This would result 
in a total vesting of 105 443 shares on the assumption that all taxes due would be paid by the partner. The indirect shares 
reflected at 30 June 2014 consist of 633 333 allocated shares and 67 644 dividend shares purchased on the open market.

GOVERNANCE AND
REMUNERATION REVIEW CONTINUED
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AUDIT AND RISK COMMITTEE REPORT
The Audit and risk committee has executed its duties and responsibilities during the 2014 financial year in accordance with its 
terms of reference as these relate to the accounting, internal auditing, internal control and financial reporting practices of the 
group. The operation of the committee is guided by a detailed charter, which is informed by the Companies Act and King III and 
is approved by the board.

The committee performed several duties for the board during the year under review. From an audit perspective, the committee 
performed its statutory duties, including monitoring the integrity of the accounting practices and financial statements of the 
group, satisfying itself that these are appropriate, accurate and comply with all aspects of the International Financial Reporting 
Standards (IFRS). The committee also satisfied itself that the external auditor of the group was independent, capable and, in 
consultation with executive management, agreed to the engagement letter, terms, audit plan and budgeted audit fees for the 
year under review.

One of the key tasks the committee completed this year was a comprehensive Quality Assurance and Improvement Programme 
(QAIP) of the internal audit function. The Institute of Internal Auditors South Africa (IIA SA) was asked to conduct an independent 
investigation and review of the internal audit function, which involved assessing its infrastructure, staff experience and ethical 
behaviour, available training and performance relative to applicable standards/best practices and the objectives of the business.

The IIA SA reported 62 areas of non-conformity to best practices and an initiative was launched to address these areas. 
During the year, all but five of these non-conformities were resolved and the last few items will have been addressed by 
6 December 2014. A programme of regular self-checks has also been introduced and the IIA SA will now audit the function 
every five years.

As a result of the comprehensive QAIP, the committee has satisfied itself that the internal audit function adheres to the relevant 
standards, is properly resourced and performs an effective role in the overall internal control environment of the organisation.

During the year, the committee continued with the implementation of a combined assurance model and focused on making sure 
all internal and external assurance activities are performed in an effective, co-ordinated manner. As noted earlier in this section, 
part of this process of seeking greater cohesion was the appointment of the Chairperson of the committee to the Social and 
ethics committee as well. 

From an internal control and risk management perspective, the committee is tasked with overseeing the governance of risk 
across the group. In fulfilling its mandate, the committee presented the board with an updated strategic risk profile of the risks 
and opportunities facing the group, as well as suggesting possible strategies to mitigate or exploit these risks. The committee 
also continued to oversee the embedding of risk from an operational perspective through the internal audit function.

The group fraud policy was also reviewed by the committee, which was satisfied that the necessary procedures are in place to 
deal with whistle-blowing.

The committee also performs an oversight role with regard to the integrated report of the group and recommended this report to 
the board for its approval.

We are also delighted to confirm that during the year, the vacancy on the committee left by the departure of Mr Malcolm 
McCulloch has been filled by Mr Ross Gardiner. 

Looking ahead, the committee will continue the evaluation process into the effectiveness of its own functions, advance the 
embedding of the combined assurance processes and finalise the implementation of the recommended improvements to the 
internal audit function made by the external assessment.

Going concern
Upon the review of a documented assessment of the going concern of the group, including key assumptions prepared by 
management and the external auditors, and having ensured that the annual financial statements fairly present the financial 
position of the company, the committee has satisfied itself that the company will operate as a going concern for the 
foreseeable future.

Further information regarding the duties, composition and attendance of the committee can be found on the WBHO website at 
www.wbho.co.za


