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FORWARD LOOKING STATEMENTS

Barloworld may, in this document, make certain statements that are not historical facts that relate to analyses and other information based on forecasts of future results
and estimates of amounts not yet determinable. These statements may also relate to our future prospects, developments and business strategies. Examples of such
forward-looking statements include, but are not limited to, statements regarding exchange rate fluctuations, volume growth, increases in market share, return on
invested capital, growth opportunities, capital distribution and cost reductions, including in connection with our business performance outlook. Words such as “believe”,
“anticipate”, “expect”, “intend", “seek”, “will”, “plan”, “could”, “may”, “endeavour”, “target”, “forecast” and “project” and similar expressions are intended to identify such
forward-looking statements, but are not the exclusive means of identifying such statements. By their very nature, forward-looking statements involve inherent risks and
uncertainties, both general and specific, and there are risks that the predictions, forecasts, projections and other forward-looking statements will not be achieved. If one
or more of these risks materialise, or should underlying assumptions prove incorrect, our actual results may differ materially from those anticipated. You should
understand that a number of important factors could cause actual results to differ materially from the plans, objectives, expectations, estimates and intentions
expressed in such forward-looking statements.
Forward-looking statements apply only as of the date on which they are made, and we do not undertake any obligation to update or revise any of them, whether as a
result of new information, future events or otherwise.
All references to years refer to the half year ended 31 March 2020.
Comprehensive additional information is available on our website: www.barloworld.com
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OUR STRATEGY

STRATEGY UPDATE

Fix and optimise

Shareholder
active model

Equipment southern Africa
rightsizing and streamlining Botswana
and Angola, improved ROIC

Goal: create centres of excellence,
provide strategic direction and
collaboration for Group strategy delivery

Automotive and Logistics
business review

Corporate centre measures
implemented to reduce costs
and streamline functions
BBS roll-out: significant improvement
in employee engagement and ways
of working

Growth
Goal: value creation balanced against
sustainable development framework
Acquisition of Mongolia CAT dealership
October 2020
Acquisition of Tongaat Hulett Starch
October 2020
Due consideration of the current fluid
macroeconomic environment

Opportunities to unlock value and
improve efficiencies leveraged
180 Katherine Street
precinct redevelopment
4

BARLOWORLD AIMS TO DRIVE VALUE CREATION THROUGH ITS PORTFOLIO
AND PERFORMANCE MOVES
The evolving equity story

Track record (examples)

Ambition

Above market growth and ROIC >13% with positive economic profits

Equipment Russia and DDS

High growth markets (equipment, consumer industries and industrial services)

Equipment top 3 position in Southern
Africa, Russia and Mongolia

1 Market

positioning
and portfolio
themes

Barloworld positioned in the top 3 of these markets (market share, profitability)
Emerging markets, including challenging territories with high growth prospects
Industrial (B2B) processing, distribution and services, working with selected principals
and partners
Competitive advantage through exclusive and/or long-term customer relationships

Long term relationships with principals
(e.g., Caterpillar)
Iberia divestment completed
Mongolia acquisition / Starch transaction

Value creation through divestments and M&A
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Resilience

Mix of counter-cyclical and asset light businesses with high cash conversion
Lean corporate center as a value integrator focusing on resources allocation
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Integrated
capabilities

Corporate centre and business units
restructured

Prudent cost management and efficiency improvements across the group

Cost reduction during Covid-19

Barloworld Business System (BBS) enabling a high-performance culture

BBS already deep into implementation

Digital and analytics capabilities that create additional value, leveraging scale

Diverse talent pool

Strong cash generation in down-turn

Talent and diversity as a key resource for value creation
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Funding &
resource
allocation

Prudent capital management, including releasing capital through divestments to fund growth Leverage well below targets
Capital allocation framework that balances growth capex, share buy-backs and dividends

Timing of M&A moves aligned with
divestment strategy
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TRADING IN A COVID-19 WORLD

Challenging trading conditions

Proactive mitigating measures implemented

 Challenging trading conditions exacerbated
by COVID-19

 COVID-19 Policy and Crisis Committee in place
to manage and mitigate impact on employees

 Low activity in key industries

 Active reduction in operating costs

 Lower average commodity prices and

subdued demand
 Severe business interruption through lockdowns
and supply chain interruptions

 Job losses and pressures on all industries
to impact post–crisis recovery
 Steady improvements as lockdown measures
are lifted

 12 month remuneration sacrifice plan implemented
on 1 May 2020
 Group-wide retrenchments (including early
retirement)
 Moratorium on external appointments
 Deferment of non-essential capex
 OEM extended payment terms and additional
counter measures to contain invested capital
 Expected 2020 overhead cost containment of
between R 700 million and R720 million before
implementation costs
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BUILDING A SUSTAINABLE FUTURE FOR
OUR PEOPLE, ENVIRONMENT AND COMMUNITIES
 Continued focus on zero harm across the Group, no work-related
fatalities in the period
 As at 30 September, 519 employees have tested positive for
COVID-19, 45 are recovering while 468 have recovered,
unfortunately and regrettably there’s been 6 deaths
 R129 million paid in salaries to employees who were not able to
work from home during lockdown in April and May
 Barloworld Siyakhula small and medium enterprise beneficiaries
receiving COVID-19 relief

 0% interest loan repayment holiday for 6 months, R1.8 million deferred

 R22.4 million six month relief fund, 41 beneficiaries and 454 jobs saved

 South African Solidarity fund partnership: goods and services
worth R8.8 million
 Khula Sizwe BBBEE transaction, 57 of the 64 properties
transferred valued at R2.5 billion
 Non-renewable energy consumption down 15%, greenhouse
gas emissions (scope 1 and 2) down 17%
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COMMITMENT TO DIVERSITY AND INCLUSION
8TH GENDER MAINSTREAMING AWARDS 2020
Our D& I commitment recognised with the following awards :
1. Investing in Young Women
2. Women Empowerment in the Workplace (JSE-listed company as
well as OVERALL winner in this category)
3. Gender Mainstreaming Champions for 2020

BALANCE SHEET STRENGTH
FINANCIAL POSITION, GEARING AND LIQUIDITY
 The Group's balance sheet as at 31 August 2020 remained impressively strong considering the challenging environment.
 A robust and solid liquidity position with cash balance of R8.0 billion was maintained with the net debt position increasing marginally to R1.4 billion

and in line with the closing balance as at 30 September 2019.

 The headroom on committed facilities remained substantial at R9.5 billion.
 These facilities exclude the ring fenced R5.3 billion of committed funding for the Tongaat Hulett Starch acquisition.
 The funding capacity of the Group remains healthy as management continues to focus on actively reviewing and monitoring all facilities on an

ongoing basis and remain confident of the good liquidity position.

 At the end of 31 August 2020, the Group's gearing levels remained low and our financial position was well within our covenants.
 It is important to note that, in April 2020, the EBITDA to interest covenant was renegotiated based on an unpredictable future that was forecasted at

the time.

 We find ourselves not only meeting the renegotiated covenant but also remaining well within our old covenant targets even post acquisition of the

Mongolia caterpillar business.

 Management interventions during the lockdown period have sown positive results in managing our assets and liabilities.
 The old target was at 3.5 times whilst the new target is at 2.5 times. Only the EBITDA interest covenant was adjusted, the NET debt/EBITDA was not

adjusted and remains at less than 3 time.
Debt covenants

August 2020

EBITDA: Interest Cover >2.5 times

5.0 times

Net Debt:EBITDA <3.0 times

0.3 times

 Even after taking into account the acquisitions being progressed, we retain significant headroom within our covenants, with Net Debt to
EBITDA expected to still remain below 2.0 times, target being below 3.0 times.
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DIVIDEND

 As indicated at the release of the interim results
 2019/2020: R2.1 billion capital issued to shareholders in dividends and share buy backs
 Barloworld has comfortably met its solvency and liquidity obligations and given the current market conditions
took the important precautionary measure not to declare a dividend payment for the six months ended 31
March 2020.
 Furthermore it is also unlikely that a dividend will be declared at year end.
 The board continues to monitor the market conditions and will make the decision on the declaration of a final
dividend in November
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BARLOWORLD’S GOVERNANCE FRAMEWORK

EFFECTIVECONTROL
 The board has overall responsibility for governance across the
group and retains effective control through the board-approved
governance framework and provides for delegation of authority
with clearly defined mandates and authorities while retaining
its accountability. The board has delegated certain functions to
the 5 standing board committees; allowing it to allocate
sufficient time and attention to decision-making on material
matters. This also allows for the delegated matters to receive
in-depth focus at committee level. The group chief executive
and the executive committee are charged with the
implementation of the group strategy and are measured
against strategy-aligned performance targets. The board is
satisfied that it fulfilled all its duties and obligations in the 2020
financial year.
BOARD EVALUATION
 To assess the board’s effectiveness and that of its committees
and the overarching governance framework, we conduct an
external and internal board evaluation every two years. The
board was externally evaluated in 2019 and no material issues
were noted. The next evaluation will take place in 2021 and
will evaluate the board individually and collectively,
governance issues and the group company secretary’s
performance of statutory and other administrative duties.
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BOARD APPOINTMENT PROCESS

ROTATION OF DIRECTORS
 To maintain the independence of the board and ensure fresh and diverse insights and
perspectives, one-third of the non-executive directors who have served longest since their previous
re-election, are required to retire annually, and if available and eligible, stand for re-election at the
company’s annual general meeting.
 At the 2021 annual general meeting, SS Ntsaluba, HH Hickey, P Schmid and N Mnxasana will
retire. HH Hickey, P Schmid and N Mnxasana, being eligible, avail themselves for re-election.
 A retiring director will be considered for re-election subject to the nominations committee
recommending his/her eligibility, taking into account past performance and contribution made.
TERM LIMIT OF DIRECTORS
 In terms of the director term limit policy, if a director reaches the age of 70 or has been in the office
for nine years, they should retire and may not make themselves available for re-election. A director
may continue to serve for longer than nine years but for not more than twelve years, provided the
board in its absolute discretion and unanimous decision determines that it is in the best interests of
the company and its shareholders to extend the director’s service for the additional period of time.
NOMINATIONS COMMITTEE BOARDS SHAREHOLDERS BOARD CHANGES AND SUCCESSION
PLANNING
 Barloworld is committed to forward-thinking succession planning, to ensure stability and continuity
within the board and executive leadership. The board ensures that it has robust succession plans
that recognise the businesses’ current and future needs, taking into account the group’s strategy.
Mrs Neo Dongwana was elected as chairman of the board, effective 13 February 2020. This
followed the retirement of Adv. Dumisa Ntsebeza as chairman and director. The board
congratulates Mrs Dongwana on her appointment and looks forward to her continued invaluable
contributions.
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BARLOWORLD GROUP EXECUTIVE COMMITTEE
Given the unprecedented times we find ourselves in, our group executive committee
spent much of the latter part of the financial year taking decisive measures in response to
ensure resilient Group performance as well as the long term value creation by the Group
Excellent progress made in the implementation of the mergers and acquisition strategy
with the closure of the Wagner Asia Equipment (Mongolia) transaction, the Tongaat Hulett
Starch transaction is expected to close by 31 October 2020
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BOARD DIVERSITY POLICY IN PLACE

 In terms of the JSE Listing Requirements and King Code of Good Practice every public listed company in SA is required to
disclose annually to its shareholders how it has addressed gender and race on its board;
 The Board currently comprises 55% women and 73% Black representation
 Board Structure and Board Committees
 The Board manages board size and composition to ensure that it is aligned to the business strategy and company
turnover;
 As at February 2020 the Board comprised of 13 directors, three executive directors and 10 non-executive directors
 The Chairman retired from the Board in February 2020, and Mr Ntsaluba will retire from the board at the 2021 AGM;
 Board has taken a decision not to fill these vacancies resulting in 9 non-executive directors post the 2021 AGM
 Following board evaluation recommendations in 2019, most issues that were dealt with by the Risk Committee were moved
to the Social Ethics and Transformation Committee (SETC)
 With the reduction of non-executive directors and scope of the Risk Committee the board has taken a decision to merge the
Audit and the Risk Committees into one committee, with measures in place not to compromise the oversight previously
handled by the two committees
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BACKGROUND: REMUNERATION

Non Binding Advisory Votes Trends (12 Feb 2020 AGM)

Financial Year

Remuneration policy
Implementation report

2018

2019

97.67%

76.34%

98%

56.03%




CSP: 98.59%
FSP changes: 98.51%

Follow-up Shareholder Engagement held on 18 March 2020
 SENS announcement inviting dissenting shareholders to note their specific concerns and engage with the
company issued on 13 February 2020
 Shareholder Engagement session held on 18 March 2020

Draft 2020 Remuneration Report Highlights

This document provides:

 Key remuneration highlights
 An update on actions taken to address 2019 issues

RECAP OF THE KEY REMUNERATION ELEMENTS & PRINCIPLES

BARLOWORLD’S REMUNERATION MIX COMPRISES OF THE FOLLOWING KEY ELEMENTS:
.
Total guaranteed packages (TGP)


TGP is benchmarked at the median of the national market for senior/executive roles (GG16+) and at the relevant industry market
for middle management and below



Salaries are reviewed annually in October with reference to benchmarks , inflation, affordability etc.



To drive pay for performance and internal equity, performance and compa-ratios are considered during the salary adjustment
process for senior management and executives

Total
Guaranteed
Package
(incl.
benefits)

Variable Pay - Short term incentives (STI)

Robust
Business and
Individual
Performance

Variable Pay
(STIs & LTIs)



STIs recognise exceptional performance through a discretionary annual incentive targeted as a % of eligible employee’s
basic salary



STI metrics and targets are carefully selected to drive the company’s strategic objectives and approved annually by the
Remco



STI payments are capped at 175% of annual basic salary for Group Executives and 200% for the CEO
Variable - Long term incentives (LTI)
The following LTI plans drive long term value creation:

Replacement
and
Retention
Scheme

Refer to Remuneration policy for more details



Forfeitable Share Plan (FSP) for senior management (grade 15+, incl. executives0 and Conditional Share
Plan (CSP) for Group Executives only.



The Remco annually ratifies the quantum of awards, the performance conditions and the mix of
instruments granted
Replacement and Retention Scheme


Limited use scheme for critical and scarce skilled employees with performance conditions aligned

DRAFT 2020 REMUNERATION REPORT HIGHLIGHTS

Policies

Suppressed global economy and
company performance
necessitated tough decisions
including the implementation of
various austerity measures to save
costs and policy updates to
strengthen remuneration
governance

Guarantee
d pay

•
•
•
•
•
•
•

No changes to STI and LTI scheme principles
Replacement & Retention scheme policy (previously Attraction and Retention scheme)
Minimum shareholding requirements (MSR) policy developed and adopted
Malus and Clawback policy updated
Group Job Evaluation and Validation policy adopted
NED Fee policy being updated in line with market trends
Updated comparator group for Executive and NED benchmarks adopted

• 12-month salary sacrifice plan implemented for respective management levels
• Retirement fund contributions suspended for up to 12 months for all employees
except those 60 years and older.
• Resultant management impact is as follows:

Group Executives
Senior management
Middle management
Junior management

Total average sacrifice, incl retirement fund %
25%
21%
18%
14%

• No salary increases granted for all employee levels
• Unavoidable restructuring implemented
• NED fees reduced by 25% for three months

Variable
pay

LTI (FSP & CSP) Awards
• LTI awards were made per standard policy in March 2020. This included
implementation of the Conditional Share Plan (CSP) scheme
STI Awards
• No STIs will be paid in respect of the 2020 financial year

Other

Replacement and Retention Awards
• Retention scheme awards due from May 2020 suspended for 12 months

SUMMARY OF 2019 REMUNERATION REPORT ISSUES & ACTIONS TAKEN (1/2)
#
1

Issue

Explanation/Actions Taken

Group FD’s sign on/retention 
scheme cash award


2

Clarify
link
between 
remuneration and strategy

3

Provide further details on the 
use of economic profit (‘EP’)
in the STI was requested

4

Replacement nature of award and performance conditions explained

Status

Completed

Scheme policy updated to cater for share based awards linked to company’s long term
performance conditions
Clearer reference between strategy and remuneration being included in the Remuneration Completed
report. Reference to how the Barloworld Business System (BBS) is used to drive strategy
deployment and execution via the X-Matrices used for performance measurement and
management, will also be included
We appreciate that the various elements to this measure may make recalculation complex. Completed
Given that this measure is a key driver of incentives, more transparent and detailed
disclosure are being included in the financial statements as well as the remuneration report

The impact of use of RoIC, Clarified as below and further explanation to be included in Rem report :
Completed
RoE and economic profit on •
The calculation methodology is based on the principle of deployment of capital (vs operating
capital allocation decisions
assets) and consequently, delivering a return higher than the cost of capital allocated to the
questioned
corporate transaction. For acquisitions, the numerator includes the amortization of intangible
assets and the denominator includes goodwill and intangible assets. Operating profitability and
asset efficiency therefore need to be higher/better than peers to counter the additional
amortization charge as well as the higher allocated capital (though goodwill and intangible
assets)
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SUMMARY OF 2019 REMUNERATION REPORT ISSUES & ACTIONS TAKEN (2/2)
#
5

6

7
8
9

Issue
Details on targets for diversity and
inclusion targets (D&I) for STI

The company’s view on the Pay gap
disclosure in light of the pending
Company’s Amendment Bill 2019
which will impact on pay gap
disclosure was sought

Explanation/Actions Taken
•

D&I targets are based on the attainment of specific workforce targets (gender and
Completed
race) set in relation to the South Africa’s Economically Active Population (EAP) at
Group and Divisional level. Targets focus on improving diversity at middle, senior and
executive levels.

•

The details of D&I targets are disclosed in section 2 of the remuneration report and
the outcomes against the targets set are disclosed in section 3
Barloworld does not yet disclose its pay gap as there is currently no consistent
market basis for disclosure. The company will be happy to disclose once there is
alignment on the measurement thereof

•

•

Completed

Remco annually reviews the pay gap to ensure that Executive remuneration is
managed appropriately in relation to the remuneration of general employees.
Accordingly a pay gaps analysis was conducted for the year under review and
presented at the May Remco. Actions to close gaps over time will be monitored and
reported on as required
Response was provided in writing post the shareholder engagement session with a
Completed
detailed list of the comparator companies used. A new/updated peer group which will
be disclosed in section 2 of the Remuneration report.

•
Clarification was sought on the
constituents used in total remuneration
benchmarking
•
A detailed MSR policy has been developed and adopted
Information on how the company is
addressing minimum shareholding
requirements (MSR)
BBEEE scheme will be disclosed in the AFS
Remuneration impact of the BBBEE
deal on executives
20

Status

Completed

In progress

GROUP PRESENTATION

Thank you
BARLOWORLD INVESTOR RELATIONS
TEL: +27 11 445 1000
E-MAIL: BAWIR@BARLOWORLD.COM

