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Afrox  At a glance

Who is Afrox?
African Oxygen Limited (Afrox) was founded in 1927. We are southern Africa’s market leader in industrial gases, Liquefied 

Petroleum Gas (LPG) and welding products.

We operate in South Africa and seven other African countries. We have an associate company in Mauritius and manage various operations in five other 
African countries on behalf of Linde PLC – our global gases, engineering and technology parent company. Refer to the inside back cover for our corporate 
information.

Key market differentiators and core competencies

• We serve most South African industries and 
supply LPG, industrial gases and welding 
products into Africa through our logistics 
division, focusing on the Southern African 
Development Community (SADC). 

• Our footprint is the strongest among industrial 
gas companies and LPG suppliers in Africa and 
the SADC in particular.

• Linde’s global best practice guides how we 
manage our business. We have access to its 
technology, innovation, engineering and plant 
capabilities.

• We distribute our products across more than 
26 million kilometres locally and throughout 
Africa, through our enabling logistics and 
planning functions.

• Our brands include Arcmate®, Handigas, 
Saffire®, Vitemax®, Safety Gas® and Pay as 
You Gas®. 

• Our diverse and relatively non-cyclical 
portfolio earns us pockets of growth despite 
a strained economy. 

• We use world-class innovations, such as the 
Linde Integrated Valve (LIV®), for medical 
gases. 

• Our digital innovations include telematic 
safety systems for our truck drivers and a 
centralised e-commerce platform where 
customers can shop online and set up 
automatic monthly orders. 

• We invest in the Enterprise Development (ED) 
Action Fund, support Level 1 and 2 Broad-
Based Black Economic Empowerment (BBBEE) 
suppliers in various ways, and have a 
formalised project to deliver our products to 
informal settlements. This is all achieved 
through our ED initiative.

• Our product offerings are integrated 
with many industrial gas and hard 
goods products, supply options and 
solutions. 

• We segment our customer base to 
give individualised product offerings 
and fit-for-customer sales 
functionality. 

• We tailor product packages for 
specific industries and give expert 
engineering advice on welding, 
fabrication and process solutions for 
our customers to meet productivity 
and quality targets cost-effectively. 

• We train and advise customers on 
health, safety and environmental 
compliance relating to our products. 

• We ensure our customers’ LPG 
requirements are met through 
efficient local supply and large-scale 
import agreements.

• We remain agile and capable of recovering cost inflation. We owe this to our combined product 
offerings, stable operating model and well-adjusted cost base. We continuously measure whether 
our cost base is appropriate in relation to revenue. Based on this leading key performance 
indicator (KPI), Afrox embarked on a restructuring process to ensure a fit-for-purpose fixed cost 
base in 2019. 

• Our operating model supports our strategy: “Get healthier, get stronger, get business”. This results 
in continuous analysis to ensure an appropriate costs base, optimising our processes and 
positioning Afrox for growth.

• We are profitable with a strong 
balance sheet and an attractive 
dividend policy. 

• We recognise opportunities for 
growth in government spend and 
private business, and we have the 
cash resources to invest accordingly.

Salient features

The Afrox product reference manual contains a comprehensive range of products and is available on our website: 

https://www.afroxshop.co.za/shop/en/za/home 

Print and digital versions are available on request from www.afrox.co.za/en/investor_relations.

Revenue up

0.6% to 
R6 086 million
(2018: R6 047 million)

Earnings before interest and 
tax (EBIT) before restructure 
costs and impairments up 

23.3% to R867 million
(2018: R703 million)

Return on capital employed 
(ROCE)1 up 
453 bps to 23.1% 
(2018: 18.5%)

1 ROCE figures before the impact of IFRS 16 (21.5% 
including IFRS 16).
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Chapter 1  About this report

Useful terms

Average capital employed Equity (including non-controlling interests) + financial debt + liabilities from finance leases – cash and 
cash equivalents and receivables from finance leases

EPS Earnings per share: the net income after tax for the period attributable to Afrox shareholders/number of 
shares in issue excluding treasury shares

EBIT Earnings before interest and tax

EBITDA EBIT before non-recurring items adjusted for amortisation of intangible assets and depreciation of 
tangible assets

e-channel Afrox’s centralised customer service system and database for customer profiles, preferences and online 
purchases

HEPS Headline earnings per share: the net income after tax for the period before non-trading items, 
attributable to Afrox shareholders/number of shares in issue excluding treasury shares

Linde PLC The merged entity of The Linde Group AG and Praxair, effective 1 March 2019. Unless explicitly noted, 
“Linde” refers to Linde PLC in this report

LIV® Linde Integrated Valve: a cylinder regulator that can adjust the pressure at which gas is released and 
measure the amount of gas in a cylinder (refer to page 44)

LTIFR Lost-time injury frequency rate: a measure of the rate at which employees cannot work due to injuries, 
using a base of 1 000 000 hours

Organisational health The activities and projects that optimise Afrox’s efficiency, reduce its costs and align the Company with 
its strategic objectives

ROCE Return on capital employed, calculated as EBIT/average capital employed

This integrated report (report) is tailored for key stakeholders, being providers of financial capital, employees, government, industry regulators, 
existing and prospective customers, among others. In this report, “Afrox”, “the Company”, ‘the Group”, “us”, “our” and “we” refer to African Oxygen 
Limited and/or its management.

This integrated report 
presents the holistic 

performance of African 
Oxygen Limited for the 

financial year ended 
31 December 2019.
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Reporting approach
Basis for reporting Frameworks and guidelines

We based this report on eight matters substantively influencing Afrox’s 
ability to create value (material matters):

1. Economic strain and persistent lower demand

2. Safety and security

3. Digital innovations and cyber risk

4. Liquefied Petroleum Gas (LPG) market growth

5. Scarce skills and talent

6. Reliability of plants and supply chain

7. Compliance with laws, government policies and regulations

8. COVID-19

Refer to page 30 for detailed information regarding Afrox’s material matters.

The information in this report conforms to local and international 
requirements and frameworks. These include: 

• International Integrated Reporting Council’s (IIRC) Integrated 
Reporting Framework (<IR> Framework); 

• King Report on Corporate Governance™ for South Africa, 
2016 (King IV1); 

• International Financial Reporting Standards (IFRS); 
• Companies Act of South Africa, 71 of 2008, as amended 

(Companies Act); and 
• JSE Limited Listings Requirements (JSE Listings Requirements).

The report includes selected disclosures referenced from the GRI 102: 
General Disclosures standard and other sustainability frameworks to 
provide enhanced sustainability disclosures.

1 Copyright and trademarks are owned by the Institute of Directors in South Africa NPC and all of its rights are reserved.

Reporting suite
This report is our primary communication to our stakeholders. It describes our value creation, strategy, performance and prospects. The summarised 
consolidated audited financial statements included are derived from the audited consolidated financial statements for the year ended 
31 December 2019.

The following reports and supplementary documents to our integrated report are available at  www.afrox.co.za/en/investor_relations: 

Reports and supplementary 
documents Purpose and basis of preparation Assurance over content

Audited Group annual financial statements for 
the year ended 31 December 2019

Full annual financial statements in accordance 
with IFRS, Companies Act requirements and the 
JSE Listings Requirements

• Internal controls
• Internal audit
• Management and governance oversight
• External audit opinion

King IV disclosure guide Afrox discloses its compliance and application of 
the King IV principles supporting the detailed 
disclosures included in this integrated report

• Internal controls
• Management and governance oversight

Leadership supplementary report A list of qualifications, experience and other 
positions held by our Board and executive 
management

• Internal controls
• Management and governance oversight

Chapter 1  About this report continued
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Scope and boundary
Afrox annually publishes an integrated report. It describes Afrox and its consolidated entities’ performance and includes its subsidiaries and 
operations across Africa. Notes 4 and 5 to the audited Group annual financial statements detail our associate and subsidiaries. We discuss 
stakeholders’ real and potential impacts on our business and value chain where these are substantial. 

Afrox-owned
1 South Africa

2 Namibia1

3 Botswana1

4 Mozambique1

5 Zambia1

6 Malawi2

7 Lesotho1

8 Eswatini1

Linde-owned, managed by Afrox
9 Zimbabwe

10 Tanzania

11 Kenya

12 Uganda

13 Nigeria

Associate company
14 Mauritius (Afrox shareholding 38%)

1 100% subsidiary.
2 78% shareholding.

13

12

10

9

14

5 6
4

32

1
7

8

11

Integrated reporting boundary 
(considering material matters to  

be reported to stakeholders)

Financial reporting boundary
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Assurance
Afrox’s combined assurance model has three lines of defence to ensure the integrated report’s integrity and validity. Lines of defence include line 
management and managerial controls, functional areas and independent, objective internal and external assurance providers (refer to page 82).

Afrox does not obtain external assurance on sustainability data; rather assurance is obtained through management and governance oversight.

The summarised audited consolidated financial statements in this report are a summary of the audited and consolidated financial statements for  
the year ended 31 December 2019. PricewaterhouseCoopers Inc. (PwC) expressed an unmodified audit opinion on the audited and consolidated 
financial statements for the year ended 31 December 2019.

Forward-looking statements
Opinions in this report are, by nature, subject to known and unknown risks and uncertainties. Changing information or circumstances may cause the 
actual results, plans and objectives of Afrox to differ materially from those expressed or implied in any forward-looking statements. Undue reliance 
should not be placed on such opinions, forecasts or data.

No representation is made on the completeness or correctness of opinions, forecasts or data in this report. Neither Afrox nor any of its affiliates, 
advisors or representatives accept any responsibility for any loss arising from the use of any opinions expressed, forecast or data in this report. 
Forward-looking statements apply only as of the date on which they are made. Afrox does not undertake any obligation to publicly update or revise 
any of its opinions or forward-looking statements, whether to reflect new data or future events or circumstances.

The financial information on which the forward-looking statements are based was not audited or reported on by Afrox’s independent 
external auditors.

Feedback 
We welcome your feedback to help improve our reporting. Please send your queries and comments to corporate communications at 
investor.relations@afrox.linde.com.

Board responsibility
Afrox’s Board and its sub-committees carry ultimate responsibility for this report’s integrity and completeness. The Board applied its collective 
mind to the report’s preparation and presentation. They considered material matters’ accuracy and completeness, as determined by executive 
management, and believe they satisfy the <IR> Framework’s requirements.

The Board evaluated the reporting frameworks used and the reliability of all data and information presented and is satisfied the information in this 
report is correct and adheres to the chosen frameworks.

The Board approved the 2019 integrated report on 31 March 2020.

!

John Panikar Schalk Venter Matthias Vogt
Chairperson Managing Director Group Financial Director

Chapter 1  About this report continued
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Chapter 2  Our business

How we are structured to do business
Linde PLC (owns 50.47% of Afrox) Afrox

Linde PLC is a global gases, engineering and technology solutions company. Afrox operates in South Africa and in seven other African countries, permanently employing 1 728 people across sub-Saharan Africa. We operate and 
report according to the three business segments below.

Corporate and enabling functions • our operations division manages our supply chain, warehousing and distribution needs across our business units; and 
• the Merchant and Packaged Gases (MPG) unit includes industrial gases, special gases and Liquefied Petroleum Gas (LPG), both bulk and 

compressed, and manages the business’s performance. 
• the sales division handles customer relationships directly.

Our business segments are supported by: 

• our enabling functions: finance; operations; safety, health, environment and quality (SHEQ); information systems; communications; procurement; 
and human resources (HR); and

• the South Africa-based support services; channels to market (marketing, sales and distribution); customer services; strategy and risk; and 
performance transformation.

Atmospheric Gases

Products and services: Atmospheric gases are gaseous oxygen, nitrogen and argon supplied from our air separation units (ASUs) and various 
feed gas providers. We obtain carbon dioxide (CO2) from a limited pool of local feed gas suppliers and refine and purify it for customers and 
end-users’ needs.

Distribution channels: For Atmospheric Gases and CO2, we use bulk liquid tanker distribution or dispatch cylinders via road freight to merchant 
consumers. Our Gas & Gear outlets sell products directly to the end-user. We often serve larger industrial customers through pipelines linked directly 
to our ASUs. Customers can order products online for collection or delivery through our centralised e-channel.

Markets served: We serve the industrial, medical, hospitality and specialty markets.

Product range
• PGP: These are gas products compressed into cylinders and distributed to smaller end-users and retailers. For example, nitrogen, oxygen, argon 

and speciality gas mixtures
• Tonnage: Gas products are sent via a pipeline to significant or anchor customers through a process Afrox describes as “tonnage”. Products 

typically supplied include oxygen and nitrogen
• Bulk: Liquefied gases are distributed by cryogenic road tankers to customers across various sectors, including healthcare. Customers supplied with 

bulk products often have lower demand than tonnage customers and require products that can be delivered by road and stored practically on-site. 
Oxygen, nitrogen, argon and CO2 are examples of gases supplied in bulk

• Hospitality: Beverage dispensing and balloon gas
• Special gases: Refrigerants, chemicals and scientific gases

458
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Linde PLC (owns 50.47% of Afrox) Afrox

Linde PLC is a global gases, engineering and technology solutions company. Afrox operates in South Africa and in seven other African countries, permanently employing 1 728 people across sub-Saharan Africa. We operate and 
report according to the three business segments below.

Corporate and enabling functions • our operations division manages our supply chain, warehousing and distribution needs across our business units; and 
• the Merchant and Packaged Gases (MPG) unit includes industrial gases, special gases and Liquefied Petroleum Gas (LPG), both bulk and 

compressed, and manages the business’s performance. 
• the sales division handles customer relationships directly.

Our business segments are supported by: 

• our enabling functions: finance; operations; safety, health, environment and quality (SHEQ); information systems; communications; procurement; 
and human resources (HR); and

• the South Africa-based support services; channels to market (marketing, sales and distribution); customer services; strategy and risk; and 
performance transformation.

Atmospheric Gases

Products and services: Atmospheric gases are gaseous oxygen, nitrogen and argon supplied from our air separation units (ASUs) and various 
feed gas providers. We obtain carbon dioxide (CO2) from a limited pool of local feed gas suppliers and refine and purify it for customers and 
end-users’ needs.

Distribution channels: For Atmospheric Gases and CO2, we use bulk liquid tanker distribution or dispatch cylinders via road freight to merchant 
consumers. Our Gas & Gear outlets sell products directly to the end-user. We often serve larger industrial customers through pipelines linked directly 
to our ASUs. Customers can order products online for collection or delivery through our centralised e-channel.

Markets served: We serve the industrial, medical, hospitality and specialty markets.

Product range
• PGP: These are gas products compressed into cylinders and distributed to smaller end-users and retailers. For example, nitrogen, oxygen, argon 

and speciality gas mixtures
• Tonnage: Gas products are sent via a pipeline to significant or anchor customers through a process Afrox describes as “tonnage”. Products 

typically supplied include oxygen and nitrogen
• Bulk: Liquefied gases are distributed by cryogenic road tankers to customers across various sectors, including healthcare. Customers supplied with 

bulk products often have lower demand than tonnage customers and require products that can be delivered by road and stored practically on-site. 
Oxygen, nitrogen, argon and CO2 are examples of gases supplied in bulk

• Hospitality: Beverage dispensing and balloon gas
• Special gases: Refrigerants, chemicals and scientific gases

LPG

Products and services: LPG is an inexpensive and safe energy source 
consumed in small and large scales. We supply packaged LPG, branded as 
“Handigas”, and “Safety Gas®” in smaller cylinders for lower volumes. 
Higher demands are met with larger cylinders or direct delivery to bulk 
end-users.

Distribution channels: We source LPG from local refineries, bulk trading 
with competitors and imports. Our logistics department distributes LPG in 
cylinders or bulk, and our Level 1 and 2 Broad-Based Black Economic 
Empowerment (BBBEE) partners distribute LPG into informal markets. 
Customers can order products online for collection or delivery through our 
centralised e-channel.

Markets served: Our smaller LPG cylinders are versatile and useful in all 
major economic sectors and home use. Our larger bulk options are 
primarily used in manufacturing, larger commercial activities, retail 
and hospitality.

Product range
• LPG: Packaged LPG in a range of cylinder sizes
• Bulk supplies: Major industrial and hospitality users

Hard Goods

Products and services: Hard Goods include arc equipment, gas 
equipment and welding consumables, among others. Brands include 
Vitemax® and Saffire®.

Distribution channels: We sell manufactured and imported products 
through direct and indirect Afrox sales infrastructure to small-scale 
and bulk customers. We sell products in African countries other than 
South Africa through direct in-country sales channels, a container 
distribution model, and through our network of partners who export 
from South Africa. Our Gas & Gear outlets retail our products. 
Customers can order products online for collection or delivery through 
our centralised e-channel.

Markets served: Any industry where welding or component products 
are used. This includes light industry, manufacturing, mining, power 
generation and construction.

Product range
• Filler materials: Filler materials for manual metal arc (MMA), metal 

inert gas (MIG), tungsten electrode inert gas (TIG) and brazing, as 
well as fluxes and gouging carbon rods

• Arc equipment: Arc accessories and MIG, MMA and TIG equipment 
• AfroxPac: This self-contained self-rescuer is an emergency 

breathing apparatus given to underground mineworkers to escape 
from oxygen-deficient or toxic air in the event of an emergency1

• Regulators
• Safety equipment
• LIV®

1 The AfroxPac is compact and lightweight. It has a breathing apparatus in a robust, 
protective body-worn container and can generate oxygen for 30 minutes from a 
chemical oxygen source. AfroxPac completely isolates the user from the toxic 
atmosphere. Afrox provides on-site testing and monitoring of 40 000 self-rescuers 
each month. We repair devices if necessary and provide on-site training to 
customers on their use and maintenance.

Revenue EBIT
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Our geographic footprint

Chapter 2  Our business continued
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Afrox-owned
1 South Africa

2 Namibia1

3 Botswana1

4 Mozambique1

5 Zambia1

6 Malawi2

7 Lesotho1

8 Eswatini1

Linde-owned, managed by Afrox
9 Zimbabwe

10 Tanzania

11 Kenya

12 Uganda

13 Nigeria

Associate company
14 Mauritius (Afrox shareholding 38%)

1 100% subsidiary.
2 78% shareholding.
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Total revenue
%

Revenue
R’million

Country 2019 2018 2019 2018 Comment

South Africa 84.2 83.9 5 122 5 076 Impact of healthcare

Namibia 4.3 4.4 264 268 Negative economic growth resulting in lower 
volumes, partially offset by pricing effects

Botswana 3.2 3.1 197 189 Increased bulk atmospheric gas volumes

Mozambique 0.9 0.9 54 51 Positive pricing offsetting decline in volumes

Malawi 1.5 1.5 92 92 Volume loss on LPG due to more stable supply 
of electricity

Zambia 2.7 2.9 164 171 Reduction in volumes and negative currency 
impact

Lesotho 1.7 1.7 101 103 Reduced LPG volumes

Swaziland 1.5 1.6 92 97 Reduction in volumes offset by improved 
pricing

South African operations industries and 

sectors serviced % change
2019

R’million
2018

R’million

Chemistry and energy (0.9) 538 543

Food and beverages 2.0 762 747

Retail trade (5.3) 938 991

Healthcare 31.6 524 398

Manufacturing industry (5.4) 1 204 1 274

Metallurgy and glass 2.5 809 789

Other industries 1.8 566 556

Consolidation adjustment (217) (222)

Total 5 124 5 076

Changes to our organisation and supply chain 
Year on year, Afrox had no significant changes to the size of the business, its structure, nor share capital or other capital information. 

Our supply chain includes a range of businesses from various socio-economic backgrounds to support the concept of inclusive growth in South Africa. 
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Chapter 2  Our business continued

Our value creation process
Value creation for Afrox is the sustainable and effective delivery of products and services to add value for its customers 

in a profitable manner. 

Our Board considers our risks, opportunities, strategy, business model, performance and sustainable development in this process. We explain our 
value creation through our key market differentiators and core competencies on page 16. 

Capital capabilities and strategic trade-offs
There are continuous trade-offs in capitals during any given year, many of which  
are inter-related among capitals. We explain the top five most material strategic  
trade-offs below:

Focus on healthcare

We focused on rolling out LIV® cylinders to around 600 state hospitals and 1 500 clinics in nine provinces during the year. This required a significant 
initial trade-off between financial and manufactured capital. Thereafter, revenues (financial capital) increased from servicing this contract and Afrox 
increased its social and relationship capital by fulfilling our promises to government.

Operational efficiency

We improved operational efficiencies with cost-saving initiatives (increase in financial capital) but not at the risk of decreasing social, relationship 
and human capital in the form of customer satisfaction and employee safety. We invested financial capital in proper plant maintenance (increase in 
manufactured capital) which increased benefits from the cluster-based distribution model. We deployed social and relationship capital by forming a 
strategic partnership to facilitate outsourced bulk cylinder distribution, resulting in an increase in financial capital.

Organisational health

Organisational health might initially reduce human capital, but it increases intellectual capital among retrained and refreshed employees. It both 
decreases and increases financial capital as the initial retrenchment costs are offset by a lower cost base going forward.

Keeping our assets safe

Security is a financial capital investment that protects financial, human, and social and relationship capital by safeguarding our product stock 
and employees.

Technology advances

Information technology (IT) enhancements in HR, procurement and marketing require financial capital. This, in turn, increases manufactured, human, 
and social and relationship capital as communication with employees and customers improves.

For more detail on what each capital means for 
Afrox, refer to our business model on page 16.
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Operations in 
Africa continue 
to be robust and 
will be more 
effective under 
the new 
management 
structures and 
integrated 
solutions model.



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

14

Chapter 2  Our business continued

• Local suppliers
• Imports

Welding consumable manufacture through 
a key partner

• Hydrocarbon combustion
• Alcohol fermentation
•  Ethanol production

 -  Sugar and fertiliser agricultural output
• Electricity

• Cryogenic distillation of air
• Electricity

• Crude oil refining
• Gas to liquid refining

Afrox purchases LPG from local refineries and 
supplements these purchases with global 
imports to ensure capacity

Our process flow

ASU

Afrox-owned 
manufacturers

Bulk end-user

Production 
facilities

National 
warehouse

Afrox bulk 
storage/filling 
sites

Large industrial 
customer

CO2

N O2 Ar

Atmospheric Gases 

Via road tankers  
or rail cars to

5/9/14/19/48 kg 
cylinders

Fillers, arc equipment, 
AfroxPac, regulators 
and safety equipment

Only authorised Handigas dealers may fill 
Afrox-owned and LPG cylinders which are branded 

‘Handigas’ and have the Afrox Red Seal of approval

Gaseous 
product via 

direct pipeline

The DoE regulates 
the refinery gate 
price (the maximum 
price a company may 
charge end-users) 
particularly for retail 
cylinders

Via pipeline

Carbon dioxide

Nitrogen, oxygen, argon

LPG 
A mixture of hydrocarbons 
that are gaseous at room 

temperature but liquefied 
by compression

Hard Goods 
Hard Goods are made up 
of products such as filler 

materials, arc equipment, 
AfroxPac, regulators and 

safety equipment
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Exports

Retail outlets

Recycled and 
cylinder sent 
back for 
refilling

Recycled and 
cylinder sent 
back for 
refilling

Indirect channels
• National retailers
• Distributors
• Close-to-market 

partners

Customers

Customer

Customers
• Industrial
• Hospitality
• Domestic

End-user

Afrox-supplied offer
• Plants
• Gas & Gear outlets
• Direct sales team

Afrox distribution 
hubs

Gas & Gear outlet

Customers

Gas & Gear outlet

Filling sites

Via road

Liquefied bulk 
transport via 
cryogenic 
tankers

End-user

End-user

Afrox facilities
Customers and 
end-users

Primary inputs 
into value chain

Afrox product
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Our business model
Several external factors affect Afrox’s operations, including regulatory requirements, macro-economic conditions and the needs and 
expectations of various stakeholders. Refer to page 22 for our external environment, page 30 for our material matters and below for our 
capital inputs and capabilities.

Our vision One Linde Philosophy Linde Life Saving Rules SWIFT behaviours Investment case

Our vision is to be the leading gases and 
welding product company in sub-Saharan 
Africa, admired for our people by any 
measure.

We stand by the One Linde Philosophy of:
• safety; 
• integrity; 
• accountability;
• inclusion; and
• community. 

1. Driving and vehicles
2. Permit to work
3. Lock-out/tag-out (LOTO)
4. Hazardous atmospheres
5. Elevated work activities
6. Contractor management
7. Management of change (MoC)
8. Personal protective equipment (PPE)
9. Safety equipment and devices

• Agility
• Collaboration
• Accountability
• Being engaged
• Caring

Afrox has the strongest footprint among industrial gas companies in Africa. We are part of a 
global industrial gases group, with a well-adjusted cost base. We can recover cost inflation 
through our combined product offerings. Our future strategic plan focuses on three elements:

1.  Performance improvement, which refers to realigning the cost base and portfolio 
optimisation

2. Quality growth in healthcare and LPG
3. Value creation as it relates to shareholder returns and earnings

IN
PU

T

Financial capital Manufactured capital Intellectual capital Human capital Social and relationship capital Natural capital

• Cash-generative operations 
• Capital-intensive business supported by 

capital investment programmes 
• Appropriate funding 

• Manufacturing sites close to established 
markets 

• National customer service centre and 
warehouse 

• Established and efficient transport fleet 
with logistics management

• Select bulk distribution outsourced 
to promote cluster-based distribution 
model

• Access to Linde’s technology and 
expertise 

• Various patents and internally 
developed systems 

• Customer-centric product and service 
offerings with innovative solutions 

• A dynamic Board and management 
structure with a range of skills 
and expertise

• 1 733 committed, value-driven employees 
• Training and development opportunities to 

further enhance effectiveness 
• Linde Code of Business Integrity and 

SHEQ-based safety culture promote safe 
and ethical operations

Social licence to operate supports business 
sustainability, and regular engagements 
allow Afrox to understand the needs and 
interests of its key stakeholders (refer to 
page 26)

• Primarily oxygen, nitrogen and small 
quantities of argon in the air separations 
process of our Atmospheric Gases activities 

• Electricity, water and fuel consumption

Business processes and outputs
Afrox’s products are widely used in industries such as healthcare services, iron and steel, fabrication and assembly of motor vehicles, industrial  
ceramics, food preservation and water treatment. We illustrate our value chain and products (outputs) in our process flow on page 14.

O
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ES

Financial capital Manufactured capital Intellectual capital Human capital Social and relationship capital Natural capital

• 0.6% increase in revenue 
• Earnings before interest and taxation 

(EBIT) of R867 million 
• Cash of R1 184 million 
• Earnings before interest, taxation, 

depreciation, amortisation and 
impairment losses (EBITDA) and 
interest covenants maintained

• Increased investment in maintaining 
and developing operational sites

• Efficient logistics and distribution 
network

• Maintained security of supply of 
various products for customers through 
efficient strategies such as imports or 
storage agreements

• Over 94% of critical roles in Afrox have 
appropriate succession planning in 
place 

• Unique sector-specific product solutions 
• Streamlined production process for 

some hard goods through intellectual 
capital sharing 

• New product offerings, digital 
applications, improved electronic 
interfaces and telematics systems

• Embedded training and succession 
programmes 

• Numerous leader and employee training 
programmes 

• Extensive benefit options for employees
• LIV Welding Academy providing 12 learners 

with QCTC accreditation
• POPUP Soshanguve Welding School, 

120 learners to date
• Afrox supports skills development through 

various partnerships, having provided 
250 learners, graduates, interns and 
apprentices with learning opportunities. 
Afrox supports two tertiary level welding 
schools

• DuPontTM Safety Perception SurveyTM

• Increased internal participation in 
corporate social investment initiatives 
(>1 000 employees) 

• Activities have positively impacted over 
3 200 beneficiaries 

• Product donations to 45 early childhood 
development centres

• Spent R5.75 million supporting various 
suppliers and enterprises through the LEAP 
Proprietary Limited programme 

• Trained 22 disabled unemployed youth 
through Intsika jewellery manufacturing 
initiative

• Post-tax profits of R4.80 million invested in 
community projects 

• 202 493 m3 decrease in water used 
• 43.3% decrease in scope 1 and 2 carbon 

emissions
• 2.8% increase in electricity 

Chapter 2  Our business continued
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Our vision One Linde Philosophy Linde Life Saving Rules SWIFT behaviours Investment case

Our vision is to be the leading gases and 
welding product company in sub-Saharan 
Africa, admired for our people by any 
measure.

We stand by the One Linde Philosophy of:
• safety; 
• integrity; 
• accountability;
• inclusion; and
• community. 

1. Driving and vehicles
2. Permit to work
3. Lock-out/tag-out (LOTO)
4. Hazardous atmospheres
5. Elevated work activities
6. Contractor management
7. Management of change (MoC)
8. Personal protective equipment (PPE)
9. Safety equipment and devices

• Agility
• Collaboration
• Accountability
• Being engaged
• Caring

Afrox has the strongest footprint among industrial gas companies in Africa. We are part of a 
global industrial gases group, with a well-adjusted cost base. We can recover cost inflation 
through our combined product offerings. Our future strategic plan focuses on three elements:

1.  Performance improvement, which refers to realigning the cost base and portfolio 
optimisation

2. Quality growth in healthcare and LPG
3. Value creation as it relates to shareholder returns and earnings

IN
PU

T

Financial capital Manufactured capital Intellectual capital Human capital Social and relationship capital Natural capital

• Cash-generative operations 
• Capital-intensive business supported by 

capital investment programmes 
• Appropriate funding 

• Manufacturing sites close to established 
markets 

• National customer service centre and 
warehouse 

• Established and efficient transport fleet 
with logistics management

• Select bulk distribution outsourced 
to promote cluster-based distribution 
model

• Access to Linde’s technology and 
expertise 

• Various patents and internally 
developed systems 

• Customer-centric product and service 
offerings with innovative solutions 

• A dynamic Board and management 
structure with a range of skills 
and expertise

• 1 733 committed, value-driven employees 
• Training and development opportunities to 

further enhance effectiveness 
• Linde Code of Business Integrity and 

SHEQ-based safety culture promote safe 
and ethical operations

Social licence to operate supports business 
sustainability, and regular engagements 
allow Afrox to understand the needs and 
interests of its key stakeholders (refer to 
page 26)

• Primarily oxygen, nitrogen and small 
quantities of argon in the air separations 
process of our Atmospheric Gases activities 

• Electricity, water and fuel consumption

Business processes and outputs
Afrox’s products are widely used in industries such as healthcare services, iron and steel, fabrication and assembly of motor vehicles, industrial  
ceramics, food preservation and water treatment. We illustrate our value chain and products (outputs) in our process flow on page 14.

O
U
TC

O
M

ES

Financial capital Manufactured capital Intellectual capital Human capital Social and relationship capital Natural capital

• 0.6% increase in revenue 
• Earnings before interest and taxation 

(EBIT) of R867 million 
• Cash of R1 184 million 
• Earnings before interest, taxation, 

depreciation, amortisation and 
impairment losses (EBITDA) and 
interest covenants maintained

• Increased investment in maintaining 
and developing operational sites

• Efficient logistics and distribution 
network

• Maintained security of supply of 
various products for customers through 
efficient strategies such as imports or 
storage agreements

• Over 94% of critical roles in Afrox have 
appropriate succession planning in 
place 

• Unique sector-specific product solutions 
• Streamlined production process for 

some hard goods through intellectual 
capital sharing 

• New product offerings, digital 
applications, improved electronic 
interfaces and telematics systems

• Embedded training and succession 
programmes 

• Numerous leader and employee training 
programmes 

• Extensive benefit options for employees
• LIV Welding Academy providing 12 learners 

with QCTC accreditation
• POPUP Soshanguve Welding School, 

120 learners to date
• Afrox supports skills development through 

various partnerships, having provided 
250 learners, graduates, interns and 
apprentices with learning opportunities. 
Afrox supports two tertiary level welding 
schools

• DuPontTM Safety Perception SurveyTM

• Increased internal participation in 
corporate social investment initiatives 
(>1 000 employees) 

• Activities have positively impacted over 
3 200 beneficiaries 

• Product donations to 45 early childhood 
development centres

• Spent R5.75 million supporting various 
suppliers and enterprises through the LEAP 
Proprietary Limited programme 

• Trained 22 disabled unemployed youth 
through Intsika jewellery manufacturing 
initiative

• Post-tax profits of R4.80 million invested in 
community projects 

• 202 493 m3 decrease in water used 
• 43.3% decrease in scope 1 and 2 carbon 

emissions
• 2.8% increase in electricity 
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Chapter 2  Our business continued

Financial value added statement
This statement measures the wealth we created through our business activities. The statement and charts show the total wealth created, and how 
it was distributed and retained.

2019 2018

R’million % R’million %

Wealth created
Revenue 6 086 6 047
Cost of goods and services (4 071) (4 184)

Value added 2 015 1 863
Finance income 134 152
Income from investments – –

2 149 2 015

Wealth distributed and retained
Employees

Salaries 737 34 837 42

Community
Donations 2 0 2 0

Providers of capital 393 18 448 22

Finance costs 143 7 111 6
Non-controlling interest 3 0 10 0
Ordinary dividends 247 11 327 16

Taxation 224 10 180 9
Retained in Group activities 793 37 548 27

Depreciation and amortisation 409 19 428 21
Retained income 384 18 120 6

2 149 100 2 015 100

Value added ratios
Number of employees 1 733 2 102

Permanent 1 728 2 035
Short-term contractors 5 67

Revenue per average permanent employee (R’000) 3 235 2 931
Value added per average permanent employee (R’000) 1 071 977

Wealth distributed and retained (%)

Retained Taxation Providers of capital Employees
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Chapter 3  Strategy overview

Our ongoing strategy
In recent years, Afrox improved its organisational health through three strategic pillars evolving from the SWIFT behaviours programme (the SWIFT 
pillars). The pillars consistently apply to the Company and support our strategic objectives.

SWIFT pillars

Pillar 1: Get healthier Pillar 2: Get stronger Pillar 3: Get business

• Continually improve organisational 
efficiency 

• Use assets more efficiently 
• Focus on cost containment and margin 

management 
• Improve the effectiveness of procurement 

processes 
• Improve supply chain efficiency 
• Best commercial practice pricing 

composition and contracting

• Improve our customer-centric operating 
model and customer interaction

• Refine the go-to-market approach 
• Improve the effectiveness and efficiency of 

traditional business channels 
• Enhance e-commerce and electronic data 

interface 
• Improve business segment management 
• Exercise best commercial practice price cost 

recovery 

• Leverage healthcare growth opportunities 
from remaining four regions of the South 
African public hospital business 

• Focus on LPG growth into domestic markets 
with a particular focus on black empowered 
partnerships, and leveraging existing 
internal filling capacities and distribution 
network 

Supported by people, organisations, processes and systems

• Instil a “winning culture” by subscribing to the Linde Life Saving 
Rules (refer to page 54) 

• Continuously develop and improve our efforts to be an agile and 
flexible organisation 

• Improve Broad-Based Black Economic Empowerment (BBBEE) score

• Streamline end-to-end processes 
• Further develop responsible, accountable, consulted and informed 

decision-making for major processes 
• Improve and realign processes to our operating model and provide 

system support 
• Improve processes and systems reliability 

Leadership considered Afrox’s long-term sustainability at length and its external environment in developing this strategy, as outlined in the material 
matters section on page 30. The strategy considers all material matters in our value creation process.

How the pillars support Afrox’s strategic plan

Performance 
management

By minimising costs and optimising our portfolio, we achieved significant cost savings in the past and will again in future.

We contain costs by constantly assessing customer requirements, staffing and assets, and adjusting budgets accordingly. 
We will largely allocate capital towards growing our healthcare business and maintaining key assets.

Performance management will focus on customers’ needs, optimising the portfolio and cost savings. We will:

• further embed the new operating segment structure; 
• strengthen our distribution network, focusing on customer density and key markets; and 
• optimise how we go to market using telesales, e-channels and on-site buying.

Quality growth

To achieve quality growth, we will leverage our strengths in healthcare and our expanded LPG footprint.

Afrox will focus on LPG growth, particularly to South African households through a black empowered seller model. 
We finance our Level 1 and 2 BBBEE partners and give them access to our facilities.

Future growth across all three product segments will come from consumer-led industries driven by increased population 
growth, urbanisation and development.

Value creation

We create value by combining cost savings, new revenue streams and optimised operations to deliver excellent 
shareholder earnings.

Return on capital employed (ROCE) will be improved through better working capital management and higher 
profitability.

Progress against our 2019 focus areas is described in our leadership review on page 37.
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Chapter 4  Matters that impact our value 
creation

Until 2018, Afrox annually undertook an externally facilitated workshop to assist in identifying the Company’s material matters. This year, Afrox 
reviewed the material matters considering our external environment, strategy, risks, operational assessments and stakeholders. The material matters 
were reranked but remained largely unchanged from matters identified in 2018 (refer to page 30).

The Board evaluated and approved the process and the final material matters.

External environment overview
The table below gives a broad overview of Afrox’s external environment:

Political South Africa ranked 100th in global competitiveness in terms of government’s adaptability to change. Trust and 
transparency remain low due to: 

• corruption scandals; 
• sovereign credibility; 
• leadership shifts; 
• land reform policies; and 
• governance problems in state-owned enterprises.

Consequently, business in South Africa is complicated; investors are less enthusiastic about our prospects; and skilled 
citizens might look for opportunities abroad.

Economic The South African economy flows from its political context. The Global Competitiveness Index 4.0 2019 Rankings1 
indicated an increase in South Africa’s ranking particularly due to recent political landscape shifts, development in 
transport and South Africa remaining one of the top countries in Africa in terms of market size.

Business dynamism is relatively poor (similarly for sub-Saharan Africa). It is difficult to overcome because of factors such 
as administrative burdens to start businesses, labour laws and wage negotiations.

Low investments and ratings downgrades have constrained the economy, which might affect our customers’ going 
concern statuses. Customers are also more cautious about starting large projects. 

Socio-cultural The political and economic environments are especially tangible to South African citizens. Desperation might cause civil 
unrest or crime, especially in developing countries. Criminals are a threat to our assets and our outsourced security 
personnel (refer to page 31).

In South Africa, life expectancy increased overall with 3.3 years despite achieving a ranking of 135th out of 140 counties 
in terms of security in the Global Competitiveness Report. Health and skills development quality remains far behind 
other countries but is better on average compared to the rest of sub-Saharan Africa.

Global shortages in skilled workforce and large-scale migration are fundamentally changing the profile of the 
future workforce.

Technological Technology is disrupting traditional business models (e.g. impact of increasing inter-connectivity, nanotechnology, 
artificial intelligence, Internet of Things, autonomous vehicles and blockchain) and cyber incidents (e.g. cybercrime, 
information technology (IT) failure/outage, data breaches or theft, fines and penalties) are globally recognised risks for 
companies in all industries.

1 The Global Competitiveness Report 2019, World Economic Forum, page 19.
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Legal Afrox operates in nearly all sectors of the economy and across multiple countries. We are subject to many laws and 
regulations, including those flowing from Linde. We need to stay abreast of and adhere to these legal requirements to 
avoid fines or other penalties.

Changes in legislation and regulation (e.g. trade wars and tariffs, economic sanctions, protectionism, Brexit and 
Eurozone disintegration), and the continuing risks of asset bubbles in major economies, result in many jurisdictions 
applying stricter regulation and legislation, dampening cross-border business opportunities.

Environmental The World Economic Forum and many risk industry experts rank the physical, social and financial risks related to climate 
change under their top 10 risks globally. Businesses’ failure to respond or mitigate volatility in climate and its effects on 
operations and stakeholders are severely underestimated.

The Sustainable Development Goals – LPG report1 shows we are positioned with LPG to contribute to affordable and 
clean energy, clean air and even promoting sustainable cities and communities. This is because LPG can be used as 
efficient automotive fuel with a low emissions profile and it has a lower NOx greenhouse gas (GHG) than diesel. An 
industry expectation shows an increase in LPG vehicles is inevitable.

The Chairperson’s review on page 35 provides further context to how Afrox is influenced by these external factors.

Risk management
The Afrox Board and Audit and Risk Committee govern risk. An external service provider assists Afrox management to manage risk and develop and 
implement risk management throughout the Company. This is continuously monitored. Our risk management strategy proactively considers risks and 
opportunities. This assists in reducing the gap between our market and intrinsic values.

Our Enterprise Risk Management (ERM) encompasses five major risk categories that filter through our Risk Appetite and Tolerance framework. The 
ERM categories are:

1. Strategic risk 
2. Financial risk
3. Operational risk
4. Reputational risk
5. Other risks

1 www.wlpga.org/wp-content/uploads/2019/07/Sustainable-Development-Goals-Contributions-of-LPG.pdf
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Chapter 4  Matters that impact our value 
creation continued

Risk management and assessment process
We have a risk management policy and framework and the following Board-approved frameworks:

• Risk Appetite and Tolerance framework; and
• Business Continuity Management (BCM) framework.

The diagram below depicts Afrox’s iterative process and methodology used in setting the Company’s risk appetite and tolerance and identifying risk. 
Afrox’s decision-making process has incorporated the Company’s value creation goals and material risks to its strategy execution. Risks are elevated 
to the appropriate decision-makers and, if they require strategic action, to the Board.

At various levels within Afrox

Corporate level

• Corporate level 
risk tolerances

• Strategic risk 
tolerances

Business unit/
divisional level

• Business unit/
divisional level 
risk tolerances

• Risk tolerances 
per category: 
financial risk, 
operational risk, 
reputational risk 
and compliance 
risk

Development/
product level

• Risk target/limit 
per category: 
financial risk, 
operational risk, 
reputational risk 
and other risks

1. Stakeholders 
material needs

2. Set risk 
appetite

3. Embed risk 
appetite

5. Revise risk 
appetite

6. Report

4. Monitor risk 
appetite/

mitigate risks

Key risks are escalated to  
and reviewed by the  

Audit and Risk Committee,  
which reports to the Board

Each risk has a 
designated risk 

owner who monitors 
the risk’s evolution 

while developing 
mitigation plans to 

limit business impact

Risk management is 
essential to the 

Company’s strategy 
and, by extension, 
the value creation 

process

The active risk manager database is 
updated through quarterly risk 

reviews to reflect the business’s 
most pertinent risks

Risks are assessed by impact and 
probability of defined criteria, in line 
with the risk tolerance set by the 
Board

A team of independent consultants tests the effectiveness of risk management, and then reports to the Executive Committee, Audit and Risk Committee 
and Board.

We rolled out BCM to all critical Afrox operations in Africa. BCM is a reactive process in the risk management cycle. It aims to:

• minimise the impact of a major disruption to normal operations; 
• restore critical assets; and 
• restore normality to Afrox’s business as soon as possible after a crisis or disruptive incident.

Refer to page 82 for our combined assurance model.

During 2019, the following activities were priorities in executing risk management processes:

• The escalation, monitoring and reporting of risks evident through governance structures and meetings; 
• Implementing Sarbanes Oxley (SOX) controls throughout Afrox; and 
• The safety, health, environment and quality (SHEQ) department is responsible for the SHEQ policy and ensures Afrox assesses SHEQ risks 

proactively and remediates professionally. The Board monitors the SHEQ process’s effectiveness and efficiency. We measure our commitment to 
safe operations through the Linde Life Saving Rules (refer to page 54).
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Our top three risks
Afrox’s top three risks are outlined below. They are incorporated into the material matters on page 30.

There were no significant changes to the top risks identified by the ERM process. We did not take any risks outside of risk tolerance levels.

Top three risks

2019 
impact 

(out of 5)

2019 
probability 
(out of 5)

2018 
rankings

2017 
rankings Strategic objectives impacted

1. Utilities supply
The reliability of electricity and water supply is 
critical to Afrox’s operations.

4 3 1 New Maintain and grow profitability 
and operating performance

2.  South Africa’s infrastructure 
constraints 
South Africa’s prolonged underdevelopment in 
infrastructure impacts Afrox’s value chain. The 
costs of maintaining ageing equipment and 
facilities are increasing. Afrox’s business and 
expansion capital follows customers’ demands. 
However, customers limit their investments in 
expansion capital and growth, reducing growth 
opportunities. Because of this, we thoroughly 
vet any expansion projects, but we are 
equipped to service existing demand.

4 2 2 2 • Maintain and grow 
profitability and operating 
performance

• Ensure sustainable growth 
while enhancing 
competitiveness

3.  Socio-economic factors affecting 
operations
South Africa’s socio-economic challenges are 
daily considerations in Afrox’s business, 
including the COVID-19 pandemic. Civil unrest, 
industrial action, deteriorating services and 
increasing crime levels are business concerns. 
These increase the security risk in our daily 
operations.

4 3 3 New • Embed advanced 
performance in areas of SHEQ 

• Maintain and grow 
profitability and operating 
performance

Future focus areas for risk management 
Risk management enables us to make better decisions, from setting a corporate strategy to operational decision-making. Future risk management 
focus areas will include measuring, monitoring and reporting on risk registers now established for each business unit and a focus on monitoring risks 
undertaken relating to applicable risk tolerance levels.
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Chapter 4  Matters that impact our value 
creation continued

Stakeholder engagement
The Board is mindful of shareholders and other stakeholders’ legitimate needs and expectations. It continually challenges business 

decisions and judgements to benefit all stakeholders, particularly minority interests.

Stakeholder groups
When we identify stakeholders, we consider their impact on our sustainability and our ability to remain a responsible corporate citizen. We group 
stakeholders as follows: 

• Shareholders, lenders and market analysts provide, or impact access to, financial capital;
• Customers – meeting and exceeding customer requirements is key to our sustainability;
• Business partners are integral to developing and delivering our products, technologies and support services;
• Employees determine our ability to provide product offerings and customer-specific solutions;
• Trade unions support our employees;
• Government and regulators provide our legal licence to operate and regulate packaged LPG prices. As the only gases company listed on the JSE, 

Afrox’s governance disclosures are aimed at providing regulators with transparent communication; and
• Communities and non-governmental organisations (NGOs) provide our social licence to operate.

Managing and engaging with stakeholders
Stakeholders are engaged by employees and business units with the expertise to do so constructively. Our stakeholder engagement and 
management principles rest on positive partnerships, engagement, consultation and teamwork to achieve common goals.

The functional disciplines embed the structured and thorough processes monitoring stakeholder engagement, including:

• investor input and feedback through investor roadshows; 
• formal customer feedback (e.g. Rant and Rave online feedback platform and voice of the customer survey);
• a dedicated customer service centre monitoring customer service levels; and 
• a community involvement and union relationship monitoring mechanism provided through the human resources (HR) department.

Concerns and improvement opportunities are escalated to the responsible senior executive, or to the Board if necessary.

Focus areas

Our key focus during 2019 was to improve relationships with community-based organisations. Afrox succeeded through several engagements 
including:

• community-based NGOs: Afrox engaged with 51 NGOs through the Bumbanani Day project (refer to page 64). Through this project, employees 
select community NGOs in areas they live or have a special interest in;

• community early childhood development centres: 45 community-based centres were supported through product donations (refer to page 64);
• welding capability development of unemployed youth: we continued supporting this initiative through our partnership with the Southern African 

Institute of Welding (SAIW) POPUP in Soshanguve and LIV Village in Durban; and
• 12-bay welding school: in partnership with a non-profit organisation (NPO), Afrox established and equipped the school to train unemployed youth 

on welding skills.

Going forward, we will focus our attention on our customers and customer relationship monitoring. Business process optimisation will allow us to 
better service them and maintain high standards of governance and quality.

Stakeholder needs and concerns

We engage with stakeholders as regularly as the responsible person or business unit deems appropriate to that relationship. This includes our annual 
and interim reporting suite, results presentations, Stock Exchange News Service (SENS) announcements, investor roadshows, press releases, 
one-on-one meetings/interviews, e-mail communication, newsletters and publications, corporate website, etc. 
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The tables below group stakeholders’ material needs and concerns into key stakeholder themes:

Financial results and Afrox’s future sustainability and growth

Stakeholders who share this concern Response through related material matters

• Shareholders, lenders and market analysts
• Customers
• Business partners
• Employees
• Trade unions
• Government and regulators
• Communities and NGOs

• Economic strain and persistent lower demand
• Reliability of plant and supply chain
• Scarce skills and talent
• Digital innovations and cyber risk
• Safety and security
• LPG market growth

Refer to our leadership review on page 37.

Key statistics

Five-year CAGR1 in dividends declared: 7.9%
2015: 69 cents per share
2019: 101 cents per share

Five-year CAGR1 in HEPS: 7.9%
2015: 139.2 cents per share
2019: 203.5 cents per share

Five-year CAGR1 in return on capital 
employed: 6.6%
2015: 16.7%
2019: 23%2

1 Compound annual growth rate.
2 ROCE before impact of IFRS 16 (21.5% including IFRS 16).

Transformation and Broad-Based Black Economic Empowerment (BBBEE) compliance

Stakeholders who share this concern Response through related material matters

• Shareholders, lenders and market analysts
• Customers
• Business partners
• Employees
• Trade unions
• Government and regulators

• Scarce skills and talent
• Compliance with laws, government policies and regulations 

Find the BBBEE requirements overview on page 60.

Key statistics

2019: BBBEE Level 2 versus 2016: BBBEE Level 8 (under the new codes) 
57.1% overall black management representation 
R647 million spent on preferential procurement from black women-owned entities

Safety for employees, contractors and customers

Stakeholders who share this concern Response through related material matters

• Customers
• Employees
• Trade unions
• Communities and NGOs

• Safety and security
• Compliance with laws, government policies and regulations

Key statistics

Five-year decrease in major incident reports (MIRs): 75% 
2015: 8 MIRs 
2019: 2 MEs* 
Fatal workplace accidents involving employees over the past five years: 0 (contractors: 1)

* From 2019, Afrox uses major events (MEs).
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Employment security, job creation, fair pay, incentive structures and employee development

Stakeholders who share this concern Response through related material matters

• Employees
• Trade unions
• Communities and NGOs

• Economic strain and persistent lower demand
• Scarce skills and talent

Refer to HR on page 58 and our remuneration report on page 84.

Key statistics

R737 million (2018: R837 million) spent on salaries, wages and incentives
Industrial action: None (2018: none)
R25 million (2018: R25 million) spent on learnerships and apprenticeships

Innovation and product development

Stakeholders who share this concern Response through related material matters

• Customers
• Business partners

• Economic strain and persistent lower demand
• Digital innovations and cyber risk

Key statistics

As part of the Linde Group, Afrox has access to the Linde PLC research and development resources.

Customer value creation, service levels and the level of pricing/price increases

Stakeholders who share this concern Response through related material matters

• Customers
• Business partners
• Government (specifically as it relates to delivering on the state 

healthcare contract)

• Economic strain and persistent lower demand
• Reliability of plant and supply chain
• LPG market growth

Key statistics

Customer perception at each touch point of the customer journey (as at December 2019).  

Score out of 5

0 1 2 3 4 5

Query management

Delivery

Order

Quotation

Enquiries

Presale 4.1 (2018: 4.52)

5 (2018: 5)

4.5 (2018: 4.7)

3.5 (2018: 3.7)

3.6 (2018: 4.3)

2.2 (2018: 1)

Customer profile and engagement

We created four customer profiles to deliver products and services effectively. Our sales and marketing function attends to each customer profile’s 
needs with customer-driven solutions and excellent service, regardless of geographical location.

Large customers Special markets Bulk gases process industries Light industries and retail

These customers provide 80% 
of Afrox’s revenue and are 
sub-divided according to sectors 
such as food and beverage, energy 
and fabrication. Each sector has a 
dedicated team.

These are growth markets such as 
hospitality, refrigerants, 
propellant and helium customers.

These customers traditionally use bulk 
gases in a manufacturing process. They 
receive process solutions and unique 
product package options.

More than 70% of our customer 
base falls into this category. These 
customers are not classified as 
“large customers” and annually 
spend R500 000 or less.

Chapter 4  Matters that impact our value 
creation continued
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Risk management 
enables us to make 

better decisions, from 
setting a corporate 

strategy to operational 
decision-making.



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

30

Chapter 4  Matters that impact our value 
creation continued

Material matters
Our material matters are defined in the table below, featuring risks and opportunities related to each. We linked these to the Company’s related 
strategic objectives discussed on page 20. 

Our material matters did not change from those disclosed in the prior year. With the input of external consultants, senior management and directors, 
the legitimacy and validity of the material matters were reconsidered. Rather than topic changes, the changes related to the impact and likelihood of 
each material matter in its prioritisation as seen from the heatmap below.
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Impact on value creation compared to 2018

Increasing value Relevance unchanged Decreasing relevance 

 

Material matter and contextualisation Strategic alignment

1
Economic strain and persistent lower demand 
• South Africa’s economic environment remains constrained with volatile exchange rates, low gross 

domestic product (GDP) growth and high unemployment. Tough economic conditions increase civil 
unrest, reduce sales volume growth, shrink pools of customers and pressure Afrox to absorb product 
cost increases. Though Afrox became increasingly efficient, lower revenues alongside higher costs 
inevitably result in job losses. A portion of the LPG price is government regulated which further impacts 
margins. Therefore, the economy affects our pricing structure and thereby our relationships with 
customers and business partners.

• Communities who become acutely economically pressured look to companies in their areas for 
employment. Afrox and other companies’ inability to fully satisfy this need occasionally leads to 
civil unrest.

• Government infrastructure is deteriorating. Afrox recognises government’s initiatives to improve 
service delivery, though the impact was muted so far. Conversely, difficulties with service delivery from 
entities such as Eskom and/or Transnet placed strain on Afrox. We are well positioned to support 
infrastructure projects with our product and service offering. The immediate government demand lies 
within the healthcare sector where Afrox secured the state healthcare tender in nine provinces.

• The immediate outlook for infrastructure and plant expansion is weak due to poor economic conditions 
and a lack of investor confidence. If our customers cannot expand their markets, we cannot follow 
consumer demand into those markets, and our volumes reduce.

• Political uncertainties, social unrest, and public and private industries’ corporate governance 
failures erode investor confidence and in turn place customer projects on hold until more stable 
conditions exist.

• Afrox structures its operations to meet its customers’ demands, as we are part of their value chain. If 
they hesitate to spend, our business is impacted.

• Eroding trade agreements and increased geopolitical risk affect our customers’ export ability which 
directly impacts our sales volumes.

• Afrox’s long-term growth ambitions beyond South Africa focus on southern Africa. These countries’ 
populations are growing, and we can serve their eventual healthcare and energy needs.

• Africa’s growth opportunities link to economic stability and improvement. If Africa’s GDP rates grow 
concurrently with its population, Afrox’s prospects in consumer-led and healthcare industries increase 
significantly. Africa’s lack of infrastructure development and dependency on fluctuating commodity 
prices remain a risk. We are aware of currency volatility, inconsistent product supply and political 
policies as risks. We continue reviewing appropriate expansion opportunities in Africa.

2
Safety and security
• Afrox ensures safety is a way of life, our leaders lead by example and promote zero harm.
• Crime and security-related incidents may prove fatal to our employees, damage resources or severely 

affect our supply chain.
• Difficult economic conditions lead to increased crime incidents. Afrox’s products and properties were 

targets of such crimes in the past. Illegal filling of Afrox’s cylinders may cause harm to consumers.
• Afrox invests significant capital into addressing security issues, e.g. smart cameras and safe houses to 

protect security personnel, and telematics and driver training to prevent road accidents.
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Chapter 4  Matters that impact our value 
creation continued

Material matter and contextualisation Strategic alignment

3
Digital innovations and cyber risk
• Digitisation holds significant opportunities in applying big data, optimising business processes, robotics 

and the Internet of Things, e.g. smart cameras for digital stock counting functionality.
• Afrox follows Linde’s best practice regarding information systems. We invest in protecting our data and 

digital assets, as cyberattacks or data breaches could significantly affect the business. We have 
contingency plans for unplanned IT and telecommunication outages and can redeploy teams in minutes 
to ensure downtime is minimal.

• E-commerce platforms allow bespoke channels through which our customers can transact, ensuring 
faster orders, preventing unnecessary call-outs to customers and translating into increased sales 
volumes through scheduled and automated ordering.

4
LPG market growth
• LPG provides cost-effective power compared to conventional electricity. In mature markets, it offers 

a cleaner alternative to high-carbon fossil fuels for heating and transport at a competitive cost. In 
emerging markets, LPG offers improved quality of life by removing hazardous wood and charcoal 
cooking fuels. Overall it is a scalable low-carbon solution for power, heat and transport.

• South Africa’s current import terminal at Richards Bay with a capacity of 3.5 kilotonnes (kT) is set to 
be replaced by a 22.7 kT terminal in 2020. This will solidify supply security and provide opportunities 
to significantly grow the local and regional LPG markets.

• Globally, policymakers set carbon reduction targets in various jurisdictions. LPG serves as a 
perfect decarbonisation agent, especially attractive to South African customers with European 
parent companies.

5
Scarce skills and talent
• Afrox needs excellent employees to obtain and retain market share, innovate new products and 

services, and ultimately deliver the exceptional customer service that sets us apart from our 
competitors. We constantly assess where our resources need to be adapted or rearranged, and train 
employees to be fit for purpose for optimal Company efficiency.

• Our employee base is competent with a low churn rate. However, their skills are scarce, and many of 
them are ageing. Losing key personnel to resignation or retirement could hamper our business. Our 
long-term succession planning includes development programmes and support initiatives.

• We expect our employees to exhibit the “agility” SWIFT value in their daily work to keep productivity 
high. Many of our managers and executives are double-hatting, performing multiple functions, 
following the practice’s success abroad.

6
Reliability of plant and supply chain
• Afrox needs to supply its markets adequately and consistently to remain competitive. Our supply could 

be hampered by: 
 - poor supply from our local LPG supplier base, leading to shortages or lower-margin purchases from 

competitors; 
 - cyberattacks and/or data breaches, which are becoming increasingly dire; 
 - loss of key personnel;
 - equipment failure;
 - unplanned IT and telecommunication outages;
 - logistics suppliers abruptly becoming unavailable;
 - industrial actions; and/or
 - larger events outside of our control such as electricity shortages.

Considering these challenges, we increased LPG imports to adequately supply our markets. We also have 
a set of approved suppliers with whom to do business. Our focus on plant maintenance greatly improved 
plant functioning (refer to page 52).

• BCM is key to ensure Afrox can survive supply chain, occupational health and safety, and/or other 
incidents. Our BCM plans also address security eventualities at our sites.

• Some key customers often depend on our Witbank pipeline to be operational. Disruptions could have 
significant impacts on their and our business.



Integrated Report 2019 33

Material matter and contextualisation Strategic alignment

7
Compliance with laws, government policies and regulations
• Compliance with all relevant laws and regulations is essential to our licence to operate. Failure to 

comply could result in fines and reputational damage.
• Afrox is now a supplier for all South African state hospitals. As such, data protection is more pertinent.
• Policy uncertainty and irregular response times from government departments create planning 

difficulty. This leads to loss of opportunities and cost implications for policy alignment.
• In the consumer business (unlike the bulk segment), a portion of the LPG market is regulated. The LPG 

cost price is a derivative of the 93 Octane fuel price for local refinery supply as announced by the 
Department of Energy in terms of the maximum refinery gate price (MRGP) whereas imported product 
is determined by the Saudi contract price (CP). These prices do not move in unison in terms of monthly 
adjustments. Thus, exchange rate fluctuations and CPs have significant impacts on the LPG input cost 
and a corresponding impact on sales prices. The Department of Energy released a draft policy 
document for comment. The draft is about creating pricing parity for imports (refer to our LPG 
performance review on page 46). During the year Afrox has partially addressed the foreign currency 
risk by negotiating that these costs are borne by the upstream partners who are better able to mitigate 
any related losses.

• Recent corporate governance irregularities among South African companies lowered investor 
confidence, diminished social trust and created anti-establishment sentiment. Afrox recognises all 
stakeholders will judge any new ethics or policy breaches against this backdrop. Afrox was a 
respondent in an investigation by the Competition Commission of South Africa regarding price fixing in 
the LPG sector. Afrox fully cooperated with the Commission’s investigation and received no 
administrative penalties.

• Afrox capitalises on the opportunities created by legislation. For example, we supply mines with 
products and train them on the related safety laws and regulations as a total solutions provider.

• Afrox rolled out SOX controls throughout the Company. This required significant internal resources.
• The state healthcare tender places significant additional compliance requirements on Afrox for, among 

other things, sub-contracting.
• To sell products in the European Union, Afrox is required to comply with regulations stipulating a 

technical file on the construction of products needs to be in place. It further requires product recall 
and associated traceability of critical components. Afrox has access to international markets because 
of our compliance.

8
COVID-19
A novel strain of the coronavirus started a global pandemic in December 2019. South Africa’s strict 
lockdown regulations to contain the spread of the virus have led to significant economic downturn. As a 
result, Afrox plants have been operating at a reduced capacity. However, Afrox is fortunate enough to 
assist in the fight against the virus by providing medical gases to the healthcare industry.

Strategic objective key

Performance management Quality growth Value creation
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Chairperson’s review
South Africa is the best home in a tough neighbourhood.

While 2019 was a positive equity year globally, with macro GDP 
outperforming expectations, Africa diverged from this performance 
amid a range of social constraints and macro influences that were 
worse than (i) what we saw in the rest of the world and (ii) in 2018. 
South Africa’s consumers remained relatively strong, but the country 
was impacted by external factors such as low capex investment, low 
investor confidence, volatility in government and electricity shortages.

These headwinds placed a disproportionate burden on leadership to 
maintain morale, but thanks to their commitment, engagement, and 
focus on organisational health, Afrox remained strong. Afrox continues 
to drive its core business and focus on the bottom line and return on 
capital, and cash flow is at record levels.

South Africa’s difficulties are not unique. We have seen similar ones in 
other parts of the world, and the tough times inevitably end.

In the rest of Africa, Afrox’s general focus is the Southern African 
Development Community where it exports local management skill to 
enhance efficiencies in other African operations. 

Afrox’s brand strength and reputation allowed it to maintain market 
share. Customers are still pleased to do business with Afrox, and 
volumes were only down due to their cautiousness about the future 
considering economic stagnation.

Operations
As a member of Linde, Afrox has access to world-class technology 
and product service offerings: Linde replicates and transfers successful 
products and technology across the world to maximise efficiencies, 
revenue and value to customers. Afrox’s marketing department 
benchmarks itself against other Linde entities to see which product 
and service offerings and efficiencies can be quickly applied in local 
African markets.

Atmospheric Gases’ growth outperformed GDP, and they maintained 
excellent price cost recovery. This is largely part thanks to the state 
healthcare tender, where execution outperformed expectations. 
A temporary shortage in calcium carbide, again due to South Africa’s 
macro factors, impacted production, but leadership addressed the 
matter within a short time, and Afrox now has a sustainable supply 
chain for the product.

LPG had strong volume growth in its cylinder business, though this was 
offset by lower industrial volumes. Management recognised the risk 
early on and are gearing up the supply chain and distributors to plan 
appropriately for 2020 and 2021. Costs and supplier volatility presented 
challenges, but these have been resolved and are now strengths in the 
supply chain. Innovations such as Pay as You Gas®, and upcoming 
opportunities such as the new Bidvest Tank Terminal in Richards Bay 
strengthen the segment and pass on benefits to Afrox’s customers.

Hard Goods’ performance declined as customers lowered volume 
demand. Management focused on cost control and have clear action 
plans for 2020 and 2021 to further contain costs. We expect the macro 

John Panikar
Chairperson

South Africa’s 
difficulties are not 

unique. We have seen 
similar ones in other 

parts of the world, and 
the tough times 
inevitably end.
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environment to remain weak, and Afrox seeks opportunities to improve 
productivity in these product lines. It aims to position itself to secure 
contracts for the upcoming liquefied natural gas project in Mozambique, 
looking to have the first-mover advantage in Pemba and Palma. New 
products such as the multi-user pressure panel, and new innovations 
such as the container distribution model position Afrox for future 
growth. Low-cost, low-quality imports compete for Afrox’s market 
share, but the Company continues to sell on its brand and the quality of 
its hard goods. 

Together, the segments’ performance created a positive operating 
leverage, a return on capital above 20% and return on equity of 15.2%. 
EBIT is growing faster than revenue. Pricing and productivity were also 
strong, and operating cash flow dramatically improved thanks to 
management’s stronger controls and execution

Governance
Afrox improved its governance processes in a progressive manner. 
Management showed a strong commitment to improve its practices to 
align with Linde, Afrox rolled out Sarbanes Oxley controls, re-evaluated 
its Conflict of Interest policy, and introduced a best-in-class Code of 
Business Integrity. Afrox complies with the Protection of Personal 
Information Act. Good collaboration between Afrox and Linde’s legal 
and compliance functions, as well as those within Afrox subsidiaries 
and managed companies. Afrox’s legal and compliance functions now 
have access to newly completed risk registers for each Group entity on 
a central storage database. 

Changes to the Company’s operating model included outsourced 
service providers, an improvement in tender processes and an 
increased focus on procurement. This served to improve Afrox’s BBBEE 
rating to Level 2, and the Company increased governance management 
for outsourced projects. Additionally, I held quarterly compliance 
meetings with Executive Management to ensure compliance with 
regulations relevant to Afrox. Read more on page 67.

Outlook
Afrox will continue leveraging the strengths inherent in its Linde 
membership, its strong brand and its committed leadership. Afrox aims 
to maintain its excellent cost control, fully knowing that there will be 
inflation and the economic environment will remain weak. Focus on 
Afrox’s growth projects, such as in Mozambique, and on increasing 
productivity and improving safety. Hard Goods’ management has plans 
in place to improve performance, and the Board is monitoring 
implementation of these plans. When the economy inevitably turns, 
Afrox’s focus on cost control, safety and reliability will position it as a 
strong and excellently efficient business, leveraging the upswing to an 
even better extent.

I want to draw attention to the COVID-19 pandemic which emerged 
after balance sheet date and at the time of this publication remains a 
globally unresolved crisis.

The Company has assessed the impact of the pandemic on its 
cash-generating capability, access to funding and its continued viability 
amid this crisis. We have revisited budgets and more importantly 
considered how we will protect key assets, most importantly, our 
employees. We are satisfied that we will continue to be a contributing 
member of this economy, an employer of choice and a business partner 
able to support our customers. 

We are proud to support the healthcare industry by virtue of our 
medical gases products to assist with the fight against the virus.

Gratitude
I would like to extend my gratitude to every Afrox employee for their 
contribution during the year as well as the non-executive directors for 
their objective input throughout the year.

I would like to specifically thank Nolitha Fakude and Matthias Vogt who 
resigned with effect from 31 December 2019 and 31 March 2020, 
respectively.

John Panikar

Chapter 5  Leadership reviews continued
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Leadership review
Operating in South Africa became more difficult during 2019. The initial optimism around President Cyril Ramaphosa’s appointment wavered, and 
anticipated investments are yet to materialise. This lowered investor confidence, in turn affecting companies’ share prices. The prolonged economic 
strain, deteriorating infrastructure, unreliable utilities supply, and their knock-on effects meant that Afrox’s customers, especially small mines and 
small manufacturers, either ordered lower volumes or shut down entirely. Socio-economic problems such as xenophobic violence, civil unrest and 
crime pressured our on-site operations, inventory and supply logistics. Afrox remained highly cash generative despite these challenges. Our brand 
strength is a competitive advantage that allows us to recover from volume losses with reasonable price increases. We also significantly improved our 
efficiencies such as plant reliability, overall running rate and delivery. Though our African business performed below expectations, we maintained 
high market shares, good margins and excellent distribution capabilities. 

1 Includes non-recurring items: R52 million provision for restructuring and R55 million impairment.
2 Includes IFRS 16 adjustment.

Afrox remains a staple 
of South Africa’s 

economy in an 
increasingly difficult 

operating environment. 

EBIT development 2018 to 2019 (R’million)

Operating profit 2019

Change in D&A2

Headwinds

2018 non-recurring items1

Efficiencies

Cost inflation

Price/volume

Operating profit 2018

Headwinds of ca. R71 million

Political & socio-economic issues
DA shortage
Load shedding knock-on effects

2018 2019

High Medium Low
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282
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We maintained an attractive dividend policy, good total shareholder return and return on capital employed (ROCE).

2015 2016 2017 2018 2019

Revenue (R’million) 5 473 5 537 5 693 6 047 6 086

Operating profit (EBIT) (R’million) 508 848 855 5961 867

Operating margin (%) 9.3 15.3 15.0 9.9 14.2
Earnings before interest, taxation, depreciation and amortisation 
(EBITDA) (R’million) 1 004 1 237 1 183 1 077 1 276

Dividend (cents per share) 69 94 100 77 101

Basic earnings per share (cents) 134.2 193.3 203.6 144.8 204.4

ROCE (%) 16.7 24.6 23.7 15.7 21.5

Return on shareholder equity (%) 12.8 16.9 16.4 11.1 15.2

Cash generated by operations (R’million) 926 1 099 997 897 1 403

1 After restructuring costs and impairments (R703 million before).

Atmospheric Gases

Atmospheric Gases had excellent customer retention despite existing customers making late 
payments, placing lower orders and some going out of business. However, volumes increased from 
further penetration into consumer-led markets, for example the healthcare market, and we 
outperformed our targets for medical gases. 

We sold higher volumes of our industrial gases bulk products on the back of increased demand at 
customer installations. 

A shortage of calcium carbide hampered our PGP and special gases business, but they improved their 
pricing and margins. 

Our plant uptime improved for tonnage and bulk, but these were hampered by higher costs, electricity 
prices and production costs. 

Our hospitality gases’ pricing and volumes improved amid strong competition. 

Unreliable electricity supply and abruptly unavailable rail lines remained challenges. Going forward, 
the business segment will continue focusing on pricing and margins, growing volumes through new 
business to reduce costs per unit, and improving customer relationship management and training.

Revenue: R2 886 million  

(2018: R2 674 million)

Total share of Group revenue: 

47.4% (2018: 44.2%)

Full segment report: Page 43

Chapter 5  Leadership reviews continued

Healthcare Cylinder Bulk On-site
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Liquefied Petroleum Gas (LPG)

Crude oil prices increased during the year, which directly increased LPG cost prices. Afrox offset the 
impact with improved efficiencies, a lower cost base and a focus on high-margin customers. 

The general economy significantly impacted bulk business, where volumes reduced. However, we sold 
higher packaged volumes and better managed our margins. We continued growing our business in 
historically untapped markets through innovations such as Pay as You Gas® (refer to page 47) and our 
new 5 kg Safety Gas® offering. 

We further reduced our dependence on unreliable local LPG suppliers by increasing our import volumes 
to benefit our customers. African businesses performed below expectations to date, but we believe 
there are opportunities for growth in coming years. 

We recognise civil litigation was not effectively mitigating dangerous illegal LPG trading. Therefore, 
we started proceedings to criminally prosecute these traders.

Going forward, we will continue building relationships with LPG importers to drive efficiencies and 
reduce costs. The new Bidvest Tank Terminal (BTT), scheduled to come online in Richards Bay in 2020, 
will drastically increase capacity for import volumes and further solidify our reliability to customers. 
We anticipate new import-focused regulations will assist in reducing our cost base. We will also 
continue creating new market offerings, driving large customers from coal to LPG, and growing our 
business in Africa.

Revenue: R2 412 million  

(2018: R2 552 million)

Total share of Group revenue: 

39.6% (2018: 42.2%)

Full segment report: Page 46

Bulk Cylinder

85.9

67.5

80.8

Volume development (kilotonnes)

201920182017

+2%
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-4%

65.5
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150.3 148.3149.8

-0.3% -1.0%
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Hard Goods

Lower demand in the construction, manufacturing and mining sectors meant stagnating and, in some 
cases, declining volumes which created cost pressures. We maintained our focus on cost containment, 
efficiencies, and delivery and price management to absorb costs without excessively increasing prices 
to customers. Effective pricing strategies assisted in recovering cost inflation in imported products. New 
offerings such as the Multi User Pressure Panel (MUPP) and metal cored wires are performing well. We 
rolled out 4 839 Linde Integrated Valves® (LIV®) with 45 000 more to come.

Afrox has the excellent opportunity to participate in the construction of the Liquefied Natural Gas (LNG) 
project in Mozambique with hard goods sales. Representatives are engaging with customers on the 
ground, and Afrox pre-emptively purchased land for development in Pemba, Mozambique, to support 
the LNG project. This positioned us to support both onshore and offshore LNG projects.

Overall, African business increased revenues but decreased volumes amid individual countries’ 
challenges and cheap, low-quality imports from China and India. Our strong, trusted brands and 
relationships assist in maintaining business; for example, we defended our business with three key 
customers who went on tender. Our logistics functions navigate large areas throughout the continent 
and improved efficiencies through a distributor network and container distribution initiatives. 

Looking forward, we recognise the need to grow product and process knowledge for hard goods in 
Africa to improve our sales. To this end, we are building technical skills capabilities, and want to 
employ a dedicated business development manager. We aim to maintain volumes with existing 
customers and to recover costs through pricing. We will continue investing in and preparing our 
logistics for the LNG project and embed our container distribution model.

Revenue: R788 million  

(2018: R821 million)

Total share of Group revenue: 

12.9% (2018: 13.6%)

Full segment report: Page 49

Operations
Our operations function supports our product segments by 
optimising logistical and on-site efficiencies, investing capital 
expenditure (capex) prudently and embedding safety 
initiatives. During the year, we significantly improved our plant 
uptime and reduced our costs per unit through focused 
efficiency initiatives, despite challenges from crime, civil unrest 
and interrupted electricity supply. Project Vula had a positive 
impact on improving plant reliability at our carbon dioxide (CO2) 
air separation units (ASUs). We also improved our safety record 
and replaced our Golden Rules of Safety with the Linde Life 
Saving Rules.

Chapter 5  Leadership reviews continued

Development by category (%)
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We are restrictive on our investments in capex partially due to our plants having available capacity and being in excellent condition. Consequently, 
we maintain a low capex percentage of sales investment ratio. The most significant growth investment in the year went to LIV® and the remainder of 
investment focused on maintaining our assets and safety initiatives. Afrox spent on average 6.6% capex on sales (including major projects) between 
2014 and 2019.
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SWIFT – total gross cost savings accumulated (R’million)

Estimate 202020192018201720162015

450
606 

729
934

1 078

144

8

Lost workday incidents (LWIs)

20192018

5

Civil unrest and xenophobic violence disrupted our trade routes, and rail transport became abruptly unavailable. Because of this, our trucks had to 
travel longer routes. However, improved efficiencies offset these impediments. Crime can severely impact our operations through, among others, 
product thefts, vehicle hijackings and break ins.

Electricity interruptions from ailing infrastructure, unplanned outages and cable theft present a challenge as it interrupts and damages online 
equipment. Even though load shedding is considered an inherent risk in South Africa, Afrox has proprietary rights to be exempt from scheduled 
outages, until stage four, due to the critical markets our products serve. Afrox remains a staple to the South African economy.

Refer to page 52 for our full operations performance review.

Project Vula has had an immense contribution into our operational and behavioural safety. It has instilled a culture of accountability and our plants 
are safer, our people capability towards prevention of potential incidents has improved.

Outlook
South Africa’s economy and operating environment 
are unlikely to substantially improve in the coming years. 
While other African markets may have better growth 
prospects than South Africa, these markets are yet to 
mature. Afrox will remain focused on cost and process 
efficiencies, customer services, recovering inflationary 
increases and capitalising on any opportunities arising 
for our three product segments, focusing on our Hard 
Goods business segment.

We aim to tighten our financial exposure to our customers 
and better understand the market risks our customers face 
to ultimately remain highly cash generative.

Gratitude
We would like to give our thanks to our shareholders, customers, employees, communities and other stakeholders who ensure our continued 
operation. We extend our utmost gratitude to Bernd Eulitz for chairing Afrox these past years. Your invaluable contribution set the tone for us 
to enter the future. We look forward to working alongside John Panikar in coming years.

!

Schalk Venter Matthias Vogt
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Chapter 6  Performance reviews

Atmospheric Gases
Despite volume declines across market segments, Atmospheric Gases remained strong through pricing, customer retention 

and a relentless commitment to quality and safety.

Key highlights
• Excellent customer retention
• Strong pricing regime
• Stronger volumes from state healthcare contract
• Further penetration into consumer-led markets

Key challenges
• Customers going out of business
• Rising costs amid sluggish economy
• Lower volumes due to lower activity by customers
• Late payments from customers
• Difficulties with government agencies 

Performance review
2019 target 2019 2018

Revenue R’million  2 807 2 886 2 674
Earnings before interest and tax (EBIT) R’million 496 587 458
Margin % 17.7 20.3 17.1
Capex1/revenue % 8.9 8.9 12.6
Reliability of ASU and CO2 plants % 98 98.6 98.5
DIFOT2 % 95 92 94

1 Capital expenditure (capex) refers to spending by Afrox to acquire or maintain fixed assets.
2 Delivered in full and on time (DIFOT) is a measure of product delivery efficiency.

Overview

The South African economy faced increasing challenges in 2019. This was compounded by late payments from customers and difficulties with service 
supply from government agencies such as Eskom and Transnet. Additionally, certain competitors are becoming less strategic, and tender for business 
based on unsustainable pricing models. 

Amid these headwinds, revenue increased by 8% to R2 886 million (2018: R2 674 million), from growth in Healthcare, effective pricing in line with 
inflation and increased volumes in most market sectors. During the year, the calcium carbide supplier closed. This, alongside the prevailing economic 
conditions, impacted Afrox’s dissolved acetylene production and reduced volumes within our packaged cylinder gas business. Within industrial 
gases (acetylene, oxygen, nitrogen, CO2 and argon) the demand for our bulk products was above the prior year, resulting in increased volumes at our 
customer installations. 

• We exceeded targets in our medical gases’ revenue with increased volumes from the state healthcare tender, and good pricing from other medical 
customers.

• PGP and special gases responded to flat revenue with pricing and margin enhancement. This is despite the lack of calcium carbide directly 
affecting revenue and margin growth between April and June.

• Tonnage and bulk had higher plant uptime, but revenue performed lower than forecast due to higher costs and electricity pricing, and production 
costs eroded margins.

• Hospitality had significantly higher revenue from pricing enhancement and volume growth, though strong competition depleted higher revenues 
and margins.

EBIT at R587 million (2018: R458 million) increased by 28.2% mainly due to the growth in the Healthcare business, restructuring savings and the 
effective recovery of inflationary cost increases.
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Projects

Project Milestones/challenges/progress

Tag ’n Trace Afrox’s Individual Cylinder Control (ICC) solution was completed and rolled out to all existing and new 
customers (2018: 95%).

ICC supplies time-stamped data on cylinder movements at each scan point. This improves customer 
cylinder holdings’ accuracy and asset use. The improved accuracy increases revenue where holdings 
are understated; helped resolve cylinder holdings disputes; assisted debt collection; and improved 
customer confidence in Afrox’s ability to manage cylinders.

Afrox has the unique ability to do detailed analyses of cylinders to enhance asset management. This 
value-adding offering applies to all portions of our business concerned with industrial high-pressure 
cylinders. Customers responded positively to ICC due to fewer disputes and more accurate billing.

Significant capex projects In previous years, state hospitals in KwaZulu-Natal installed pressure swing absorption (PSA) units to 
generate oxygen. PSA units at five of these hospitals are unreliable and do not meet the required 
product quality standards. At the hospitals’ request, Afrox installed a bulk tank at one hospital and 
aims to do so at the other four hospitals in 2020. We continue our capex spend to maintain and grow 
our customer base.

Developing new markets Afrox plans to import pharmaceutical-grade medical gases from Europe, not yet available in 
South Africa. These will replace lower-grade industrial medical gases.

Linde Integrated Valve (LIV®) 
The LIV®, locally known as the integrated valve regulator, is a combination cylinder and valve regulator all in one. The LIV® enables medical 
practitioners to control gas releases more accurately, and the level gauge allows the user to see the amount of oxygen left in the cylinder. Its 
integration into Afrox cylinders means customers do not need to source regulators elsewhere.

Initial difficulties with product supply impeded the LIV® roll out and demand outstripped supply. Afrox resolved the issue and ramped up 
distribution, reaching 4 839 with 45 000 more to come. Going forward, these products can be rolled out for home use.

Chapter 6  Performance reviews continued
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State healthcare business 
Afrox won the state healthcare tender to supply all public hospitals in 
South Africa with medical gases. This effectively increased our coverage 
from five provinces to nine. Our performance outstripped our expectations, 
as hospitals’ uptake of our products branched into other medical gases such 
as those used to power medical tools, and others used in operating theatres.

As the contracts demanded higher volumes from our air separation units 
(ASUs), they saw higher use while keeping similar fixed costs – effectively 
decreasing the cost per unit of product.

For more information on how the tender affected our Broad-Based Black 
Economic Empowerment (BBBEE) endeavours, refer to page 53.

Afrox is investing in solutions in delivering product to rural state hospitals 
with weak or dangerous road infrastructure.

Future focus areas and outlook
• Pricing growth and margin enhancement
• Aggressive approach to winning new business to grow volumes and reduce overall costs
• Better training regime and use of client relationship management system to enhance a strategic thought process



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

46

Chapter 6  Performance reviews continued

Liquefied Petroleum Gas (LPG)
Our margins improved to 17.4% as we decreased our cost base and sold higher volumes to high-margin customers.

Key highlights
• Growth in packaged business
• Improved pricing and cost management
• Significantly improved service levels

Key challenges
• South African market conditions impacting bulk volumes
• Illegal traders 

Performance review
2019 target 2019 2018

Revenue R’million 2 492 2 412 2 552
EBIT R’million 381 395 330
Margin % 15.3 16.4 12.9
Capex1/revenue % 3.7 4.7 4.3
DIFOT2 % 95 95 94

1 Capex refers to spending by Afrox to acquire or maintain fixed assets.
2 DIFOT is a measure of product delivery efficiency.

Overview

Revenue decreased by 5.5% to R2 412 million (2018: R2 552 million) or 1.7% on a comparable basis, adjusted for the change in LPG market prices. 
This is due to the cost price linked to crude oil being more expensive on average this year, and 4.2% lower bulk industrial volumes from reduced 
demand in Afrox’s industrial customer base which is experiencing low demand or shutting down operations. Total volumes reported for the entire 
Group contracted by 1% to 148.3 kT (2018: 149.8 kT). 

Cylinder volumes increased by 3.1% from growth in strategic South African markets. These cylinders included the 5 kg “Safety Gas®” cylinders for 
the domestic formal market and hospitality (specifically for heating and cooking) sectors as consumers move away from conventional electricity. 
Conventional electricity is more expensive and less reliable than LPG not only in South Africa but other African countries (refer to page 32 for 
more information). We expect more benefit from this offering in 2020. Our subsidiaries reported stable LPG revenue with good pricing and 
margin management.

Our margins improved to 16.4% as we decreased our cost base and sold higher volumes to high-margin customers. EBIT improved by 19.6% to 
R395 million (2018: R330 million). EBIT margin improved by another 350 basis points from 12.9% in 2018 to 16.4% in 2019. Our capex remained 
in line with 2018. We plan on investing R40 million in growing the business and R15 million on replacing cylinders in 2020.

Our DIFOT improved due to better service levels, considering unreliable local product was substituted with reliable imports.

Our cluster-based logistics model is more efficient at moving product around South Africa – we have the right products at the right places, which 
significantly improved our service levels. Our investment in cylinders also assisted in ensuring packaged product to service demand.
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PayGas – Pay As You Gas®

Traditionally, LPG was inaccessible to many South Africans who could not 
afford to buy whole cylinders at a time and opted for paraffin instead. Afrox 
decided to brand LPG as “Safety Gas®” due to incorrect perceptions about 
the safety risks surrounding it.

To unlock this market, Afrox partnered with PayGas, an LPG retailer, to place 
gas franchises in strategic, walking distance locations in low-income areas. 
Customers can purchase PayGas vouchers of any value from local stores and 
bring their cylinders to the PayGas station to be filled. Municipalities in 
areas where no electricity supply is available can allocate the electricity 
subsidy to subsidise the initial cylinder purchase. This makes LPG affordable 
and customers receive the exact amount of gas they paid for, at Afrox’s 
standard of quality. 

The initiative proved successful and Afrox is considering rolling out the 
model throughout Africa.

Securing supply through imports
Historically, local LPG refineries had challenges in supplying Afrox with 
sufficient LPG to satisfy customer demand. Afrox responded by purchasing 
from bulk traders, which reduced margins, and importing product. The 
difficulty in supplying South African customers had a knock-on effect for 
other African customers. Afrox gradually increased its imports and 
resolved the difficulties in security of supply in South Africa and the 
broader region. By increasing import volumes from wholesalers, Afrox 
could negotiate better prices and supply the domestic market with 
competitively priced products. A newly negotiated Rand-denominated 
landing price in terminal reduced risks from demurrage costs and currency 
fluctuations.

Imports make up 50% of Afrox’s purchases, and the ratio should increase 
as new import terminals come on stream. Richards Bay houses South 
Africa’s largest import terminal, with a capacity of 3.5 kT storage. It is set 
to be replaced by the Bidvest Tank Terminal (BTT), which will have a 
capacity of 22.7 kT storage. This new terminal is expected to come online 
by the second quarter of 2020 and will present significant opportunities to 
improve Afrox’s cost base.

Geographic footprint of refineries and import terminals
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Chapter 6  Performance reviews continued

Price regulations in South Africa

The maximum refinery gate price (MRGP) (the maximum allowed selling price) for LPG in South Africa is determined by the cost base for South 
African refineries. This reduces the margins for imports, where input prices were determined by the Saudi contract price (CP). As imports became 
more prominent, the need arose to create parity in import pricing between the South African cost base and Saudi-based import cost price. The 
Department of Energy responded with a draft policy document to change the MRGP from a fuel base to import-based pricing. This will allow Afrox 
to reach more competitive pricing from imports and step up competition to local refineries.

Projects

Project Milestones/challenges/progress

Optimise transport and distribution 
expenses

We increased our focus on African countries. We are considering how to optimise distribution fleets 
and plan to use more terminals in, for example, Mozambique, to distribute products, rather than using 
South Africa as the only distribution hub.

The BTT should also carry benefits to our supply chain from the second half of 2020.

Long-term strategic alliances with 
upstream partners

We consolidated our partnerships with terminal operators, traders and supply chain partners and will 
develop these to drive profitable long-term growth.

Illegal cylinder filling
Organised and individual criminals illegally fill cylinders to sell. This appeals to customers as it is less expensive than official products. However, it is 
dangerous and cylinders are often not filled properly. In the past, Afrox responded through civil litigation, which proved largely ineffective.

Renewable energy
Some of Afrox’s large customers are expressing interest in biogas and green energy. We are in the early stages of responding to this demand and 
identified various initiatives and engaged targeted customers. LPG in principle is a cleaner option to a coal energy source.

Growth in Africa
While growth in Africa is muted, we expect a gradual recovery and medium to long-term opportunities following improving performance in Namibia 
and expect prices to continue normalising in Botswana. LPG prices in these and other growth markets are heavily regulated. Afrox depends on supply 
chain efficiencies to maintain and grow margins. We introduced new supply chain efficiencies with strategic new filling sites to optimise capacity in 
Zambia, Malawi, Namibia and Botswana. These volumes are yet to have a material impact for Afrox; they have the potential to double in the next five 
years. Afrox invested in cylinders to prepare for this growth. 

There were no new developments regarding the Competition Commission’s inquiry into the LPG sector.

Future focus areas
• Ongoing import focus to drive efficiencies, including production and distribution initiatives to reduce costs
• Grow volumes in cylinder business by growing the market based on investments, supply chain efficiencies and new market offers (such as Safety 

Gas® in traditionally paraffin markets, and by converting larger customers from coal to LPG)
• Growth in Africa
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Hard Goods
Initiatives to maintain revenue and profitability include the continued focus on cost containment, efficiencies in our factories 

and improved, just-in-time delivery and price management in line with cost inflation.

Key highlights
• Successful launch of the Multi User Pressure Panel (MUPP)
• Good progress in introducing metal cored wires
• Preparations to capitalise on upcoming LNG projects in Mozambique 
• LIV® coming into service with 4 839 units put into circulation during 2019
• Defended business in Africa
• Brand strength retaining customer loyalty

Key challenges
• Continued proliferation of low-cost import products
• Lack of volume growth amid competition from cheaper imported products
• Pricing challenges due to customers’ cost pressures 
• Competitors’ bundled deals in retail sector

Performance review
2019 target 2019 2018

Revenue R’million 789 788 821
EBIT R’million 131 109 129
Margin % 16.6 13.8 15.7
Capex1/revenue % 0 0.5 1.6
DIFOT2 % 95 93 93

1 Capex refers to spending by Afrox to acquire or maintain fixed assets.
2 DIFOT is a measure of product delivery efficiency.

Overview

Difficult trading conditions placed volumes under pressure. Revenue decreased by 4% to R788 million (2018: R821 million) despite effective 
recovery of cost inflation in imported products via pricing. Stagnant or declining volumes create cost pressures as operations’ cost bases remain 
unchanged. Overall the segment was adversely impacted by the continued lower demand in the construction, manufacturing and mining sectors.

Initiatives to maintain revenue and profitability include the continued focus on cost containment, efficiencies in our factories and improved, 
just-in-time delivery and price management in line with cost inflation.

EBIT decreased by 15.5% to R109 million (2018: R129 million) due to lower volumes from reduced demand in the market.

Our revenue in Africa increased by 6%. Our volumes declined by 4% largely due to the Namibian recession. Our Zambian and Mozambican 
businesses performed well under the circumstances. Zambia, Namibia and Malawi have severe difficulties with water and electricity shortages, as 
well as infrastructure funding constraints and other socio-political challenges. Other challenges include competition from low-quality imports which 
Afrox cannot compete with after a certain price point. However, we remain confident consumers prefer quality products even at a slightly higher 
margin when turnkey projects are in progress.

Our endeavours to grow Hard Goods are targeted at existing key customers who remain resilient and continue relying on Afrox for product and 
process support. We also target the informal and retail sectors with our Arcmate® and Transarc® product ranges which are affordable, and higher 
quality than low-priced imports. We targeted several local export houses to grow business in Africa.

We defended our business with three existing customers in the sugar industry and in the mining sector, who went on tender. The key to success in 
these tenders was our position as a strategic partner, rather than a mere product supplier, and assisting customers with knowledge on how best to 
use products within their respective industries. 

The lack of product and process knowledge around hard goods is a significant impediment to sales growth in African countries. In the interim, hard 
goods product managers and specialists travel into target countries, being Namibia, Zambia and Botswana, to assist as best they can. 
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We focus on improving our distributor network in Africa as we operate in vast areas. We target informal markets with these distributors as well as 
resellers and container distribution initiatives. Afrox rolled out basic product training to sales representatives and Gas & Gear employees in 
Botswana, Namibia and Zambia to better equip them to upsell and cross-sell fast moving hard goods products, the new third-tier range products and 
complementary products such as personal protective equipment (PPE) and abrasives. 

Afrox purchased land for development in Pemba, Mozambique, to support the LNG project. This positioned us to support both onshore and offshore 
LNG projects. 

Market overview
Revenue
R’million

Sector 2019 2018 Reasons for variances/driving changes in sector

Food and beverages 19 24 Lower volumes from the sugar industry, due to global downward 
trend in sugar price.

Petrochemical 59 61 Slight decline due to reduced demand from major customers. 

Steel industry 132 144 Lower demand due to severe pressure in the industry, e.g. steel mill 
closures such as Highveld Steel and Mittal.

Mining 142 119 Good demand from increased maintenance activities and a large 
order for Afrox self-rescue units.

Retail trade 142 154 Reduced volumes due to economic pressures and high perceived 
prices for Afrox products, and due to competitors marketing cheaper 
products imported from China and India, especially in developing 
African countries.

Automotive 35 36 Volume declined due to cheaper imports. 

Construction 41 41 Volumes declined marginally due to stagnant economic environment  
and reduced infrastructure spend but potential through LNG Mozambique 
project.

Manufacturing 37 42 Declining volumes from the manufacturing sector due to lower 
demand at key customers. 

Other 181 200

Total 788 821

MUPP
Atmospheric gases are often needed 
to do work at height. This can be 
cumbersome if workers need to carry 
cylinders up, and it can be dangerous 
if multiple cylinders are on a scaffold. 
The MUPP was designed to address 
this problem – it is a manifold of points 
that can have regulators attached, to 
channel shielding gases from the 
ground to the worker. The MUPP 
creates a safer and more efficient 
working space. The first units were 
delivered in October 2019.

Chapter 6  Performance reviews continued
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Projects

Project Milestones/challenges/progress

Growth opportunities in the light industry 
retail market

These markets present significant opportunities, especially considering our bulk deal offers to 
retailers. Our third-tier product ranges grew in Namibia and Zambia, though sales were muted 
in South Africa.

Arcmate 6013 electrodes® After initial challenges with quality consistency when the product was produced in South Africa, 
Afrox contracted new suppliers abroad and resolved the issue. Regaining consumer trust will take 
some time. In February, a training session was held on the product range to re-establish Arcmate® 
as a competitive product. We are exploring various route-to-market strategies in Africa with the 
container distribution model. These containers with multiple hard goods products are placed as 
container businesses in target areas. This gained traction in Zambia and Mauritius. 

Oil and gas sector opportunities Total Société Anonyme (Total S.A.) took the final investment decision to build two onshore natural 
gas liquefaction trains, storage tanks and associated infrastructure valued at USD25 billion in 
Mozambique. We anticipate high demand for hard goods during the construction phase of the 
infrastructure project. 

Afrox aims to invest R75 million over four years in Pemba and Palma, of which R23 million will be 
invested in 2020. We partnered with a global supplier of welding consumables to leverage supply 
in this market.

Arcmate® range of gas equipment There was a slow uptake in South Africa. The product was only launched into Africa in the third 
quarter of 2019. We received several orders, however customer feedback is insufficient. We believe 
this gas equipment range will deliver more results in future.

Equipment rental and safety solutions A mine in Botswana awarded Afrox the contract for arc equipment rental for the second consecutive 
year during their shutdown period. The mine prefers our Miller brand of equipment and the support 
we provide during its shutdown process. Afrox sales personnel conduct regular safety surveys at the 
mine’s key customer sites.

Our safety solutions training where we train end-users on how to best use our products, is doing well 
in the mining sector. It will be useful in the LNG projects in Mozambique. 

Grow the flux core range We have a strategic partner in South Africa to execute joint projects aiming to approve cored wires 
for specialised applications. The metal cored wires improve the quality and integrity of welds, which 
assist in passing inspections. These projects should bear fruit in 2020.

Improve sales in Africa We focus on the retail and informal market. We continue developing our route-to-market strategy 
through, for example, the container distribution model, and we improve our distributor network to 
penetrate the informal sector. We aim to expand the third-tier product range to include packages that 
better meet this market’s demand, such as 1 kg packs and additional grades.

Future focus areas
• Maintain volume at current customers
• Embed roll out of container distribution model
• Cost recovery through pricing
• Prepare investments and logistics for:

 - key projects in Africa such as LNG in Mozambique; and
 - growth of third-tier hard goods volumes in the light industry, informal and do-it-yourself markets through indirect channels in Africa;

• Increase frequency of basic product training initiatives to sales representatives using technologies such as video conferencing
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Operations and Safety, Health, Environment and Quality (SHEQ)
Afrox’s operations and SHEQ functions work in tandem. By doing the right things in the right way, we complete projects 

and operations at the lowest cost and highest speed, and maintain the highest standards of safety, plant performance 

and customer experience.

Key highlights
• ISO 14001, ISO 18001, and ISO 9001:2015 certifications
• 30 high-risk maintenance projects completed with zero recordable injuries owed to collaboration between operations and SHEQ
• Improved plant online time from 98.5% to 98.6%
• Historically low lost workday cases 
• R205 million in cost savings from efficiency programmes

Key challenges
• Product theft and physical security risks
• Logistical difficulties from civil unrest and abrupt supply interruptions
• Deteriorating infrastructure and uncertain utilities supply damaging equipment and reducing plant uptimes
• Increased outsourcing requires greater emphasis on contractor management 

Operations
Afrox’s Head of Operations manages the operations department to assist its segments in improving efficiencies and reducing their cost bases to 
maximise value. 

KPI 2019 2018

SWIFT total gross cost savings R’million 206 123
Overall plant online time % 98.6 98.5
Cost of downtime R’million 3.6 10.4
Plant efficiency kW per hundred cubic metres of product 1.598 1.610
DIFOT1 % 93 94

1 DIFOT is a measure of product delivery efficiency.

Overview

Afrox’s operations faced several significant difficulties during the year. Supply routes were disrupted by civil unrest, which required longer distances 
to be covered on sub-optimal routes. Afrox had to courier product over long distances by truck due to abrupt unavailability of rail deliveries. There 
was unanticipated supply deficit from one supplier which led Afrox to sourcing product from further away. Product thefts presented another 
challenge, as did uncertain electricity supply2 and deteriorating infrastructure – sensitive equipment can be severely damaged by unexpected power 
outages and theft affects volumes and thereby costs per unit. Afrox improved cost savings despite these challenges. 

Operational efficiencies

Afrox creates cost savings and efficiencies by continuously refining the organisation, improving distribution efficiencies, and through key 
procurement initiatives. Consequently, we outperformed our R140 million SWIFT cost-savings projections with an actual figure of R205 million.

Plant maintenance
Afrox uses cost of downtime as a metric for the holistic assessment of plant efficiency. It includes the increased cost per tonne delivered as the metric 
factors in cost changes in logistics and transportation. Each year cost of downtime is benchmarked against the previous year. 

We measure Rand per tonnes delivered and tonnes per kilometre against the previous year without excluding once-off factors such as the civil 
unrest or unplanned supply disruptions. Rather, we factor these into planning for the next year and flag these potential events as risks. 

Chapter 6  Performance reviews continued

2 This does not refer to load shedding. Afrox has proprietary rights to be exempt from load shedding up to stage four.



Integrated Report 2019 53

In the previous year, Afrox made alternative arrangements to supply customers at higher costs due to plant downtime. We implemented a robust 
plant maintenance system which greatly improved our cost base and efficiencies because it ensured product was available and from owned sources. 
We also improved suppliers and contractors’ management, undertaking a rigorous process of contract review and procurement enhancements. 
Afrox worked with Linde Engineering on Project Vula. The partnership aimed to resolve challenges and improve focus on process safety and train our 
ASU employees, in strong collaboration with the SHEQ team.

No impairment was necessary this year due to our focus on plant maintenance during 2019.

Improved asset utilisation
Our fixed cost per unit reduced due to maintenance creating operational efficiencies and improved plant utilisation, especially from the increased 
volumes in our Healthcare business.

Procurement processes
Afrox’s procurement function maintains a tender board as a governance structure that considers upwards of three suppliers for every tender award. 
Some of the improved procurement criteria is a bidder’s BBBEE status, cost-efficiency, adherence to Afrox SHEQ standards, and supplier 
development. Refer to page 64 for more detail on how the state healthcare tender affected our procurement processes.

Distribution models
We continue investing in our partnership model to enter South Africa’s informal domestic household markets with 5 kg Safety Gas® cylinders (refer 
to page 47 for more detail).

Our cluster-based model creates geographical clusters to pursue optimal sales density and key markets to strengthen distribution efficiency. We 
ensure we keep appropriate inventory levels of product within optimal distances to meet customers’ needs. The new BTT is scheduled for completion 
in 2020 and should add opportunities to this model (refer to page 47). 

Afrox outsourced its cylinder and bulk distribution during the final quarter of the year. By doing this, the Company gained the benefits of specialist 
knowledge alongside dedicated resources that improve distribution reliability.

We rigorously vet providers and contractually oblige them to adhere to our safety standards. Appointments are made only when a supplier can offer 
a better Rand-per-kilometre performance than Afrox can achieve internally, subject to Afrox’s standards. 
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Sales and marketing
Afrox stratified its customer base in clusters with dedicated sales and marketing representatives at the correct levels of interaction and engagement 
required. A portion of the sales and marketing is part of an outsourced function fully integrated into our operations, using the same digital and client 
relationship management systems. They service Afrox’s customers and are gradually growing their expertise to sell more products.

Engineering support
The operations function provides engineering and maintenance support for the Mozambique business to set up the supply hub for the 
growth initiative.

Embedding the Linde Life Saving Rules

Afrox transitioned from its Golden Rules of Safety to the Linde Life Saving Rules (Life Saving Rules) during the year as the next step towards 
world-class SHEQ performance and culture. The Life Saving Rules go hand in hand with our values and safety principles. They are critical and 
unambiguous rules that need widespread deployment to prevent fatalities and fatality potential events (FPEs). 

We deployed the Life Saving Rules this year through Group meetings and by updating training profiles. We launched our Linde safety principles 
and Linde values through additional safety stand downs. The launches were supported by top-down site visits from top management, and by 
bottom-up employee engagements at all levels of the organisation.

Life Saving Rules

Driving and vehicles Permit to work Lock-out/tag-out (LOTO) Hazardous atmospheres Elevated work activities

Contractor  
management

Management  
of change (MoC) 

Personal protective  
equipment (PPE)

Safety equipment  
and devices

Safety and health

We have realistic and measurable targets for safety and employee wellness. Major sites employ dedicated SHEQ committees, supported by senior 
management, to satisfy the Occupational Health and Safety Act, 181 of 1993. Line managers have access to knowledge and tools to improve their 
SHEQ-related competence. We measure contractor safety in line with that of employees. We continued our safety awareness initiatives and held two 
safety days covering Linde safety principles and values.

Key performance indicators (KPIs)1

KPI 2019 2018

LWIs2 Number 5 8
Work days lost Days 40 74
Lost-time injury frequency rate (LTIFR)3 Rate 0.11 0.90
Commercial vehicle incidents (CVIs) (severity 1 and 2)4 Number 4 4
Non-commercial vehicle incident (NCVI) (severity 1 and 2)5 Number 1 4
Third-party fatalities Number 0 2
Fatalities (employees, contractors and third parties) Number 0 3
Major event (ME)6 Number 2 8
Security incident reports (SIRs) (severity 2)7 Number 3 2
Total recordable injuries Number 13 13
Security spend R’million 66.2 55.2
Manual handling incidents Number 12 11

1 More detailed statistics are available in appendix A on page 115, and full definitions are in our glossary on page 118.
2 Previously lost-time injuries.
3 Since the Linde-Praxair merger, this metric changed from a rate per 1 000 000 hours worked to a rate per 200 000 hours worked. Consequently, the 2018 figure is restated.
4 Previously commercial vehicle (CMV) incidents.
5 Previously passenger light vehicle (PLV) incidents.
6 Replaced major incident reports (MIRs). Consequently, the 2018 figure is restated.
7 Previously measured as part of MIRs. 

Chapter 6  Performance reviews continued
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Driving behaviour and incidents
• LTIFR improved from 0.90 in 2018 due to five LWIs and no fatalities. 

Two CVI were within our control and zero caused third-party 
fatalities. These were as a result of a decrease from 2018. We 
endeavour to apply learnings from every incident to ensure they are 
prevented in future. 

• Total recordable injuries reflect more medical treatments and fewer 
LWIs.

• Afrox has a manual handling taskforce drawn from all areas of the 
business to review solutions to manual handling issues covering all 
aspects of safety, including behaviour, technology and engineering. 
We consolidated previous interventions. Employees are better 
trained, have higher discipline and take ownership for their safety.

• Transport supervisors’ KPIs include a short-term incentive plan (STIP) 
element linked to monthly vehicle inspections to verify 
roadworthiness and behaviour. This extends to contractor 
management.

• Our high-risk category drivers remained at 4 (2018: 4) against a 
target of two.

• Our commercial vehicles in our non-South African operations have 
in-cab dashboard cameras, and we have plans to install dashboard 
cameras in our passenger vehicle fleet. We plan to add fire 
extinguishers on our fleet to protect against tyre fires. Afrox 
continues focusing on our passenger car behavioural safety 
programme with DriveSafe and training initiatives. 

Major Hazard Review programme
We conducted focused reviews of all site emergency plans and 
preparedness for our Major Hazard Review programme (MHRP)1 
category 1, 2 and 3 sites. Afrox maintains 100% compliance with our 
MHRP requirements.

We are updating our standards to match Linde’s licensing requirements.

Following up on The Dupont™ Safety Perception Survey™
Following our results from the DuPont™ survey discussed in the 2018 
report, we aim to: 

• improve our safety culture to reach level 5 safety maturity according 
to the DuPont™ model (team and safety-based culture); and

• embed operational and SHEQ discipline to include process safety, risk 
and incident management processes with 100% compliance to the 
Life Saving Rules while ensuring practice is consistent with 
up-to-date standards and procedures. To this end, we have 
behavioural programmes, hold monthly inspections, have monthly 
communications on key risk themes, and have a weight risk 
assessment programme forming part of employees’ STIPs. Our P1 
process safety alarms for 2019 are 34 (2018: 123).

Managing high-risk work
Before engaging in any high-risk work, we perform detailed risk 
assessments around relevant Life Saving Rules to inform appropriate 
method statements. These statements require in-depth verification 
for, inter alia, scope, condition changes, defined procedures, safety 
alerts being in place, and result in robust presentations to the 
Managing Director, Head of Operations and Head of SHEQ for approval. 
This year, 30 projects involving high-risk work concluded with no 
recordable injuries.

Project Vula
We commenced an internal project called Vula, along with Linde’s 
Engineering Division to review, identify, analyse and catalogue 
process hazards, focusing on improving adherence and compliance 
with standard operating procedures and to source critical safety 
instrumentation. The programme’s first stage is complete, and the 
second phase will assess plant safety and reliability to recommend 
improvements. A full-time Afrox Process Engineer will ensure its 
sustainability.

Security upgrades
LPG has a relatively high street value, and criminals cause security 
incidents at our filling sites and retailers. We increased our security 
spend as we started installing safe rooms. Security personnel can 
remotely monitor a site, at larger filling and distribution sites, from 
these rooms. This improved safety for our security employees and 
our product. Crime mitigation measures are constantly reviewed 
and updated.

1 The MHRP is a Linde internal programme that classifies and assesses high-hazard sites according to volumes of hazardous materials and the potentially affected surrounding 
communities. This programme proactively mitigates and manages major risks that could arise from installation disasters. The MHRP is aligned to the European SEVESO II Directives, 
USA OSHA Process Safety and the South African Occupational Health and Safety Act.
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Environment

KPI 2019 2018

Water consumption m3 659 101 861 595 Afrox trialled water saving ‘bladders’ to preserve 
water during our Pretoria ASU maintenance 
shutdown, the water was later re-introduced into 
the plant at start-up. The initiative saved 70 000 
litres of water, and we anticipate potential savings 
of up to 200 000 litres of water per similar project.

Total carbon emissions1 tCO2e 502 317 460 639 Transportation contributed 4.9% (2018: 5.3%) to 
total annual emissions.

Waste Tonnes 3 345 3 190 Afrox embarked on Project Scrap. This is a clean-up 
effort to comply with local laws on asbestos, and 
to remove obsolete cylinders.

Electricity consumption 
(purchased)

Megawatt-
hour (MWh)

445 201 431 251 Purchased electricity consumption increased due to 
higher volumes in our ASUs. ASUs produce nitrogen, 
oxygen and argon, which are major contributors of 
our indirect CO2 emissions.

Electricity consumption (backup 
power generation)2

MWh 8 054 9 783

Adherence to quality standards 
for regulated products

% 100 100 All new sites were certified to relevant standards. 
All other sites were certified to updated standards, 
where necessary.

1 Includes direct and indirect emissions.
2 New performance metric introduced in 2018.

• Afrox’s sites monitor and report water consumption to facilitate analysis to identify improvement areas. Our water is supplied by municipalities or 
regional utilities. Numerous sites have boreholes for back-up redundancy purposes. 

• Internal audits analyse ASUs’ energy efficiency according to our energy strategy and energy management system. Afrox completed critical 
maintenance on ASUs to improve reliability and prevent unplanned outages, which reduced energy use in turn. An annual target of 2% was set for 
2019, after analysing 2018 data. Afrox’s dissolved acetylene plants have air emissions licences in compliance with the National Environmental 
Management: Air Quality Act, 39 of 1994. Hazardous waste decreased by 4.5% (2018: 45% increase) because of shortages from suppliers.

• Afrox signed an agreement with a specialist contractor who manufactured specific equipment to efficiently demass cylinders. Our commitments to 
the Department of Environmental Affairs of asbestos massed cylinders being removed from circulation remain on track.

• No fines related to environmental legislative compliance were received. One noise complaint from a nearby residential neighbourhood at our 
Kuilsriver plant was received, followed up by a query from the local municipality. Afrox is working on a solution to the query. Afrox continues 
monitoring and assessing new pertinent environmental legislation.
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Quality and product stewardship

The Afrox Quality Council convenes twice a month and creates an agenda for managing quality and customer programmes across the business. It 
includes reviewing major customer incident reports, customer complaints, audit reports, certifications, among others. All African subsidiaries are 
integrated into the Afrox Quality Council’s agenda.

Our sales and marketing team undergoes robust product training. We conduct customer audits and receive direct customer feedback through various 
mechanisms such “voice of the customer” surveys. We respond to customer feedback within a short period of time, and Afrox actively monitor 
updates. We held a quality conference during the year. The conference’s theme was “pride yourself in quality – the African flavour”. Another quality 
day focused on integrity, records and data.

We improved our certifications in all categories by certifying newly acquired sites as required: Roodekop and the GOC completed their ISO 14001 
certification; Afrox Malawi completed ISO 18001 certifications; and Afrox Namibia completed its ISO 9001:2015 certification. All relevant sites 
transitioned from ISO 9001 to ISO 9001:2015. 

Afrox ethically manages its products and their packaging at all stages of their life cycles, to minimise health, safety, environmental and social 
impacts.

Our environmental stewardship goes beyond our legislative obligation. We audit first-time buyers to assess and train them on how to use Afrox’s 
products safely. The Company periodically audits customers to raise awareness around hazardous products. We encourage our stakeholders in the 
extended life cycle of products to be responsible. This decreases the likelihood of negative impacts associated with the production, delivery, use and 
end-of-life disposal of Afrox’s products.

Future focus areas
• Continue embedding the Life Saving Rules
• Continue improving plant efficiencies
• Continue improving operating model and supporting each segment 
• Assist Hard Goods in preparing for the LNG project in Mozambique
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Human resources (HR)
Key highlights
• Improvement to BBBEE Level 2
• New distribution operating model and structure changes
• Integrated employee wellness implemented 

Key challenges
• Maintain BBBEE level
• Embedding changes

KPIs
Key performance area KPI 2019 target 2019 2018

Employee 
development and 
leadership capability

Leadership developments Number 65 60 134

Learners, apprentices, bursars and graduates Number 119 118 181

Diversity and 
transformation

BBBEE level Overall number 2 2 3

Employment equity % 80 80 82

Employee retention Employee turnover % 3 0.4 3

Changes to Afrox’s HR structure and function during the year included a new e-recruitment system, a new performance management system, new 
payroll and leave management systems in six African countries, and new kilometres claims enhancements.

We reviewed our policies against market benchmarks again to ensure they remain relevant. We continue leveraging Linde’s global HR management 
and planning systems to improve our:

• talent, performance and remuneration management systems;
• global training programmes;
• data management and reporting;
• global best practice; and
• global visibility.

Overview

Organisational health
Organisational health refers to our initiatives to optimise our business and align with our strategic objectives and business strategy. It focuses on 
middle to senior manager roles. We continuously review our Company structure in line with the organisational elements set out below: 

• Right number of people: certain areas may need more or fewer resources. 
• Span of control: we are optimising the ratio between employees and their line managers towards Linde’s benchmark of 1.6. 
• Layers: we reviewed our hierarchical levels in the Company and its various functions. Too many layers could result in a lack of ownership, delayed 

decision-making, too many processes, longer communication channels and cumbersome administration. Ideally, we would have four to six levels. 
• Work activities that are not required and/or can be performed elsewhere: we look at optimally delegating work to employees, which might 

involve another department or employee, outsourcing, labour brokers or contractors, etc. This also serves to remove duplication. 
• Effectiveness and efficiency of organisational structure: we review our organisational structure for inefficiencies. 
• Excessive travel: we look at how to best distribute work with distances between employees and/or operations/customers in mind. 
• Cost base: we consider how to keep our cost base competitive.

We implemented the new distribution operating model to continue with our organisational health initiatives, and in compliance with the 
requirements for the state healthcare tender (refer to page 64). Consequently, we outsourced some activities to improve efficiencies and fully 
absorbed temporary workers into the outsourced operating model. This decreased any labour broker concerns which legislation may present.

One of our initiatives in this regard is outsourcing Afrox’s customer service centre to a global outsourcing company which we refer to as our 
internal sales team. The project aligns with the customer segmentation model and go-to-market strategy. It will increase revenue and margin 
opportunities, improve sales, focus on customer needs and reduce fixed costs. Going forward we will make minor adjustments to our operating 
model where necessary. 

Afrox aims to:
• be an employer of choice;
• have the right employee in the right position;
• drive innovation and enhance customer solutions;
• continuously learn, adapt and improve;
• provide attractive careers;
• develop management and leadership capabilities;
• support line managers and their abilities to lead employees; and
• manage and reward performance.
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We concluded a two-year wage agreement, which will be effective until 31 July 2021, and saw no industrial action during the year.

HR system 
We continued embedding our new HR initiatives and improved our digital applications: Afrox is the first member of Linde to implement the new 
e-recruitment platform. The new platform improved employee and line management self-service in South Africa. The system allows automatic 
uploading of curricula vitae, which expediates reviews and approvals from line managers. The VIP payroll and leave management modules are in 
effect in six of our African operations. They allow for harmonised payroll and leave management procedures. We also enhanced our kilometres 
claims practices.

Employment types

Type of employees 2019 total 2019 male 2019 female 2018 total

Permanent 1 728 1 281 447 2 035

Temporary 5 3 2 67

Afrox employs 1 281 male and 447 female full-time employees, and three male and two female part-time employees. Of our 1 728 permanent 
employees, 85% are in South Africa and the remaining 15% are employed in other African countries. Of our five temporary employees, 100% are 
in South Africa. 

Employee retention

Analysis of leavers 2019 2018

Voluntary and non-voluntary leavers Number of full-time employees 447 332

Average length of service for all employees Years 10 9

Afrox reduced its full-time employee headcount through organisational health initiatives to align the cost base with expected revenues, and by 
outsourcing functions for higher efficiencies. We maintain a record of the reasons why employees leave and respond accordingly through our HR 
talent management strategy.

Unionisation
We engage with our employees and unions to maintain and improve relationships. We carefully consider their legitimate needs and respond 
appropriately. We hold regular forums to deliberate and share opinions ahead of decision-making. Our unionised employee headcount reduced as 
the outsourced functions do not belong to unions.

Number of unionised employees

2019
Total unionised

520

232

94

38

155

224

1

NUMSA

SACWU

CEPPWAWU

UASA

Solidarity

376

97

1

2018
Total unionised

738

40
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Diversity and transformation
Afrox works towards an employee demographic representing South Africa. We observe the principles of equality and fair treatment in all operations 
and interactions with employees.

Managers and consultative forums are obliged to be familiar with the Employment Equity Act. The Social, Ethics and Transformation (SET) Committee 
and consultative forums manage employment equity and legislative compliance matters. They collaborate to establish numerical equity targets that 
senior management must work towards.

We are notified of all discriminatory acts, and we stringently review and address these. Internal audit handles ethics matters. No claims of 
discrimination were made for 2019 (2018: none).

Employment equity (%)

Employee level
2019 

equity target 2019 2018

Top management (Managing Director and Group Financial Director) 0 0 0
Senior management 47 35 46
Professionally qualified middle management 47 47 49
Skilled junior and middle management 75 81 75
Semi-skilled junior management 95 99 95
Unskilled and defined decision-making 98 100 98

Afrox has 71% overall black management representation. The representation of equity candidates in our senior management reduced and 
representation at semi-skilled junior management level has increased. Our focus remains to build our pipeline through our talent management and a 
succession planning framework to ensure that we built capacity a diverse pool of leaders to support business needs.

BBBEE profile (South Africa only)
Afrox subscribes to the principle of equal opportunity for all and strives to attain an employee composition reflecting the demographics of South Africa.

Number of men Number of women

2019 2018 2019 2018

Employee level Black White Black White Black White Black White

Top management/Executive 1 1
Senior management 4 12 12 18 3 1 5 3
Professional/Middle management 86 100 95 106 27 28 35 29
Skilled/Junior management 337 70 243 72 214 59 126 51
Semi-skilled 422 2 352 11 62 5 76 15
Unskilled 38 361 2 5 57 6
Total 887 185 1 063 210 311 93 299 104

Our employment equity strategy is integral to the annual strategic planning process and is reported and reviewed quarterly at executive 
management meetings chaired by the Managing Director. Afrox’s overall black representation in South Africa is at 81% (2018: 82%) and 
includes 31% (2018: 27%) female representation.

Employee gender analysis (%) 

2019

69

31

Women: (2019 target: 30%)

Men: (2019 target: 70%)

73

2018

27
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Our female representation increased in 2019. We continue to monitor measures that we put in place in terms of our Employment Equity Plan 
including recruitment.

We include skills development initiatives and learnerships as part of our employment equity plan. This develops a pipeline of female learners 
and employees to improve representation in the medium to long term.

Refer to page 60 for more information on our BBBEE initiatives.

Succession planning and employee development
Afrox considers leadership and management development a long-term imperative. During the year we completed our talent and succession planning 
and came to fully understand our people bench strength. We aimed to align with Linde and focused on junior to middle management employees 
according to our talent and succession planning framework during this year. We are implementing development plans to close identified gaps, and 
continued individual executive coaching this year. 

We continued our focus on operational efficiencies through, among others, our training initiatives, which include SHEQ, driver, sales and SAP 
training, and our organisational health initiatives.

Our succession plan fills a high percentage of vacancies internally rather than through recruitment. 57% of our talent pool comprises employment 
equity employees and our coverage rate for critical roles in the business is at 94% (2018: 85%).

Afrox uses formal in-person training and online training platforms such as the Linde integrated management system and standards (LiMSS), which 
holds an easily accessible library of procedures, standards and global business reference material. The system1 includes an individual learning 
management system and audit manager.

Our spending in training, including bursaries, was R39 million (2018: R44 million). We financed development for 118 (2018: 181) new learners 
through apprenticeship, learnership and internship programmes. The reduction aligned with our headcount and BBBEE requirements.

Going forward, in compliance with new BBBEE regulations, we will devote a percentage of our skills development spend to higher education for 
underprivileged persons, who are not Afrox employees, or their dependants. We are crafting the framework on how to qualify and evaluate potential 
beneficiaries. 

Employee and 
employee dependant 
bursaries

Afrox spent R2.5million (2018: R1.8 million) on employee bursaries. We also offered recognition of prior learning to 
help existing employees complete trade qualifications. We provided R3.8 million to 124 of our employees’ dependants. 
These dependants could further their studies in any field of their choice at tertiary institutions (2018: R4.2 million for 
144 dependants).

Management 
development and 
training

All first and second-line managers participate in a leadership development programme to improve their leadership 
capabilities. We believe the recognition and consequences management portion of the training is a valuable tool, and 
training is ongoing.

Senior leaders are afforded the opportunity to attend Linde’s global leadership programmes annually.

Graduate training 
scheme

Afrox’s 24-month graduate training scheme provides graduates with skills in mechanical, chemical and industrial 
engineering, as well as marketing and econometrics. In 2019, eight (2018: eight) graduates participated in the scheme.

Learnerships and 
apprenticeships

Afrox spent R25 million (2018: R25 million) on learnerships and apprenticeships.

• Our various trade learnerships and apprenticeships comprised 37 men and 81women (2018: 78 men and 
103 women).

• 25 learners enrolled in the customer service centre NQF 2 learnership programme.
• The programme in business administration NQF 3 and NQF 4 had 25 learners.
• 23 learners participated in wholesale and retail NQF 3 learnerships and 23 female learners with disabilities in the 

jewellery manufacturing NQF 2 and NQF 3 learnerships who moved to NQF 4 respectively totalled eight learners.
• We support 118 BBBEE students, including 31 apprentices who act as an important talent pipeline to supplement our 

more experienced employees.

1 This system is a learning database linked to LiMSS called TRACCESS.
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Performance management
Following the Linde-Praxair merger, Afrox began updating its performance management system to integrate with Linde. We implemented it for the 
senior management team. Afrox aligned employee grading with Linde‘s grading system, and will roll out the new system to our entities. We updated 
our digital learning management system to train employees on new practices and processes.

Employee wellness
We launched an enhanced health and wellness programme for employees and their families alongside Life Employee Health Solutions (Life EHS) – 
a member of the Life Healthcare Group – to manage an integrated service offering. Afrox covered the cost of the programme, and so its services are 
free of charge to all permanent employees and their dependants. 

Life EHS provided orientation sessions to show employees how to use the integrated service offering optimally, and they will train line managers on 
how to use various services as a support tool. 

Employees may choose between the Bonitas and Discovery Health medical schemes.

Afrox held 20 wellness days at 20 sites nationally, attended by 1 109 employees. This included various health days providing employees with the 
opportunity to have vital health assessments performed on-site and free of charge.

Afrox offers various forms of additional support to its employees, such as homeowner’s support, pension and provident fund, and tertiary education 
assistance for employees’ dependants.

Employees increased their time spent volunteering to help underprivileged communities (refer to page 64 for more information).

Future focus areas
• Optimise efficiencies for organisational health
• Implement new grading system and changes to remuneration philosophy to align with Linde and best practice
• Improved performance management system to encourage better and continuous conversations between employees and managers
• Revise external bursary model to increase contributions towards skills development and BBBEE

Overview of Afrox health and wellness services

Wellness Occupational health Injury on duty/trauma Homecare nurses

• Care centre
• Face-to-face counselling
• Lifestyle management; 

financial, legal, 
psychosocial and health

• Trauma management
• On-site physio/dietician 

counselling for three 
hours a week

• Executive medicals

• Sites serviced by Afrox 
on-site clinics

• Sites serviced by Life EHS 
offsite clinics/mobile 
units

• Sites serviced by 
preferred providers

• Access to a dedicated 
Afrox doctor for special 
cases

• Communication between 
employer, hospital and 
patient

• Progress reports and 
feedback to all 
stakeholders

• Integration with COID 
support

• Involvement of wellness
• In-patient discharged from 

care: case handed over to 
HR

• Service provided by 
Unique Health for Afrox 
employees

• Contract management by 
Life EHS
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Corporate social responsibility (CSR)
Afrox improved to a Level 2 contributor during 2019 due to our focus on Enterprise Development (ED), skills development, and 

absorbing learners into the workforce. 

CSR governance
Afrox is dedicated to being a good corporate citizen. The SET Committee oversees Afrox’s sustainability governance structure according to Linde’s 
Code of Business Integrity. This means, among other things: 

• we are responsible towards each other, our communities and our environment;
• we are committed to developing technologies and products combining customer benefit with sustainability;
• we actively support educational and research projects related to our core business areas;
• we provide accountability to all our stakeholders at every business location worldwide; and
• we support employees’ personal participation in the political process. However, we strictly adhere to our stated policy in respect of any direct or 

indirect, political contributions and have not made any this year.

The Managing Director is responsible for Afrox’s CSR initiatives. This includes managing responsible corporate citizenship. Good governance 
principles guide community engagements to ensure ethical and responsible conduct. 

The SET Committee endorsed Afrox’s policies for CSR investments. The Committee provides relevant CSR feedback through reports and presentations 
on sustainability compliance, and high-level risks to the Board. A donations policy exists and defines a donation as a sum of money or non-cash 
benefit awarded to an organisation without any attached obligations. We select beneficiaries according to regularly reviewed criteria to reflect our 
CSR goals. Operating in disadvantaged communities presents unique challenges. These include lack of water and/or electricity, and the need to 
continuously review whether allocated spend is creating value as intended.

Overview
R’million 2019 2018

Support of welding capability 1.50 1.50
ED 1.97 1.04
Supplier development 4.75 4.95
Post-tax profits invested in community initiatives 4.80 4.50

ESD

Afrox administers socio-economic and Enterprise and Supplier Development (ESD) initiatives in service training, learnerships, internships, 
apprenticeships and early childhood development (ECD) programmes, among others. We believe secondary and tertiary learning institutions 
are integral to a sustainable future for our communities. These institutions further aid the alleviation of skills shortages and unemployment in 
the country.

We invested R4 million in the ED Action Fund in 2018. The fund is administered by Edge Growth, a supplier and enterprise business 
development support firm. Edge Growth thoroughly reviews and assesses the beneficiary applications through its independent governance 
framework. Beneficiaries who meet the criteria are awarded funding to further their businesses at favourable terms in line with the BBBEE 2013 
Codes of Good Practice. 

Afrox continuously seeks to include black-owned qualifying small enterprises (QSEs) and exempt micro-enterprises (EMEs) in our value chain as 
suppliers of goods and services, and distributors of our products. We identified the opportunity to outsource the transportation of gases, business 
supplies and services and certain non-risk business operations to QSEs and EMEs. These opportunities are subject to a rigorous vetting process that 
considers Afrox’s operating, commercial and SHEQ requirements. Afrox spent R5.6 million (2018: R6 million) supporting such suppliers and 
enterprises through the LEAP Proprietary Limited programme. The Company spent R2.8 million on vehicles during 2018 and handed seven trucks 
over during 2019. We consider the Company’s entire value chain to see where we can deploy similar mechanisms to increase spend with black-
owned enterprises.

Afrox improved the quality and depth of its black supplier base. We spent R1 392 million (2018: R913 million) on black-owned suppliers and 
enterprises. This supports our transformation journey, our commitment to economic development and promotion of positive and sustainable social 
change in South Africa.



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

64

Where commercially viable, we provide preferential support to previously disadvantaged individuals through our value chain. This contributes 
towards:

• job creation;
• promotion of black ownership and equity;
• diversification of supply chains;
• improved competency of smaller enterprises; and
• increased number of black-owned/black women-owned businesses in the economy.

Afrox spent R647 million (2018: R619 million) on preferential procurement for black women-owned entities. Black-owned and black women-owned 
businesses are involved in strategic supplies for Afrox and are not limited to its discretionary spend.

Project Ulula
As part of our ED initiatives and our revised procurement strategy that focuses on empowering black women-owned suppliers and enterprises, we 
launched Project Ulula alongside a BBBEE Level 1 supplier in the Western Cape. We support the supplier with logistics, premises and capital. They 
distribute our products to low-income homes and smaller hospitality customers who fall beyond our traditional offerings and who might need 
deliveries after hours.

We introduced a smaller, 5 kg LPG cylinder, branded Safety Gas®, for the project to better suit informal settlements. The project is progressing well 
and branched into Durban, Soweto and Pretoria. Our suppliers in this project are Level 1 or 2 BBBEE businesses. The project has proven effective; 
however, cylinder shortages and crime present challenges.

CSR
Afrox’s employees devoted significantly more time to volunteering. Over 1 000 employees committed their time to Bumbanani Day and Mandela Day 
activities. Operating in disadvantaged communities presents unique challenges. These include lack of water and/or electricity, and the need to 
continuously review whether allocated spend is creating value as intended.

Employee volunteering

Bumbanani Day
Afrox’s employees volunteer at children’s homes in nearby 
communities. They complete infrastructure upgrades, donate LPG 
or host events. Approximately 1 000 Afrox volunteers supported 
51 non-profit organisations (NPOs), impacting approximately 
2 500 underprivileged children. 

Mandela Day
Approximately 300 Afrox employees volunteered their time to support 
25 NPOs on Mandela Day. Each employee chose their own 
volunteering exercise, including cooking or painting, and impacted 
around 700 beneficiaries.

Secondary and tertiary skills development
Afrox supports skills development, particularly for welding, alongside various partners. We impacted 118 learners, graduates, interns and 
apprentices (2018: 181). We support 13 secondary schools and two tertiary welding schools.

Intsika jewellery manufacturing
Afrox partnered with Intsika to train youth with disabilities to manufacture jewellery. The initiative enables them to earn money where they 
might otherwise struggle to. Twenty-three youth were trained this year.
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Tertiary education

LIV Welding Academy
The Welding Academy is a custom container-based welding school 
developed by Afrox in partnership with LIV Village and the Southern 
African Institute of Welding (SAIW), launched in September 2017. 
The training programmes have Chemical Industries Education and 
Training Authority (CHIETA) and Quality Control for Trades and 
Occupations (QCTO) accreditation. Afrox provides welding 
equipment, consumables, gases and trained instructors.

Ten learners made progress towards/earned a welding qualification 
with QCTO accreditation in 2019.

POPUP
Afrox partnered with NPO POPUP in Soshanguve in 2016. We 
established and equipped a 12-bay welding school to train 
unemployed youth on welding skills and gave them equipment. 
We trained 120 learners to date.

Donations, support and sponsorships
Afrox donates products, such as gas deliveries for heating and cooking, and actively engages with non-governmental organisations (NGOs) and 
charities. This includes support for 45 crèches and feeding schemes that in turn reach 10 000 children and destitute people.

Rural development project
Afrox, in partnership with PCD College and Thuthukisa, conducted training via a mobile simulation facility to train 20 unemployed youth on basic 
electrical engineering skills in Brits.

Future focus areas
• Continue tertiary welding training of unemployed youth
• Continue LPG product donations to ECD feeding schemes
• Continue corporate volunteering: Bumbanani Day
• Continue strategic project skills development in rural areas: basic electrical engineering
• Continue training unemployed youth with disabilities
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Chapter 7  Governance

Executive summary
Taking a step change to even more effective corporate governance.

The Board is Afrox’s focal point and custodian of corporate governance, and its members fulfil this role in statutory Board and sub-
committees, supported by focused working committees. The committees work with management, employees and external specialists to 
execute their mandates. During 2019, Afrox took significant steps to enhance governance through various initiatives overseen by the 
Board and its committees.

Key governance initiatives during the year 

 As a New York Stock Exchange listed entity, Linde plc is 
subject to Sarbanes Oxley (SOX). Afrox rolled out appropriate 
controls throughout the Company. As a result, accountability 

and oversight improved dramatically on all levels.
 Afrox improved its tender processes as part of its procurement focus, and this 
increased our Broad-Based Black Economic Empowerment (BBBEE) rating. 
Proposed initiatives to comply with the state medical tender requires a 30% 
sub-contracted supply through BBBEE and small, medium and micro-sized 
enterprise (SMME) suppliers. As a result, procurement from black-owned 
businesses organically grew resulting in an improved BBBEE level. 

Due to changes in the operating model, including the 
outsourcing of certain non-core services, an emphasis was 

placed on governance oversight into contract management 
and risks associated with an outsourced supplier model.

 The Conflict of Interest policy was evaluated and enhanced to reflect 
assessment of risk in operational situations.

Aligning itself to Linde, Afrox introduced a new 
Group-wide Code of Business Integrity which includes 

commitments to dealing with both internal and external 
stakeholders strong messaging against any retaliation 

when employees report concerns.

 The merger increased collaboration between Afrox and Linde’s legal and 
compliance functions as well as within Afrox subsidiaries and managed 
companies.

 The newly appointed auditors, PwC, included a comprehensive 
company secretarial audit, which gave the Board comfort in 

the validation of the Company’s compliance with the 
requirements of the Companies Act and its regulations. 

The process of engaging with the business, its operations and 
management, and compiling appropriate risk registers for each entity in 
the Group, concluded. These risk registers are available in a centralised 
database to ensure holistic oversight by the Afrox legal and compliance 
function.

Compliance meetings held quarterly between the 
Chairperson of the Board and executive management, 

ensured a deep-dive into compliance areas in the Afrox 
regulatory regime.

Due to the benefit of access to Linde data privacy specialists, an 
extensive Afrox data privacy and legal operations plan was compiled 
and approved by the Board, to ensure compliance with the 
Protection of Personal Information Act, when in force.

1

2

4

6

8

10

3

5

7
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Chapter 7  Governance continued

Governance structure and profile
The Board steers strategic direction, approves policy and planning, oversees and monitors strategy execution, 

and ensures accountability. 

Gender (%)

75

25

Female
Male

Tenure (%)

30
20

50

2 – 5 years
<2 years

>5 years

Shareholders

Board

Sub-committees

Executive management

Tender  
board

Security and 
Governance 

Council

ARC (Audit and Risk) Committee

SET (Social, Ethics and Transformation) Committee

SHEQ (Safety, Health, Environment and Quality) Committee

NGMR (Nomination, Governance and Management of Resources) Committee

• Managing Director – Schalk Venter
• Group Financial Director – Matthias Vogt
• Head of Operations – Jan Ntuli
• Head of Sales and Marketing – Dillan Fernando
• Head of Healthcare – Joseph Ramashala

• Head of Human Resources (HR) – Winky Makwela
• Head of Procurement – Makhula Magaoga
• Head of SHEQ – Stephen Moran
• Head of Programme Management Office – Sanjay Misra
• Head of Legal, Risk and Compliance and Company Secretary – Cheryl Singh
• Head of Information Systems – Sandy Morris

• Deputy Company Secretary – Jens Heyerdahl

Corporate functions heads

Governance assistant

Balance (%)

50

25

25

Non-executive director
Independent non-executive director

Executive director

Board and executive management experience (%)

10

10

9

5

10

10

10

10

5

6
710

Business development

Strategic planning

Finance and taxation

Corporate affairs and 
communication (marketing)

HR and transformation

Technology and information systems

Compliance and governance

Risk management and audit

Industrial gases

Packaged gases

Distribution and logistics

Safety, health and environmental
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John Panikar (52)

Non-executive director
Incoming Chairperson
Appointed April 2019

Refer to http://www.afrox.co.za/en/investor_relations/ir_governance/index.html for the curricula vitae of our Board and 
executive management members. 

Our Board

1 Giullean was appointed lead independent director following Khoto’s retirement at the 2019 annual general meeting (AGM).

Chris Wells (72)

Independent non-executive 
director
Appointed November 2012

Giullean (GJ) Strauss (62)

Independent non-executive 
director
Lead independent director1

Appointed February 2015

Nolitha Fakude (53)

Independent non-executive 
director
Appointed February 2017
Resigned December 2019

Dr N Gwagwa (61)

Independent non-executive 
director
Appointed March 2020

Matthias von Plotho (51)

Non-executive director
Appointed May 2011

Nomfundo Qangule (53)

Independent non-executive 
director
Appointed July 2014

Bernd Eulitz (55)

Non-executive director
Outgoing Chairperson
Reappointed Chairperson in 
September 2017
Resigned April 2019

Schalk Venter (53)

Executive director
Managing Director
Appointed May 2015

Matthias Vogt (46)

Executive director
Group Financial Director
Appointed August 2017
Resigned with an effective  
date of March 2020



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

70

Chapter 7  Governance continued

Changes to the Board

Afrox is satisfied its Board’s composition reflects an appropriate mix of knowledge, skills, experience, diversity and independence. 

Meetings and attendance
Directors receive an agenda and relevant documents before each meeting, and they have unfettered access to all Company information and records. 
They can attend electronically through video or teleconferencing facilities. Directors who cannot attend a meeting submit comments on the agenda 
and general items to the Committee Chairperson to discuss in the meeting. Regular and special ad hoc meetings are included in the attendance 
figures below:

Directors Board ARC SET NGMR SHEQ

Executive directors
SM Venter – Managing Director 4/4 3/3^ 3/3 4/4^ 4/4
M Vogt – Group Financial Director 4/4 3/3^ 4/4 4/4
Non-executive directors (Linde)
B Eulitz – outgoing Chairperson 1/4 0/3^ 1/4 0/4
J Panikar – incoming Chairperson 2/4 2/3 0/4 2/4
M von Plotho 2/4 3/3^
Independent non-executive directors
Dr KDK Mokhele – lead independent director 1/4 1/3* 2/4 2/4*
CF Wells 4/4 3/3* 4/4
NVL Qangule 4/4 3/3 3/3
GJ Strauss – lead independent director 4/4 3/3 4/4* 4/4*
N Fakude 3/4 1/3 3/4

* Chairperson.
^ Invitee.

John Panikar joined the NGMR Committee as member on 1 April 2019 and is an invitee to the SHEQ Committee. 

At the AGM on 30 May 2019: 

• Khotso Mokhele retired from the Board and sub-committees;
• Giullean Strauss became Chairperson of the SHEQ Committee;
• Nomfundo Qangule was appointed Chairperson of the SET Committee; and
• Nolitha Fakude became Chairperson of the NGMR Committee and a member of the SET Committee.

Matthias Vogt 
resigns 
effective

Dr Nolulamo Gwagwa 
joins as independent 
non-executive 
director

Nolitha Fakude 
resigned as 
independent 
non-executive 
director

Dr Khotso Mokhele 
retires. Guillean 
Strauss took his place 
as Lead Independent 
Director

John Panikar 
succeeded 
Bernd Eulitz as 
Chairman of the 
Board

1 April 2019 AGM 30 May 2019 31 December 2019 31 January 2020 31 March 2020
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Creating effective governance structures

Performance evaluations

Board 
Afrox’s performance evaluation process may differ from year to year. It usually comprises a detailed questionnaire and personal 
interviews with individual directors.

Evaluations may be internally or independently facilitated at the Board’s discretion. The NGMR Committee sets a detailed action plan, which is 
endorsed by the Board. Board members undergo annual evaluations and receive training in areas relevant to their duties. Internal Board evaluations 
for 2018 were conducted and overall positive results were reported to the Board noting an opportunity for improvement with regard to stakeholder 
engagement.

As part of Board evaluations, the NGMR Committee considers the balance and mix of skills, experience, independence, qualifications and diversity on 
the Board, among others, as factors relevant to its effectiveness.

The Board is satisfied the evaluation process is improving its performance and effectiveness.

Individuals

Managing Director and 
Group Financial Director

The NGMR Committee and the Chairperson evaluate the Managing Director and the Audit and Risk Committee evaluates 
the Group Financial Director. Each committee was satisfied with the executives’ performance.

Company Secretary The Board assessed the Company Secretary’s competence, qualifications and experience in line with the JSE Limited 
Listings Requirements (JSE Listings Requirements). It concluded she has the necessary competency, qualification and 
experience to execute her duties effectively. The Board remains satisfied an arm’s length relationship exists between it 
and the Company Secretary.

Evaluation

Charters

Appropriate sub-
committees

Performance evaluations Delegation of authority Company Secretary

Induction Succession planning

Rotation

Practices Deployed



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

72

Chapter 7  Governance continued

Rotation

Director rotations will take place at the Company’s AGM to be held on 30 June 2020. Khotso retired from the Board and Giullean 
took over as lead independent director effective 30 May 2019. 

The Board is confident in Giullean’s integrity and independence.

Induction

All new Board members are given a comprehensive induction pack and are taken on site tours. These visits promote visible 
leadership, employee engagement and familiarise new directors with site-specific operations and information.

The latest director induction site visit took place in May 2017.

Succession planning

Through a defined process based on Linde’s model, we annually review our critical roles within the business and identify suitable 
candidates for succession (refer to page 61).

The Board focuses on the succession plans for the Executive Committee and other critical positions through the NGMR Committee. Succession 
planning is a standing item on the NGMR Committee’s calendar. The NGMR Committee seeks guidance from the SET Committee when approving 
succession plans.

Afrox has appropriate succession planning for leadership roles such as the Managing Director and Group Financial Director. The Managing Director 
has no other responsibilities or affiliations outside of Afrox.

Company Secretary

The Board is responsible for appointing and removing Afrox’s Company Secretary. Cheryl Singh was appointed the Company Secretary in January 
2014. She guides the Board in discharging its duties and responsibilities regarding legislation, regulations, and governance procedures and 
requirements. She acts as secretary to all Board-appointed committees and is not a member of the Board or a prescribed officer.

Jens Heyerdahl was appointed Deputy Company Secretary in July 2018 to further strengthen the governance and compliance functions. 

Board members know, and have access to, the responsibilities and duties of the Company Secretary. The Board provides the Company Secretary with 
due support as and when required.

Each Board and committee member may approach the Company Secretary to access professional governance services and independent expert 
advice. This is conducted at the Company’s expense where such advice is deemed necessary for the committee or director to fulfil their obligations. 
The Board believes these arrangements involving the Company Secretary are effective. 

Diversity

The Board’s gender and race diversity policy came into effect in February 2017. The NGMR Committee considers the benefits and needs of all aspects 
of diversity, including gender and race, when recommending appointments to the Board. The NGMR Committee consults with the SET Committee on 
gender and race diversity at Board level when necessary.

Female diversity target of 25% met  25% of the Board are historically disadvantaged South Africans (HDSAs)

The Company considered and is satisfied with the Board’s gender and race diversity. It will continue ensuring its gender and race diversity policy is 
considered and applied when nominating and appointing directors.

Delegation of authority

Afrox has a governance framework to appropriately and effectively delegate authority and duties. The Board delegates authority to Board 
committees and individuals with clearly defined and annually reviewed terms of reference. These committees and individuals discharge Board 
responsibilities in focus areas according to their relevant skills and expertise. Any delegation by the Board of its responsibilities to a committee does 
not in itself constitute a discharge of the Board’s accountability.
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The Board delegates authority for day-to-day business to executive directors. Executive management assists the Managing Director within statutory 
parameters and the Board’s limits on the delegation of authority to the Managing Director. Afrox monitors and reviews delegated authorities 
annually. The delegation of authority is amended when necessary through the Board. Afrox is satisfied its delegation of authority framework 
supports role clarity and the effective exercise of authority and responsibilities.

Chairperson and Managing Director 

The Board recognises the Chairperson and Managing Director need to have separate roles to keep a balance of power and to protect against 
unfettered or polarised decision-making. 

The Chairperson is the overall leader of the Board and its committees. He is an executive of our controlling shareholder, Linde, and the President 
Region UK, Ireland and South Africa. Among his other roles, he collaborates with the NGMR Committee to evaluate the Managing Director’s 
performance in terms of our strategic and operational objectives. 

Giullean Strauss is the lead independent director, as the Chairperson is not independent. The Board charter contains the lead independent director’s 
roles and responsibilities which include: 

• presiding at all Board meetings where the Chairperson is absent or conflicted, including any sessions of the independent directors;
• calling meetings of the independent directors where necessary;
• serving as principal liaison between the independent directors and the Chairperson;
• performing all functions that cannot be performed by the Chairperson due to his/her absence or a conflict of interest;
• upon the Board’s request, liaising with major shareholders in circumstances or transactions where the Chairperson is conflicted;
• performing other duties the Board may delegate from time to time;
• serving as Chairperson for as long as circumstances that caused the Chairperson’s absence, inability or conflict of interest is in existence; and
• ensuring the independence of the Chairperson at all times.

Charters

The Board charter regulates the Board’s conduct, is aligned to King IV and enacted through applicable regulatory and best practice frameworks. The 
charter is divided into three sections:

1. Corporate governance matters in Afrox
2. Matters reserved for the Board
3. Director role profiles 

The Board is satisfied it has fulfilled its responsibilities according to its charter for the financial year. We believe our governance structure and 
governance principles further developed our ethical culture, supported good Company performance, improved Company control and enhanced 
our legitimacy.

Appropriate sub-committees

Each committee acts within agreed, written terms of reference, available on our website at  http://www.afrox.co.za/en/investor_relations/
ir_governance/index.html. At its meetings, the Board receives minutes of committee meetings and reports from the Chairperson of each Board-
appointed committee.

The Chairperson of each committee is an independent non-executive director, and members are non-executive directors. The exceptions are the 
NGMR Committee, where the Chairperson is an official member, and the SHEQ and the SET Committees where the Managing Director is an official 
member. Executive directors and management attend committee meetings by invitation.

Each Board committee is satisfied it has fulfilled its responsibilities under its terms of reference. Read their reports from pages 76 to 79.
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Chapter 7  Governance continued

Ethical culture

Ethics in action

Code of Business Integrity

Afrox adopted Linde’s Code of Business Integrity (the Code) in 2019. Failure to follow the Code can endanger employees, business operations, the 
environment, the communities in which we work, our business relationships and Afrox’s reputation. Serious misconduct can incur significant legal 
penalties, including fines and criminal or civil prosecution.

The Code applies to directors and officers, all employees and to all Linde majority-owned subsidiaries and affiliates worldwide. We also expect our 
sub-contractors and other stakeholders to know and follow the standards described in this document as it applies to their roles.

Statements from the Code are highlighted in the following table to illustrate the fundamentals contained in the Code:

If you see something, say something Retaliation is prohibited When you make a good faith report, a 
confidential investigation is opened

If you are a manager, you must support 
and foster a workplace that recognises 
our values and demonstrates ethical 
conduct

We make ethical decisions We protect data and confidential 
information

We embrace a diverse and inclusive 
workplace

We work safely We avoid conflicts of interest

We keep accurate records We protect our assets We do not trade on inside information

We communicate responsibly We treat our customers fairly We select our partners diligently

We do not bribe We compete fairly We comply with trade regulations and laws

We are committed to human rights1 We are good corporate citizens Business integrity certification

1 Our human rights statement is available at http://www.afrox.co.za/en/corporate_responsibility/sheq/sheq.html.

Executive management and the ARC and SET Committee receive reports on non-conformity or breaches of the Code for remedial action.

Training

Tracking wellness indicators

Integrity Line Conflict of Interest Policy

Code of Business Integrity

Practices Deployed
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Training

We annually conduct governance awareness and training initiatives with Board members and employees when applicable major suppliers and 
customers undergo training. This includes online and classroom-based training in multiple South African languages. All employees and suppliers 
must read the Code, and confirm, in writing, they understand and want to apply it. Afrox uses each of its communication platforms to alert employees 
to potential ethical risks and breaches and reminds employees of their ethical obligations and standards of conduct.

Integrity Line

Afrox employees may use the Integrity Line to confidentially report suspected contraventions of the Code and raise any governance concerns. It is 
accessible through e-mail or telephone and managed by the Linde Integrity Committee, comprising Linde representatives from HR, internal audit 
and legal services.

Conflict of interest policy

As Afrox representatives, the Board is expected to keep personal business pursuits separate from those of the Company, keeping their independence 
intact. This is to avoid conflicts of interest if a Board member, their relative, or any person of a similar close relationship, has a personal interest that 
competes or interferes with their duties or could otherwise negatively affect the Company’s interest.

Conflicts of interest raise doubts about our integrity and the quality of our business decisions, but even a perceived conflict of interest can damage 
Afrox’s reputation or harm its business interests. Therefore, we avoid conflicts of interest, or even the appearance of a conflict of interest, at all times.

Any employee with an actual or apparent conflict must actively disclose it to a manager or the legal and compliance department to discuss, manage 
and document it.

Tracking wellness

Afrox recognises employees’ distresses are potentially root causes for fraud attempts. The Company tracks leading ethics indicators through wellness 
service providers such as employees’ financial distress and personal pressure caused by the external environment. Appropriate measures and 
controls proactively mitigate the root causes and the impact of potential ethical exposures. 

Monitoring

We frequently monitor compliance and hold risk assessments, including internal control self-assessments. At Afrox, each employee and executive is 
responsible for upholding ethical standards in their own capacity and we expect the following roles to be performed within the following ethics 
operating model:

• The Board sets the tone at the top level;
• Executive management and senior managers provide critical Company support; 
• Legal and compliance counsel support the Company and provide legal advice. Employees have access to legal and compliance counsel;
• Linde’s compliance officers work with the Company to support the core compliance team. Linde’s compliance officers provide support and advice 

directly to Afrox employees, monitor some aspects of the Afrox compliance program that utilise Linde systems, processes and resources, and 
provide governance and oversight of Afrox’ compliance activities; 

• Internal audit, HR, legal, fraud and forensics and other assurance functions are considered in the combined assurance model. We track reported 
security and fraud cases and analyse employee behaviour trends; and

• Every Afrox employee ensures we conduct our operations with integrity.

All material ethics-related incidents are thoroughly investigated and reported to the relevant committee. A root-cause analysis follows and 
recommendations to avoid the incident in future are considered. The Afrox Forensics, Internal Controls and Security Manager provides the SET 
Committee with external ethical risks statistics.

99 cases were reported in total, down 18.8% from 122 in the prior year.
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Committee reports
Audit Committee
In addition to having specific statutory duties to the shareholders in terms of the 

Companies Act, 71 of 2008, the Audit and Risk Committee1 (the Committee) assists the 

Board by advising and making submissions on financial reporting, overseeing the risk 

management process and internal financial controls, external and internal audit functions 

and statutory and regulatory compliance of the Company.

Membership as at 31 December 2019
• CF Wells 
• NVL Qangule 
• GJ Strauss 

Invitees
Managing Director: SM Venter; Group Financial Director: M Vogt; non-executive director: M von Plotho; 
Head of Group Finance and Reporting: C Pretorius; external auditors; Company Secretary: C Singh; 
Deputy Company Secretary: J Heyerdahl; Head of Internal Audit: N Nakana

Chairperson: CF Wells

Independent non-executive 

2019 value-adding activities

• Reviewed and monitored the internal financial controls and combined assurance
• Reviewed and monitored trade receivables, customer risk ratings, debt collection and management 
• Reviewed and monitored improvements to credit notes management
• Responded to findings from the Linde internal baseline audit once received
• Oversaw and monitored the reduction of internal audit findings and performance improvements 
• Deep-dive into risk management and Business Continuity Management (BCM)
• Deep-dive into IT governance and internal controls
• Oversaw finalisation of key IT projects (refer to page 80)
• Oversaw IFRS 16 implementation
• Reviewed and approved the appointment of the lead audit partner of PwC and approved the proposed external audit fee
• Kept abreast with the amendments to the JSE Listings Requirements
• Reviewed and approved delegation of authority 
• Reviewed heads of finance and internal audit performance
• Recommendation of going concern status for approval by the Board
• Recommendation of approval of annual financial statements to the Board
• Recommendation of cash dividend for approval by the Board after consideration of solvency and liquidity test results
• Approval of integrated report and Stock Exchange News Service (SENS) announcements
• Review of top 10 risks as at the end of each quarter 
• Noted the JSE Proactive Monitoring report and instructed the finance team to ensure all relevant recommendations on annual financial 

statements disclosures are implemented

Future focus areas

Risk management
Focus on continued implementation of Afrox’s Risk Maturity Framework:
• Risk management extended across all business operations including subsidiaries
• Continued alignment of risk management with Afrox’s business strategy
• Enhance the structured process to monitor, measure and report risks enterprise wide
• Continued focus on identified significant risks: stagflation and Witbank pipe
Business continuity management
• Embed process to ensure compliance to Afrox standards and ISO 22301:2019
• Focus on continuing improvement
• Roll out process to subsidiaries
Audit Committee
• Considerations and implications in respect of JSE Listings Requirement 3.84(k)
• Evaluate Afrox’s readiness to support the Chief Executive Officer and Group Financial Director in discharging their responsibilities under the 

new requirements
• Internal Audit: focus on internal financial controls and embedding the SOX process and controls
• Include focus on productivity and profit optimisation
• Information systems: continued focus on cyber risk controls, identifying technology solutions to improve controls and profitability

1 The Audit Committee report is available on page 1 of the audited Group annual financial statements. This report includes the significant matters the Audit Committee considered in 
relation to the audited Group annual financial statements, and how these were addressed by the Committee.

Chapter 7  Governance continued
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NGMR Committee
The NGMR Committee has two core areas of responsibility, namely the management 

of resources, and nomination and corporate governance.

Membership as at 31 December 2019 
• N Fakude (resigned as Chairperson 31 December 2019)
• GJ Strauss
• J Panikar
• CF Wells

Invitees
Managing Director: SM Venter; Group Financial Director: M Vogt; Head of HR: W Makwela; Linde Europe, 
Middle East and Africa (EMEA) HR: M Grimbs; Company Secretary: C Singh; Deputy Company Secretary: 
J Heyerdahl

Chairperson 2020: GJ Strauss

2019 value-adding activities

• Reviewed the 2018 Board evaluation report results
• Approved draft HR delegation of authority
• Reviewed the pension and provident fund performance
• Investigated the salary disparities related to race and gender
• Investigated the workplace challenge of presentism and approved a strategy to address it
• Reviewed the outsourcing of non-services and related third-party personnel risks
• Remuneration planning for 2019, namely:

 - aligning medical aid contributions to 2019 salary increases;
 - agreeing sales incentive plan KPIs for 2019; and
 - agreeing short-term incentive plan (STIP) KPIs for 2019;

• Addressing labour brokerage cost concerns and available options
• Approved executive development training
• Reviewed the succession and leadership development plan
• Reviewed the salary compa-ratio analysis and approved the remediation action plan
• Approved the migration of remuneration to a total cost to company (TCTC) in line with best practice and on a cost-neutral basis to employees
• Conducted a comprehensive review of potential directors and recommended the appointment of a new independent non-executive director 

to the Board
• Reviewed an amendment to the delegation of authority for recruitment
• Recommended to the Board ex gratia STIP payments of R3.9 million to certain levels of employees 
• Recommended for approval by the Board the appointment of John Panikar as the Chairperson of the Board and member of the NGMR and 

SHEQ Committees
• Recommended for approval by the Board a 5% increase in independent non-executive directors’ fees for 2019 and a 5.2% increase for other 

employees
• Noted succession planning report presented by HR
• Considered independence test of all independent directors and was satisfied of their independence

Future focus areas

• Non-executive directors’ remuneration benchmarking
• Running cost/mileage claims and travel reimbursement rates review
• Company/tool car allocation review
• Long-service awards review
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SHEQ Committee
The SHEQ Committee ensures the SHEQ management within Afrox is aligned with 

the overall business strategy and is geared for compliance and fulfilment of its 

commitments and obligations in these fields.

Membership as at 31 December 2019
• GJ Strauss
• SM Venter
• J Panikar

Invitees
Company Secretary: C Singh; Head of SHEQ: S Moran; Head of Operations: J Ntuli; Deputy Company 
Secretary: J Heyerdahl 

Chairperson: GJ Strauss 

Lead independent

2019 value-adding activities

• Reviewed public safety awareness and risk mitigation plans 
• Reviewed the Afrox returns policy
• Completed the Afrox employee site rotations policy 
• Reviewed the plant engineering and reliability review findings and approved the improvements 
• Reviewed the carbon tax laws update and associated tax implications for Afrox
• Reviewed the Quality Council and customer services deep-dive reports
• Added an outsourcing project standard agenda item
• Reviewed the quality of service levels with security service providers 
• Reviewed the healthcare delivery safeguards
• Interrogated how to improve safety perception and culture based on the DuPont™ findings and action improvements following DuPont™ 

survey
• Considered and approved security upgrade proposals for larger sites
• Completed Remote Security Monitoring (RSM) for sites
• Restructured the SHEQ Golden Rules of Safety into Linde Life Saving Rules (refer to page 54)
• Reviewed and approved changes to guidelines of scrutiny and reporting of SHEQ incidents due to the Linde-Praxair merger
• Continued monitoring the passenger car safety programme and process safety management
• Updated terms of reference regarding ethical matters for Board approval
• Requested management to consult with all stakeholders regarding joint public safety awareness initiatives
• Delegated to management to roll out safety training to more outsourced contract workers given the focus on outsource supplier 

management and safety

Future focus areas

• Drive culture change and progress and enhance safety maturity (team and care-based safety culture)
• Embed operational and SHEQ discipline to include process safety, risk and incident management processes with 100% compliance to the 

Linde Life Saving Rules
• Build further on transport/passenger car safety 
• Strengthen compliance and progress the creation of an inter-dependent culture through behavioural safety programmes
• Improve environmental performance through key reduction targets
• Embed a quality culture, system and process standardisation
• Review a risk assessment of day and night-time deliveries 
• Increased focus on distributor training and enhanced inspection routines for cylinders

Chapter 7  Governance continued
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SET Committee
Other than its statutory duties, this committee reports to shareholders at the AGM on 

a range of activities including social and economic development, good corporate 

citizenship, consumer relationships, labour and employment.

Membership as at 31 December 2019 
• N Fakude (resigned 31 December 2019)
• NVL Qangule 
• SM Venter

Invitees
Company Secretary: C Singh; Deputy Company Secretary: J Heyerdahl; Head of HR: W Makwela; Head of 
Procurement: M Magaoga; Head of Corporate Social Responsibility: N Mohabir; Linde EMEA Head of HR: 
M Grimbs

Chairperson: NVL Qangule 

Independent non-executive 

2019 value-adding activities

• Oversight of the Afrox compliance action plan
• Kept abreast of BBBEE regulation changes and the new initiatives which are in progress to ensure Afrox maintains its BBBEE Level 2 rating 

pre-empting the changes to BBBEE legislation in 2020
• Review and approval of an extensive Afrox data privacy and legal operations plan, to ensure compliance with the Protection of Personal 

Information Act, when in force
• Oversaw that conflicts of interest communication is distributed to all employees following the launch of a new policy
• Oversaw improvement of Enterprise and Supplier Development to be achieved
• Updated terms of reference regarding ethical matters for Board approval
• Oversight of the employee wellness support services
• Oversight of the Afrox tender board procurement governance and framework
• Oversight of the Security and Governance Council governance and composition
• Recommended to the Board for approval that all non-executive directors complete the Linde e-learning compliance programme
• Authorised the following ethics and compliance initiatives based on complaints received via the Integrity Line: 

 - Building a compliance culture (focus on middle management setting the tone for a compliance culture and a communications strategy 
through various channels promoting compliance);

 - Empowering employees (in-person training for at risk employees, clear communication of zero tolerance regarding retaliation and 
e-learning for all new joiners); and

 - Management tone (adoption of compliance targets into annual targets for managers, spot checks on gits and entertainment and 
Code of Ethics compliance, etc.)

• Revised its terms of reference

Future focus areas

• Oversight of the new BBBEE initiatives and scorecard performance 
• Oversight of the roll out of the Afrox data privacy and legal operations plan
• Continued focus on the Afrox compliance plan initiatives and new projects 
• Continued enhancement and tracking of the employee wellness support services
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Technology and information
Technology governance in practice

Chapter 7  Governance continued

The Board is responsible for the governance of information technology (IT) and the various accompanying information services (IS).

Afrox IT governance structure

Linde IT demand and 
project office

Linde IT standards and 
strategy

Linde IT planning and 
control

Linde IT enterprise 
applications

Linde IT enterprise 
infrastructure

Demand (business objective enablement) Regional solutions architecture 
implementation and transition

Supply (information and communication 
technology capability harmonisation)

Head of IT Region Africa (RAF) Regional IT business consulting RAF Lead Senior Project Manager

Regional Service Manager Regional Computing Services Lead Senior SIM Senior SIM

Executive Strategic Tactical Operational

• Initiative tracking
• Executive review
• Executive sponsor review

• Service provider engagement
• Application portfolio review
• Architecture review
• Information Security and Risk 

Committee
• Governance and Audit 

Committee
• Innovation review

• Relationship health check
• Commercial review
• Technical services 
• Service level agreement review
• Solutions delivery
• Service introduction

• Field service
• Site review
• Operations review
• Change Approval Board and 

emergency reviews
• Daily status reviews

IT infrastructure library
Our governance structure is informed by the IT infrastructure library (ITIL), which contains detailed practices for IT service management that focuses 
on aligning IT services with the needs of the business. 

Policies

The Company’s IT and information security policies, and notable changes to them, are included in the Board pack for review and noting.

Audits

External auditors perform independent annual reviews of the IT function as a further measure of compliance and good governance. Additionally, 
internal Linde-led audits are based on system changes that may result in new risk formation or actions in response to high-risk areas.

IT infrastructure library

External audit review

Business Continuity 
Management

End-user education System controls Reporting

Linde-led internal audits Healthy infrastructure

IT and information security 
policies

Practices Deployed
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Healthy infrastructure
• Updated the customer service centre and critical site’s telephony software and implemented server hardware infrastructure via an outsourced 

service provider to ensure the sustainability of operations and alignment to global IT strategy. 
• Successfully implemented the network migration to an agnostic broadband provider in line with global IT approvals to address local service 

provider challenges related to copper theft, bandwidth capacity constraints and vulnerable operating systems on network hardware.
• Successfully completed deploying Windows 10 across the African business network to replace Windows 7 which reached end of life at the end 

of 2019. This deployment was being managed in combination with the PC estate life cycle refresh to ensure streamlined process and cost 
containment.

• Successfully upgraded the server estate to Windows Server 2016. During the transition, further leverage was created using cloud technology by 
African managed countries and rationalisation of the environment. Server footprint decreased from 172 to 68 servers limiting footprint of 
exposure and tightening manageability.

• Moved agents’ connectivity onto the Pulse Secure Remote Access System and network switches were updated to the latest operating system.
• Hardware was refreshed to remove vulnerabilities and branch caching implemented to optimise security updates.
• Migrated remote access to GlobalProtect which enforces security when connecting outside of the Afrox network.

System controls

Applying technology and information systems to automate and digitalise business processes reduces human error and increases control, thereby 
reducing risk.

• Replaced the LPG filling process of manual weighing and decentralised production declarations in South Africa with the LPG Central Filling 
application, facilitating digitalisation of the process.

• Single sign-on functionality was implemented in critical applications along with self-service tools for password changes based on multi factor 
authorisation to enhance application security.

• File level data was consolidated on a single server with data scrubbing under way to improve information security. 
• Intunes was implemented with policies to restrict data transfer ensuring security of data on mobile devices.
• Updated the business continuity plan (BCP) to facilitate changes implemented in applications and operating systems. The scope increased to 

include additional BCPs identified as required by the Afrox business.

End-user education

A cybersecurity campaign was launched which was well received by employees. User awareness improvements are evident in the upswing in 
phishing test results as tracked by Linde IT. The Linde cybersecurity principles were launched, supplemented by the CybOURsecurity Programme 
implemented with quarterly bulletins presented in senior team reviews. 

Monitoring
Afrox has various methods to monitor the effectiveness of IT management and service delivery, including reports to line management and the 
escalation of pertinent matters to Board level. An example is provided below:

Cyber incident review (number)

Nature of incident
Potential phishing, TOR and SMB Communications 25
Ransom crypto locker 7
Malware infections 84
Possible denial of service attack 3
Antivirus alert 199
Intrusion prevention 10

Reporting

The Head of IT – Region Africa provides the Board with a comprehensive presentation on the state of IT and information governance and associated 
risks annually.

Future focus areas
• Paragon, our scheduling and distribution system, was updated as a proof of concept (POC) to include fleet controller functionality. Paragon can 

track the actual data from the GPS provider and match the data against the planned schedule. Following a successful POC and business case 
validation, this solution will be deployed across all sites.

• A digital stock count POC is under way which will facilitate digital counting and digitalisation of the stock counting process.
• In depth workshops were held in 2019 to scope and design a business case to test the feasibility of migrating our Africa managed operations onto 

SAP. This activity is expected to be ongoing into 2020.
• End-to-end landscape repurposing and containment will be a key focus area in 2020 across the IT infrastructure estate.
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Chapter 7  Governance continued

Combined assurance model
Our approach to assurance includes three lines of defence as outlined in the diagram below. The Board reviews and assesses the quality and 
effectiveness of this model on a regular basis.

Refer to page 6 for an overview of the assurance approach used in preparing this integrated report.

Regulations and compliance
Afrox implemented a risk-based legal compliance framework designed to identify the Company’s statutory obligations and monitor compliance 
with the applicable regulatory requirements. Risk registers are in place for each business unit and are monitored and reviewed on an ongoing basis.

The legal and compliance department assesses any potential legislative breaches or potential exposures, and robust mitigation actions are put in 
place. Material concerns are reported to the SET Committee. Afrox adopted Linde’s compliance framework to further enhance our compliance culture. 
Linde’s compliance management system was externally audited by PwC and achieved Level 1 certification demonstrating the system is adequately 
robust and effective. The compliance team is adequately resourced with subject matter experts who provide effective business guidance.

The key focus areas for compliance were conducting refresher training in competition law, and anti-corruption practices, among others.

Neither the Company nor any members of the Board experienced regulatory penalties, sanctions or fines for contraventions of, or non-compliance 
with, statutory obligations (2018: none). The SHEQ Committee oversees monitoring and compliance inspections by environmental regulators, and 
reports any non-compliance to the Board. There was no finding of non-compliance with environmental laws, or criminal sanctions or prosecutions 
for non-compliance (2018: none). 

The primary compliance focus areas for 2020 will be data privacy compliance, including reviewing activities which involve processing personal 
information, compiling a handbook for operating processes and procedures, defining roles and responsibilities, roll out and communication of plans, 
and team training.

Afrox has documented policies and 
procedures for all functions. A number of 
these are ISO compliant. All policies and 
procedures are written by teams of 
experts and maintained in a central 
database.

Process owners amend processes to 
incorporate legislative and other 
requirements and ensure 
implementation when needed.

Afrox maintains high-performance 
organisation maturity roadmaps for all 
areas aligned with Linde’s standards. The 
process is ongoing to ensure Afrox’s 
internal processes remain in line with 
these standards.

Executive management receives monthly 
performance reports on the control 
environment. These reports detail the 
progress on control improvement 
initiatives and are also submitted to the 
Board and its sub-committees.

Afrox has a robust risk 
management process in place 
(refer to page 23).

The legal and compliance 
department monitors regulatory 
compliance through reviews. This 
identifies changes required to 
policies and procedures to be 
updated by process owners in 
functional areas.

Internal audit is a function of Linde and is independent from Afrox. Internal audits are 
conducted on financial systems, compliance with policies and business processes.

Audit findings are reported to management and summarised findings are presented to the 
Audit Committee and Board. Progress on resolving audit findings is monitored to ensure they 
are appropriately closed out and the associated risks are mitigated.

1. 
Line management and 
managerial controls

2. Functional 
areas

3. 
Independent, objective 
internal and external 

assurance  
providers



Integrated Report 2019 83

Internal audit
Internal audit runs an annual risk assessment for audit plan preparation on an IT system called Audimex. The internal audit plan is presented to an 
internal stakeholder group and then approved by the Audit Committee. Internal audit findings are monitored for follow-up twice a year and progress 
reported to the Audit Committee. The internal audit unit’s scope of work and results for 2019 can be summarised as follows:

Internal audit scope (%)

South Africa

Malawi

Nigeria

Zimbabwe

Zambia

Botswana

Eswatini

Kenya

South Africa Malawi Zambia Botswana Eswatini

Completed internal audits 
covered:

• HR
• Outsourcing
• Internal financial controls
• Procurement
• Credit notes
• Long-term incentive plan 

(LTIP)
• Fixed assets

Total number of 
findings: 63

Open findings at first 
scheduled follow up: 22

Completed internal audits 
covered: 

• Cylinder logistics
• Accounts receivable

Total number of 
findings: 11

Completed internal audits 
covered: 

• Inventory

Total number of 
findings: 5

Open findings at first 
scheduled follow up: 2

Completed internal audits 
covered:

• Procurement

Total number of 
findings: 18

Open findings at first 
scheduled follow up: 18

Completed internal audits 
covered:

• Assets

Total number of 
findings: 1

Internal audit scope
Completed

 audits

South Africa 12
Malawi 2
Zambia 2
Botswana 1
Eswatini 1
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Chapter 8  Remuneration report

We aim to build a competitive, high-performance culture with fair and equitable reward levels that attract, retain, motivate, 

engage and recognise high-performing employees as a key enabler of the human resources (HR) strategy, which in turn supports 

our overall strategic objectives.

Background statement
The Board mandated the Nominations, Governance and Management of Resources (NGMR) Committee to independently oversee and approve 
Afrox’s remuneration policies and practices to ensure these are fair, consistent and reasonable. This remuneration chapter presents the key 
components of Afrox’s remuneration philosophy. We review this philosophy annually to clearly articulate our stance on remuneration and employee 
rewards. The Board receives feedback reports on the decisions taken at committee meetings. 

Afrox complies with the relevant remuneration governance codes and statutes that apply in the various jurisdictions within which we operate.  
The King IV Report on Corporate Governance for South Africa, 2016 (King IV) remuneration principles are applied. 

The remuneration philosophy was presented to the NGMR Committee which is satisfied the policy achieved its stated objectives. The Committee 
meets four times a year and future focus areas for the Committee is noted in its report on page 77.

Remuneration influencers

Internal and external factors

The Company strives to remunerate employees competitively within relevant occupational ranges benchmarked against the national and 
manufacturing industry standards by the size of the organisation. This aids us in establishing a market-related midpoint. Through our annual HR 
salary budget reviews, we consider employee performance, compa-ratio (the relationship between base salary and the midpoint of the applicable 
salary band) and business affordability. This assists in designing appropriate remuneration.

Afrox compares its remuneration system with that of the manufacturing and industrial sector, as well as nationality to gauge peers’ customary 
practice. Where this is not possible, other sector or internal data will be used. 

To remain competitive, Afrox positions its remuneration components to compete for the right people and ensure market-related packages are offered 
in the labour markets in which we operate, which include: 

• manufacturing industries;
• medium to large companies with several business units; and
• job families where the skills are defined as scarce and therefore attract premium remuneration. 

Voting results

Should Afrox not receive more than 75% of the non-binding vote, Afrox will proactively engage with the shareholders on a one-on-one basis to 
understand their concerns and to adjust the remuneration framework where appropriate.

Independent advice

Remuneration consultants were used where necessary, and the NGMR Committee is satisfied they were independent and objective. External 
specialist databases ensured remuneration for executive and non-executive directors and all other employees is internally fair and externally 
competitive. We use appropriate external market 50th percentile salary survey data in the defined peer group to benchmark our salaries.

Linde provides significant input into Afrox’s remuneration practices to align remuneration practices globally, and several advisors assist in tracking 
market trends where relevant. 

Changes to our remuneration policy
Following the annual review, there were no significant changes to the remuneration policy since the previous integrated report.
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Overview of remuneration policy
Fair and responsible pay
Remuneration is structured to support our strategy by attracting, motivating and retaining high-performing employees, by being competitive in 
the market. We encourage and reward employees who achieve or exceed the objectives and targets of the business as contained in our strategy 
and align the economic interests of employees with those of other stakeholders.

The remuneration system for the executive directors is based on the amount and structure of the remuneration payable, the size of the Company, 
performance, as well as on customary remuneration practice among peers and the remuneration structure which applies elsewhere in the Company.

Executive directors’ remuneration packages comprise a guaranteed component and short and long-term incentives. 

• Executive directors’ guaranteed remuneration is in line with market levels, taking their responsibilities into account. 
• Company financial key performance indicators (KPIs) determine the short-term incentives (STIs). The split between Company and individual 

performance for all other employees is 80% and 20% and for executives the STI is 100% financials. The STI component is typically between 15% 
and 40% of base salary.

• The LTIP is an equity-settled long-term incentive scheme directly linked to Company performance through the share price. The NGMR Committee 
regularly reviews the LTIP to ensure alignment with our long-term objectives and relevant changes in tax legislation and market practices. 

Non-executive directors receive a fixed set of fees. The NGMR Committee annually reviews the fees and makes recommendations to the Board for 
consideration. Following these recommendations, the Board proposes the non-executive directors’ fees for shareholder approval at the AGM. The 
Chairperson of the Board is entitled to a fixed retainer and would not receive any other fees or retainer for attending Board or committee meetings. 
However, as the current Chairperson holds this position due to his executive position in Linde, no retainer is payable. 

Employees’ remuneration packages comprise a guaranteed component and either a guaranteed bonus or STIs and/or long-term incentives, 
depending on the individual’s grade level in the Company. Annual increases are applied to the basic salary and determined in line with market 
movements and reflect individual performance. 

Chapter 8  Remuneration report continued

Short-term incentive plan (STIP)

Base pay Benefits

Long-term incentive plan (LTIP)

Short term
• Individual performance
• Performance own unit
• Performance Group

• Skills
• Experience
• Seniority
• Education

Sustainability
• Operational performance Afrox
• Shareholder value

• Medical aid
• Car allowance
• Retirement fund
• Insurances
• Company car

Pay for performance

Market competitiveness
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Remuneration is 
structured to support our 

strategy by attracting, 
motivating and retaining 

high-performing 
employees, by being 

competitive in the market.
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Chapter 8  Remuneration report continued

Responsibility for governing emoluments and developing relevant policy 
The Board carries ultimate responsibility for the remuneration policy, and it appoints the NGMR Committee to assist in fulfilling these duties. 
The NGMR Committee is primarily responsible for providing input into and approving the reward strategy where remuneration is concerned. 

Policy components

Component
Non-executive 

directors
Executive 
directors

Executive 
management

Senior 
manager to 

middle 
management

Management/
professional

Junior 
management/ 

professional

Skilled and 
general 
workers

Base pay

Retainer and 
fee per 

meeting Market-related base pay
Negotiated 
increases

Car allowance Not applicable

Applicable to 
Managing 

Director 30% of base salary Not applicable

13th cheque Not applicable Where applicable

Company car Not applicable Expatriate only Not applicable
Job-specific due to operational 

requirements

Allowances Not applicable
Defined  

critical roles

• Job-specific
• Operational 

require-
ments

Benefits Not applicable

• Retirement funds (defined contribution provident fund and closed defined benefit pension fund)
• Death and disability insurance
• Medical aid
• Limited secured loan for buying or renovating a house (R100 000 maximum)
• Mobile phone (job-specific and based on operational requirements)

Variable bonus Not applicable Global STIP Global STIP

Regional STIP/
sales incentive 

scheme (SIS)
Regional STIP/

SIS SIS Not applicable

LTIP Not applicable Equity-settled forfeitable share plan (FSP) Not applicable
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These are the salient features of each of the remuneration components:

Remuneration component Policy principles Eligibility and application

Total guaranteed pay (TGP) Comprises: 
• base salary; 
• employer contributions to retirement fund; 
• employer contributions to the medical aid;
• guaranteed payments, i.e. 13th cheque and 

car allowance; and 
• mileage/fuel costs (where applicable).

• All permanent employees receive a base 
salary, employer contributions to retirement 
fund and medical aid

• Base salary is determined in line with market 
levels

• Employees who are not on a variable 
incentive programme receive a 13th cheque, 
equivalent to one month’s base salary paid 
once in any leave cycle

• Management levels are permitted to structure 
a car allowance as part of their overall annual 
package

Benefits In addition to the benefits listed as part of TGP, 
the Company makes provision for a company 
car, mobile phone, and death and disability 
cover as part of the retirement fund benefits

• A Company car is provided to technical 
employees who require one to perform their 
duties

• Death and disability cover is provided to all 
permanent employees

• A mobile phone, deemed a business tool, is 
provided to an eligible employee as part of a 
job’s functional requirement

• A bond subsidy is paid monthly to eligible 
employees to assist in the repayments of their 
home loan (closed scheme)

STIP • Global STIP is the annual STI scheme for all 
executives

• Regional STIP is the annual STI scheme for 
regional employees as defined by the regional 
business unit (RBU)

• The variable cash emoluments for the STIP are 
based on an average of 80% financial and 
20% individual target. These are typically 
between 15% and 40% of basic pay

• Financial targets are set at Group and own 
unit level, RBU

• There are generally three tiers measured by 
Group, RBU and individual targets

• Annual payments are made in April following 
Board approval

• The Board conducts regular reviews of the 
targets set and the calibration of the variable 
remuneration, including the performance 
hurdles, to prevent potential distortions

STIP targets for 2019 include: 
Group
• Operating profit, Linde
• Sales, Linde and operating cash flow Linde 
RBU
• Regional operating profit
• Net sales
• Levels of fixed costs/gross profit 
• Operating cash flow
• Safety, health, environment and quality 

(SHEQ) (recordable incidents, compliance and 
driver risk profiling)

• Individual targets consisting of financial 
targets or measures aligned with the position

SIS • The incentive is paid bi-annually on 
achievement of the sales objectives for the 
sales force

• Based on both Company financial and 
non-financial KPIs and individual 
performance. These are typically up to 25% 
of base salary

• SIS targets for 2019 included gross margin, 
stock cover days, debt recovery and pricing

• SHEQ is based on the measures for total 
recordable incidents, compliance and driver 
risk profiling

LTIP The LTIP comprises an equity-settled FSP Executive and senior management
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Chapter 8  Remuneration report continued

STIP targets

The following table outlines the approved targets and weightings for the 2019 STIP measured over 12 months:

Relative
 weight of 

each target

75% 25% Financial performance – Corporate grid 50% Net income (Linde plc target) 9.4%
25% Sales (Linde plc target) 4.7%
25% Operating cash flow (Linde plc target) 4.7%

50% Financial performance – regional 
business unit (RBU) grid

50% Net income (RBU operating profit) 28.1%
25% Sales (RBU sales) 14.1%
75% Operating cash flow (RBU target) 14.1%

25% 25% Non-financial performance 100% 25%

LTIP

Executive directors and senior management participate in the Company’s share-based LTIP. The Board approves allocations on recommendation of 
the NGMR Committee. The Committee believes the LTIP is directly linked to sustained profitability and the Company’s market-related performance 
based on the performance of our share price. The Committee believes the equity-settled schemes are an effective mechanism to attract and retain 
competent employees.

The total interest of executive directors who held office on 31 December 2019 is 30 000 share appreciation rights (SARs). This is granted at an 
average price of R17.72 per share.

FSP
Executive directors who held office on 31 December 2019 had an indirect interest in 208 619 forfeitable shares. The vesting of certain shares is 
conditional only on the employee being employed by the Company at the vesting date and, for other shares granted, both on continued employment 
and on reaching predetermined performance conditions. All dividends paid accrue to the employee during the vesting period.

FSP  SARs scheme With performance conditions Without performance conditions

2017 allocation 24 000 27 000 9 000
2018 allocation – 51 707 27 622
2019 allocation – 64 002 29 288

Review of the LTIP
The NGMR Committee reviews the LTIP annually, considering relevant changes in tax legislation while ensuring alignment with long-term objectives. 

In 2019 the LTIP continued to be a 100% equity-settled scheme and the shares purchased on the open market. The allocation of the FSP is subject to 
performance conditions (performance shares) with the bonus share has no performance conditions.

• The bonus share allocation was based on the previous year’s STIP achievement percentage.
• The vesting period being three years from date of issue and the performance conditions measured once. Non-vested instruments will be forfeited 

if vesting conditions are not met.

Condition
Below threshold  
level 0% vesting

Threshold level  
50% vesting

Target level  
75% vesting

Stretch level  
100% vesting

Headline earnings per 
share (HEPS)

HEPS = gross domestic 
product (GDP) +1% real 
compound annual 
growth rate (CAGR) 
over vesting period

HEPS = GDP + 2% real 
CAGR over vesting 
period

HEPS = GDP + 3% real 
CAGR over vesting 
period

HEPS = GDP + 4% real 
CAGR over vesting 
period

50%

ROCE1 ROCE below 23.75% ROCE at 24.0% ROCE at 24.25% ROCE at 24.5.0% 25%

Relative total 
shareholder return

Below 55th percentile 55th percentile Straight-line allocation 80th percentile 25%

1 Percentage will be reviewed annually.
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Service contracts and termination benefits

Executive director service contracts with the Company have a notice period of three months that provides for compensation and benefits (excluding 
share-linked benefits vesting in terms of the applicable rules of the scheme). An exception may occur under mutual separation arrangements. 

• The Managing Director is required to give three calendar months’ notice for termination and the Company may terminate employment for any 
lawful cause. Within the first five years of employment, should the Company choose to terminate the Managing Director’s employment, he will be 
entitled to 12 months’ remuneration. Any personal debts to the Company will be deducted from the Managing Director’s remuneration on 
termination.

• The Group Financial Director’s services are secured through an employment contract with Linde. When the local contract is no longer in force, the 
Group Financial Director will be offered a new employment contract with the Linde plc, Linde gases division.

Implementation report
There were no deviations from the remuneration policy during the year.

Total emoluments for executive and non-executive directors

Independent non-executive directors’ remuneration

The Chairperson of the Board is entitled to a fixed retainer and does not receive any other fees or retainer for attendance at Board or committee 
meetings. However, as the current Chairperson holds this position by virtue of his executive position in Linde, no retainer is payable.

The emoluments of non-executive directors include a fixed retainer and a per-meeting attendance fee and amounted to R3.2 million (2018: 
R3.4 million). Of this amount, 100% related to fixed remuneration components which are not performance-related.

2019 current practice 2020 proposed payment

Category Role

Retainer 
fee

R

Fee per
 meeting

R

Retainer 
fee

R

Fee per 
meeting

R

Fee per 
meeting 
increase

% 

Lead independent director 449 614 13 378 449 614 13 378 0

Board Director 257 618 13 378 257 618 13 378 0

Audit Committee Chairperson 173 770 13 378 173 770 13 378 0

Member 86 277 13 378 86 277 13 378 0

NGMR Committee Chairperson 115 441 13 378 115 441 13 378 0

SHEQ Committee 
SET Committee

Member 58 328 13 378 58 328 13 378 0

Annual review
The NGMR Committee annually reviews the fees and makes recommendations to the Board for consideration. Based on the annual review, 
considering the market data presented and following recommendations from the Committee, the Board proposed the non-executive directors’ fees 
for shareholder approval at the AGM. 

The recommended increase for 2020 as contained in the Audited Annual Financial Statements is 5.5%. Post-balance sheet date the non-executive 
directors decided to forego the proposed 2020 emolument increase.

2019 
increase 
awarded

2020 
increase 

proposed

Retainer: 5% 0%
Fee per meeting: 5% 0%
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Total emoluments of executive directors

Single total figure remuneration received and receivable at fair value (R’000) 2019

Name Months paid Fees Salary
Provident fund 

contributions
Cash incentive 

(STI)

Cash-based 
(long-term 

incentive)

Share-based 
(long-term 

incentive)
Other 

benefits^
Total 

remuneration

Less: Amounts 
accrued but not 

yet settled

Total cash 
equivalent of 
remuneration

Executive directors 8 522 551 4 316 2 834 1 588 2 221 20 033 (1 588) 18 445

SM Venter 12 – 3 784 551 2 149 409 1 588 1 379 9 860 (1 588) 8 272
M Vogt 12 – 4 738 – 2 167 2 425 – 843 10 173 – 10 173

Non-executive directors  3 177 – – – – – – 3 177 – 3 177

Dr KDK Mokhele@~+> 5 449 – – – – – – 449 – 449
GJ Strauss*~> 12 804 – – – – – – 804 – 804
C Wells* 12 721 – – – – – – 721 – 721
N Fakude#+~ 12 564 – – – – – – 564 – 564
NVL Qangule*~+ 12 639 – – – – – – 639 – 639

Total 3 177 8 522 551 4 316 2 834 1 588 23 210 (1 588) 21 622

Single total figure remuneration received and receivable at fair value (R’000) 2018

Name Months paid Fees Salary
Provident fund 

contributions
Cash incentive 

(STI)

Cash-based 
(long-term 

incentive)

Share-based 
(long-term 

incentive)
Other 

benefits^
Total 

remuneration

Less: Amounts 
accrued but not 

yet settled

Total cash 
equivalent of 
remuneration

Executive directors 8 415 523 5 711 7 360 3 668 2 171 27 848 (3 668) 24 180

SM Venter 12 – 3 590 523 2 859 7 360 1 243 1 402 16 977 (1 243) 15 734
M Vogt 12 – 4 825 – 2 852 – 2 425 769 10 871 (2 425) 8 446

Non-executive directors 3 443 – – – – – – 3 443 – 3 443

Dr KDK Mokhele~+> 12 1 036 – – – – – – 1 036 – 1 036
GJ Strauss*~> 12 710 – – – – – – 710 – 710
C Wells* 12 746 – – – – – – 746 – 746
N Fakude 12 368 – – – – – – 368 – 368
NVL Qangule*~+ 12 583 – – – – – – 583 – 583

Total 3 443 8 415 523 5 711 7 360 3 668 2 171 31 291 (3 668) 27 623

The non-executive directors from Linde serving on the Board are not reflected in the above information as they do not receive emoluments from the Company.
* ARC Committee member.
+ SET Committee member.
** Appointed 1 March 2017.
~ NGMR Committee member.
> SHEQ Committee member.
# Resigned 31 December 2019.
@ Resigned 30 May 2019.
^ Other benefits include car allowances and use of a motor vehicle.

Chapter 8  Remuneration report continued



Integrated Report 2019 93

Total emoluments of executive directors

Single total figure remuneration received and receivable at fair value (R’000) 2019

Name Months paid Fees Salary
Provident fund 

contributions
Cash incentive 

(STI)

Cash-based 
(long-term 

incentive)

Share-based 
(long-term 

incentive)
Other 

benefits^
Total 

remuneration

Less: Amounts 
accrued but not 

yet settled

Total cash 
equivalent of 
remuneration

Executive directors 8 522 551 4 316 2 834 1 588 2 221 20 033 (1 588) 18 445

SM Venter 12 – 3 784 551 2 149 409 1 588 1 379 9 860 (1 588) 8 272
M Vogt 12 – 4 738 – 2 167 2 425 – 843 10 173 – 10 173

Non-executive directors  3 177 – – – – – – 3 177 – 3 177

Dr KDK Mokhele@~+> 5 449 – – – – – – 449 – 449
GJ Strauss*~> 12 804 – – – – – – 804 – 804
C Wells* 12 721 – – – – – – 721 – 721
N Fakude#+~ 12 564 – – – – – – 564 – 564
NVL Qangule*~+ 12 639 – – – – – – 639 – 639

Total 3 177 8 522 551 4 316 2 834 1 588 23 210 (1 588) 21 622

Single total figure remuneration received and receivable at fair value (R’000) 2018

Name Months paid Fees Salary
Provident fund 

contributions
Cash incentive 

(STI)

Cash-based 
(long-term 

incentive)

Share-based 
(long-term 

incentive)
Other 

benefits^
Total 

remuneration

Less: Amounts 
accrued but not 

yet settled

Total cash 
equivalent of 
remuneration

Executive directors 8 415 523 5 711 7 360 3 668 2 171 27 848 (3 668) 24 180

SM Venter 12 – 3 590 523 2 859 7 360 1 243 1 402 16 977 (1 243) 15 734
M Vogt 12 – 4 825 – 2 852 – 2 425 769 10 871 (2 425) 8 446

Non-executive directors 3 443 – – – – – – 3 443 – 3 443

Dr KDK Mokhele~+> 12 1 036 – – – – – – 1 036 – 1 036
GJ Strauss*~> 12 710 – – – – – – 710 – 710
C Wells* 12 746 – – – – – – 746 – 746
N Fakude 12 368 – – – – – – 368 – 368
NVL Qangule*~+ 12 583 – – – – – – 583 – 583

Total 3 443 8 415 523 5 711 7 360 3 668 2 171 31 291 (3 668) 27 623

The non-executive directors from Linde serving on the Board are not reflected in the above information as they do not receive emoluments from the Company.
* ARC Committee member.
+ SET Committee member.
** Appointed 1 March 2017.
~ NGMR Committee member.
> SHEQ Committee member.
# Resigned 31 December 2019.
@ Resigned 30 May 2019.
^ Other benefits include car allowances and use of a motor vehicle.
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Potential impact of total executive management remuneration
Element Total

Total number of executive management members 12
Annual total base pay 25 232 703
Annual TGP 33 696 865
SIP and STIP 100% 8 536 392
SIP and STIP 200% 17 072 785
LTIP 4 364 357
2018 bonus share allocation 3 538 620
2018 performance share allocation 825 737
Minimum 33 696 865
On target 46 597 615
Maximum 55 134 007

SARs scheme and FSPs granted during the year
2018 2019

Grant date
Average 

strike price
Opening 
number Granted

Forfeited/
lapsed Vested Closing number

Proceeds 
received from 
sale of shares Granted

Forfeited/
lapsed Vested

Closing 
number

Proceeds 
received from 
sale of shares

Value on 
conversion 

of SAR

SARs

18 May 2015 13.97 32 000 – 70 31 210 – 500 293 – – – – –
18 April 2016 13.00 24 000 – – – 24 000 – – 18 000 6 000 – 53 096
1 March 2017 18.90 24 000 – – – 24 000 – – – – 24 000 –

Units 31 210 48 000 6 000 24 000

Proceeds received from sale of shares 500 293 53 096

FSP with conditions

18 May 2015 61 000 – 1 507 59 493 – 1 784 790 – – – – –
18 April 2016 27 000 – – – 27 000 – – 20 250 6 750 – 154 490
1 March 2017 27 000 – – – 27 000 – – – – 27 000 –
1 March 2018 51 707 – – 51 707 – – – – 51 707 –
10 April 2019 64 002 – – 64 002 –
FSP without conditions

18 May 2015 117 000 – – 117 000 – 3 510 000 – – – –
18 April 2016 9 000 – – – 9 000 – – – 9 000 – 201 036
1 March 2017 9 000 – – – 9 000 – – – – 9 000 –
1 March 2018 – 27 622 – – 27 622 – – – – 27 622 –
10 April 2019 – 29 288 – – 29 288 –

Units 79 329 31 210 176 493 151 329 93 290 20 250 15 750 208 619

Proceeds received from sales of shares 5 294 790 355 536

Chapter 8  Remuneration report continued
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Potential impact of total executive management remuneration
Element Total

Total number of executive management members 12
Annual total base pay 25 232 703
Annual TGP 33 696 865
SIP and STIP 100% 8 536 392
SIP and STIP 200% 17 072 785
LTIP 4 364 357
2018 bonus share allocation 3 538 620
2018 performance share allocation 825 737
Minimum 33 696 865
On target 46 597 615
Maximum 55 134 007

SARs scheme and FSPs granted during the year
2018 2019

Grant date
Average 

strike price
Opening 
number Granted

Forfeited/
lapsed Vested Closing number

Proceeds 
received from 
sale of shares Granted

Forfeited/
lapsed Vested

Closing 
number

Proceeds 
received from 
sale of shares

Value on 
conversion 

of SAR

SARs

18 May 2015 13.97 32 000 – 70 31 210 – 500 293 – – – – –
18 April 2016 13.00 24 000 – – – 24 000 – – 18 000 6 000 – 53 096
1 March 2017 18.90 24 000 – – – 24 000 – – – – 24 000 –

Units 31 210 48 000 6 000 24 000

Proceeds received from sale of shares 500 293 53 096

FSP with conditions

18 May 2015 61 000 – 1 507 59 493 – 1 784 790 – – – – –
18 April 2016 27 000 – – – 27 000 – – 20 250 6 750 – 154 490
1 March 2017 27 000 – – – 27 000 – – – – 27 000 –
1 March 2018 51 707 – – 51 707 – – – – 51 707 –
10 April 2019 64 002 – – 64 002 –
FSP without conditions

18 May 2015 117 000 – – 117 000 – 3 510 000 – – – –
18 April 2016 9 000 – – – 9 000 – – – 9 000 – 201 036
1 March 2017 9 000 – – – 9 000 – – – – 9 000 –
1 March 2018 – 27 622 – – 27 622 – – – – 27 622 –
10 April 2019 – 29 288 – – 29 288 –

Units 79 329 31 210 176 493 151 329 93 290 20 250 15 750 208 619

Proceeds received from sales of shares 5 294 790 355 536
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Chapter 8  Remuneration report continued

Vested and non-vested number of rights1

2019 2018

Name

Vested number 
of rights 

(exercisable)

Non-vested 
number of 

rights (not yet 
exercisable)

Vested number 
of rights 

(exercisable)

Non-vested 
number of 

rights (not yet 
exercisable)

Executive directors
SM Venter 6 000 232 619 55 000 199 329
M Vogt – – –

Total vested and non-vested number 
of rights – 232 619 55 000 270 000

1 Includes FSP without performance conditions, FSP with performance conditions and SARs.

Shareholding of directors

2019 2018

Name Beneficial Non-beneficial Beneficial Non-beneficial

Executive directors
SM Venter – Managing Director – – – –
M Vogt – – – –
Non-executive independent directors
NVL Qangule* – 100 – 100
GJ Strauss*~ 25 000 – – –
Dr KDK Mokhele~+> – – – 100
N Fakude~# – – – –
C Wells* 100 – 100 –
Non-executive directors
M von Plotho* – 100 – 100

* ARC Committee member.
+ SET Committee member.
~ NGMR Committee member.
> SHEQ Committee members.
# Resigned 31 December 2019.

Interest of directors in contracts
The directors certified they had no material personal interests in any transactions of any significance with the Company or any of its subsidiaries. 
Accordingly, no conflicts of interest regarding directors’ interests in contracts exist. There was no change in directors’ interests in contracts and 
shareholding in the period between the financial year-end and the date of signature of this report.
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Chapter 9  Financial statements

Five-year financial review
Group (R’million) 2019 2018 2017 2016 2015

Summarised consolidated statement 
of financial position
Non-current assets
Property, plant and equipment  3 047  3 006  2 964  2 952  2 988 
Retirement benefit assets  426  472  484  406  538 
Deferred taxation assets  8  10  13  15  19 
Other non-current assets  71  103  106  124  141 
Current assets (excluding cash and cash 
equivalents)  2 225  2 185  2 002  1 775  1 609 
Borrowings (including cash and cash equivalents)  584  153  344  153  – 
Assets held for sale  –  –  –  –  120 
Right-of-use assets  269 

Total assets 6 630 5 929  5 913  5 425  5 415 

Equity and liabilities
Total equity attributable to the equity holders of the parent 
company  4 304  4 012  4 001  3 657  3 431 
Non-controlling interests  9  11  33  27  37 
Borrowings (including cash and cash equivalents)  –  –  –  –  148 
Other long-term financial liability  21  45  20  26  – 
Deferred taxation liabilities  592  579  591  553  518 
Current liabilities (excluding borrowings)  1 393  1 282  1 268  1 162  1 281 
Lease liability  311 

Total equity and liabilities 6 630 5 929  5 913  5 425  5 415 

Summarised consolidated income 
statement
Revenue  6 086  6 047  5 693  5 537  5 473 
Operating expenses (excluding restructuring 
costs)  (4 810) (4 970)  (4 510)  (4 300)  (4 469)

Earnings before interest, taxation, 
depreciation, amortisation and impairments 
(EBITDA)  1 276  1 077  1 183  1 237  1 004 
Depreciation and amortisation  (409)  (374)  (328)  (379)  (390)
Impairment of tangible assets  –  (55)  –  (10)  (27)

Earnings before interest and taxation (EBIT) 
before restructuring costs  867  648  855  848  587 
Restructuring costs  –  (52)  –  –  (79)

Earnings before interest and taxation (EBIT)  867  596  855  848  508 
Net finance expense  (9) 41  25  14  (9)
Income from associate  –  –  –  2  1 

Profit before taxation 858  637  880  864  500 
Income taxation expense  (224) (180)  (242)  (264)  (75)

Profit for the year  634  457  638  600  425 

Owners of the company  631  447  628  597  414 
Non-controlling interests  3  10  10  3  11 

Owners of the company  632  447  628  597  414 
Dividends declared  (247)  (327)  (315)  (275)  (56)

Retained income/(loss) 384  120  312  322  358 



Integrated Report 2019 99

Group (R’million) 2019 2018 2017 2016 2015

Cash flow summary
Earnings before interest and taxation (EBIT)  867  596  855  848  508 
Cash generated from operations  1 403  897 997  1 099  926 
Total capital expenditure (tangible)  403  491 456  379  362 
Acquisition of intangible assets  –  –  –  (732)  15 
Change in funding requirements  (396) 100  (198)  (290)  (350)

Statistics
Total number of shares in issue (excluding treasury shares) 
(millions) 308.5 308.5 308.5 308.5 308.5
Weighted average number of shares in issue (millions) 308.5 308.5 308.5 308.5 308.5
Ordinary share performance
Basic earnings per share (cents) 204.4  144.8  203.6  193.3  134.2 
Headline earnings per share (cents) 203.5  154.9  201.0  189.4  139.2 
Dividends declared per share (cents) 101.0  77.0  100.0  94.0  69.0 
Dividend cover – basic earnings (times)  2.0  1.9  2.0  2.1  1.9 
Dividend cover – headline earnings (times)  2.0  2.0  2.0  2.0  2.0 
Net asset value per share (cents) 1 556  1 350  1 344  1 245  1 159 
Profitability and asset management
EBITDA margin (%)  21.0  17.8  20.8  22.3  18.3 
EBIT margin (%)  14.2  9.9  15.0  15.3  9.3 
Return on net assets (%) 19.3  14.3  21.4  22.9  14.2 
Net asset turn (times)  1.4  1.5  1.4  1.5  1.5 
Return on shareholders’ equity (%)  15.2  11.1  16.4  16.9  12.8 
Return on capital employed (%) 21.5  15.7  23.7  24.6  16.7 
Effective rate of taxation (%)  26.1 28.2  27.5  30.5  15.0 
Liquidity and leverage
Interest cover (times)  (100.8) 14.4  33.9  61.7  57.7 
Liability ratio  0.5  0.5  0.5  0.5  0.6 
Current ratio  1.5  1.7  1.6  3.4  0.7 
Gearing (%) (5.6)  (4.0)  (9.5)  (4.4)  3.6 
Value added
Number of permanent employees  1 728 2 035 2 092 2 689  2 336 
Revenue per average permanent employee (R’000)  3 241 2 931  2 691  2 473  2 108 
Profit before taxation per average permanent employee 
(R’000)  457 303 420  386  194 
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Chapter 9  Financial statements continued

Shareholders’ profile
For the year ended 31 December 2019

Shareholder spread
To the best knowledge of management and after reasonable enquiry, the spread of shareholders at 31 December (as defined in the Listings 
Requirements of the JSE Limited), was as follows:

2019 2018

Number 
of share-

holders
% of 

holders
Number 

of shares

% 
of issued

 share
 capital

Number 
of share-

holders
% of 

holders
Number 

of shares

% 
of issued 

share 
capital

Distribution of 
shareholders
Public companies  7  0.20  210 037 788  61.26  11  0.33  209 761 796  61.18 
Insurance, investment and trust 
companies  194  5.59  78 648 013  22.94  200  5.98  85 942 012  25.07 
Pension, provident funds and trusts  233  6.71  41 671 085  12.15  217  6.49  37 900 463  11.05 
Banks and nominee companies  45  1.30  5 639 821  1.64  47  1.41  2 721 421  0.79 
Individuals and deceased estates  2 878  82.94  4 042 664  1.18  2 747  82.20  4 151 188  1.21 
Corporate bodies  59  1.70  1 491 929  0.44  68  2.03  1 447 019  0.42 
Private companies  54  1.56  1 321 610  0.39  52  1.56  929 011  0.28 

Total  3 470 100  342 852 910  100  3 342  100  342 852 910  100 

Shareholder type
Public shareholders  3 463  99.80  132 815 122  38.73  3 332  99.70  133 091 214  38.81 
Non-public shareholders (within 
the Linde AG Group)  7  0.20  210 037 788  61.27  10  0.30  209 761 696  61.19 

Strategic holdings (more than 10%)  1  0.03  173 046 413  50.47  1  0.03  173 046 413  50.47 
Directors’ holdings  3  0.09  300  0.00  4  0.12  400  0.00 
Own holdings and share incentive 
scheme  3  0.09  36 991 075  10.80  5  0.15  36 714 883  10.72 

Total  3 470  100  342 852 910  100  3 342  100  342 852 910  100 

Major shareholders
The shareholders registered as holding 1% or more of the share capital of the company at 31 December were:

2019 2018

Number of 
shares held 

% of 
total

Number of 
shares held 

% of 
total

Beneficial shareholdings of 1% or more
BOC Holdings (wholly owned subsidiary of Linde AG)  173 046 413  50.47  173 046 413  50.47 
Coronation fund managers  57 064 959  16.64  47 792 441  13.94 
Afrox African Investments (Pty) Ltd (held as treasury shares)  34 285 308  10.00  34 285 308  10.00 
Government Employees Pension Fund  19 885 117  5.80  17 467 624  5.09 
Foord  4 225 283  1.23 – –
MMI  4 155 026  1.21 – –
Old Mutual Group  4 002 234  1.17  6 621 228  1.93 
Nedbank Group  3 808 512  1.11  3 413 816  1.00 
Henderson Global Investors – –  9 785 997  2.85 

 300 472 852  87.63  292 412 827  85.28 
Other shareholders  42 380 058  12.37  50 440 083  14.72 

Total  342 852 910  100  342 852 910  100 
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Ratio definitions
Basic earnings per share

profit for the year attributable to equity 
holders of the parent company

weighted average number of ordinary 
shares in issue during the year

Headline earnings per share

profit for the year attributable to equity 
holders of the parent company, excluding 
impairment and profit or loss on disposal 
of property, plant and equipment (net 
of taxation)

weighted average number of ordinary 
shares in issue during the year

Dividend cover

profit for the year attributable to equity 
holders of the parent company

total dividends paid declared

Dividend declared per share

interim dividend per share paid plus final 
dividend per share declared

Net asset value per share

net asset value

number of ordinary shares in issue at 
year-end

EBITDA margin

EBITDA

revenue

EBIT margin

EBIT

revenue

Return on net assets

EBIT

average net assets

Net asset turn

revenue

average net assets

Net assets

total assets (excluding cash and cash 
equivalents, deferred taxation assets and 
retirement benefit assets) less current 
liabilities (excluding borrowings)

Return on shareholders’ equity

profit for the year attributable to equity 
holders of the parent company

average shareholders’ equity

Return on capital employed

EBIT

capital employed

Capital employed

shareholders’ equity, total borrowings, 
deferred taxation and non-controlling 
interests

Borrowings

net debt, calculated as borrowings, plus 
bank overdraft, less cash and cash 
equivalents

Effective rate on taxation

taxation

profit before taxation

Interest cover

EBIT

net finance (expense)/income

Liability ratio

gross borrowings and current liabilities

total equity and liabilities (excluding 
borrowings and current liabilities)

Current ratio

current assets (excluding taxation and cash 
and cash equivalents)

current liabilities (excluding taxation and 
bank overdraft)

Gearing

borrowings

total capital employed

Revenue per employee

revenue for the year

average number of permanent employees

Profit before taxation per 
employee

profit before taxation

average number of permanent employees

Earnings yield

basic earnings divided by closing share price

Ordinary dividend yield

dividends declared per share divided by 
closing share price

Price: basic earnings ratio

closing share price divided by basic earnings

Price: headline earnings ratio

closing share price divided by headline 
earnings
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Chapter 9  Financial statements continued

Summarised consolidated statement of profit or loss
For the year ended 31 December 2019

R’million
31 December

2019
31 December

2018*

Revenue  6 086  6 047 
Other income  8  24 
Production expenses and material purchases  (3 021)  (3 147)
Employee benefit expenses  (893)  (1 004)
Electricity and water expenses  (493)  (425)
Other expenses  (370)  (411)
Impairment loss on trade and other receivables  (41)  (7)
Depreciation and amortisation (409) (374)
Impairment of property, plant and equipment – (55)
Restructuring costs – (52)

Earnings before interest and taxation (EBIT)  867  596 
Finance expense (143) (111)
Finance income  134  152 

Profit before taxation  858  637 
Taxation (224) (180)

Profit for the year  634  457 

Attributable to:
Owners of the company  631  447 
Non-controlling interests  3  10 

Profit for the year  634  457 

Earnings per share – cents
Basic earnings per ordinary share – cents  204.4  144.8 
Diluted earnings per ordinary share – cents  202.8  144.0 

* Restated due to reclassification. Refer to note 10.
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Summarised consolidated statement of comprehensive income 
For the year ended 31 December 2019

R’million
31 December

2019
31 December

2018

Profit for the year  634  457 
Other comprehensive income net of taxation (20)  (39)

Items that are or may be reclassified to profit or loss  (35)  1 

Translation differences on foreign operations  (32)  5 
Translation differences relating to non-controlling interests  (1) (6)
Cash flow hedges – effective portion of changes in fair value  (2)  2 

Items that will not be reclassified to profit or loss 15  (40)

Actuarial gains/ (losses) on retirement benefit assets 15  (40)

Total comprehensive income for the year  614  418 

Total comprehensive income attributable to:
Owners of the company  612  414 
Non-controlling interests  2  4 

 614  418 
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Chapter 9  Financial statements continued

Summarised consolidated statement of financial position
As at 31 December 2019

R’million Note
31 December

2019
31 December

2018

ASSETS
Property, plant and equipment 4  3 047  3 006 
Right of use assets 2  269 
Retirement benefits assets  426  472 
Other non-current assets  35  49 
Lease receivables  36  54 
Deferred taxation assets  8  10 

Non-current assets  3 821  3 591 

Inventories  649  687 
Trade and other receivables  1 476  1 271 
Lease receivables  20  18 
Derivative financial instruments 5  –  1 
Receivables from fellow subsidiaries of holding company  31  172 
Taxation receivable  49  36 
Cash and cash equivalents  1 184  1 174 

Current assets  3 409  3 359 

Total assets  7 230  6 950 

EQUITY AND LIABILITIES
Shareholders’ equity  4 304  4 012 
Non-controlling interests  9  11 

Total equity  4 313  4 023 

Long-term borrowings  600  1 000 
Lease liability  311 
Other long-term liabilities and provisions  21  45 
Deferred taxation liabilities  592  579 

Non-current liabilities  1 524  1 624 

Trade, other payables and provisions  1 139  1 176 
Taxation payable  23  23 
Payables to fellow subsidiaries of holding company  173  83 
Derivative financial instruments 5  12  – 
Short-term portion of lease liability  46 
Bank overdrafts  –  21 

Current liabilities  1 393  1 303 

Total equity and liabilities  7 230  6 950 
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Summarised consolidated statement of cash flows
For the year ended 31 December 2019

R’million
31 December

2019
31 December

2018

Earnings before interest and taxation (EBIT)  867  596 
Adjustments for:

Depreciation and amortisation  409  374 
Impairment of property, plant and equipment  –  55 
Restructuring costs  –  52 
Movements in trade receivables and inventory allowances and provisions  41 4 
Movement in revaluation loss/ (gain) on derivative financial instruments  10 (19)
Other non-cash movements 11 (57)

Operating cash flows before working capital movements  1 338  1 005 
Working capital movements 65 (108)

Cash generated from operations  1 403  897 
Interest paid  (117) (108)
Interest received 62 71 
Taxation paid (231) (173)
Dividends received  0*  – 

Cash from operating activities  1 117  687 
Dividends paid to owners of the company (247) (327)
Dividends paid to non-controlling interests (4) (5)

Net cash inflow from operating activities 866  355 
Additions to property, plant and equipment (403) (491)
Proceeds from disposal of property, plant and equipment  8  19 
Other investing activities  21  24 

Net cash outflow from investing activities (374) (448)
Long-term debt repaid  (400)  – 
Acquisition of non-controlling interest  – (41)
Lease payments  (39)  – 
Shares purchased – forfeitable share plan  (22) (57)

Net cash outflow from financing activities (461) (98)

Net increase/(decrease) in cash and cash equivalents 31 (191)
Cash and cash equivalents at the beginning of the year  1 153  1 344 

Cash and cash equivalents at the end of the year  1 184  1 153 

* Amount less than R1 million.
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Chapter 9  Financial statements continued

Summarised consolidated statement of change in equity 
For the year ended 31 December 2019

Attributable to owners of the company

R’million

Share
capital and

share
premium

FCTR* and
hedging
reserves

Retained
earnings

Non-
controlling

interests
Total

equity

Balance at 1 January 2018, as previously reported  552 (87)  3 536  33  4 034 
Adjustment on initial application of IFRS 9 (net of taxation)  –  –  8  1  9 

Adjusted balance at 1 January 2018  552  (87)  3 544  34  4 043 
Total comprehensive income  –  7  407  4  418 

Profit for the year  –  –  447  10  457 
Other comprehensive income, net of taxation  –  7  (40)  (6)  (39)

Transactions with owners of the company
Shares purchased – forfeitable share plan #  –  –  (57)  –  (57)
Transfer of NCI on acquisition of minority interest  –  (8)  (11)  (22)  (41)
Share-based payments, net of taxation  –  –  (8)  –  (8)
Dividends  –  –  (327)  (5)  (332)

Balance at 31 December 2018  552  (88)  3 548  11  4 023 

Balance at 1 January 2019, as previously reported **  552 (88)  3 548  11  4 023 
Adjustment on initial application of IFRS 16 (net of 
taxation)  –  –  (32)  –  (32)

Adjusted balance at 1 January 2019  552  (88)  3 516  11  3 991 
Total comprehensive income  –  (34)  646  2  614 

Profit for the year  –  –  631  3  634 
Other comprehensive income, net of taxation  –  (34)  15  (1) (20)

Transactions with owners of the company

Shares purchased – forfeitable share plan #  –  – (22)  – (22)
Share-based payments, net of taxation  –  –  (19)  –  (19)
Dividends  –  – (247) (4) (251)

Balance at 31 December 2019  552 (122)  3 874  9  4 313 

* Foreign currency translation reserve.
** The group has adopted IFRS 16 at 1 January 2019. Under the transaction method chosen, comparative information is not restated.
# Shares purchased in respect of the employee share incentive scheme.



Integrated Report 2019 107

Segmental report 
For the year ended 31 December 2019

Business segments are identified on the basis of internal reports that are regularly reviewed by the Group’s and Company’s chief operating decision 
making body, the Executive Directors, in order to allocate resources to the segments and assess its performance. The performance of the segments is 
managed and evaluated using revenue, operating expenses, depreciation, earnings before interest, corporate expenses, restructuring costs and tax. 
Assets and liabilities are centrally managed at a corporate level and therefore not used in the decision to allocate resources to operating segments. 
Business segments have been determined based on Atmospheric Gases, LPG and Hard Goods.

R’million
31 December

2019
31 December

2018

Revenue*  6 086  6 047 

Atmospheric Gases  2 886  2 674 
LPG  2 412  2 552 
Hard Goods  788  821 

Operating expenses***  (4 586)  (4 756)

Atmospheric Gases  (2 105)  (2 051)
LPG  (1 855)  (2 064)
Hard Goods  (626)  (641)

Earnings before interest, tax, depreciation and amortisation (EBITDA), 
before corporate expenses and restructuring costs  1 500  1 291 
Depreciation and amortisation  (409)  (374)

Atmospheric Gases  (194)  (165)
LPG  (162)  (158)
Hard Goods  (53)  (51)

Earnings before interest and tax (EBIT), before corporate expenses and 
restructuring costs  1 091  917 

Atmospheric Gases  587  458 
LPG  395  330 
Hard Goods  109  129 

Corporate expenses  (224)  (269)
Restructuring costs  –  (52)

EBIT  867  596 

Geographical representation
Revenue  6 086  6 047 

South Africa  5 322  5 276 
Southern African Development Community (SADC) countries excluding South Africa **  764  771 

Non-current assets  3 821  3 591 

South Africa  3 554  3 321 
SADC countries excluding South Africa **  267  270 

*  Revenue from external customers. 
** The revenue and non-current assets foreign country geographical split has been aggregated as SADC. The individual amounts are considered to be immaterial.
*** Operating expenses that were previously presented as an aggregate amount on the face of the statement of profit or loss was reclassified as it provides more relevant and reliable 

information.
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Chapter 9  Financial statements continued

Statistics and ratios
31 December

2019
31 December

2018

Average number of shares in issue during the year (‘000)  308 568  308 568 
Shares in issue (‘000)  308 568  308 568 
Dividends per share (cents) 101.0 77.0 

Final 46.0 25.0 
Interim 55.0 52.0 

Ratios

EBITDA margin (%)  21.0 18.0
Return on capital employed  21.5  15.7 
Effective taxation rate (%)  26.1  28.2 
Gearing (%) (5.6) (4.0)
Dividend cover on headline earnings (times)  2.0  2.0 
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Notes to the summarised consolidated financial statements 
For the year ended 31 December 2019

African Oxygen Limited (“Afrox” or the “Company”) is a South African registered company. The summarised consolidated financial statements of the 
Company comprise the Company and its subsidiaries (together referred to as the “Group”) and the Group’s interest in an associate. 

1 Basis of preparation
The summarised consolidated financial statements are prepared in accordance with the requirements of the JSE Limited Listing 
Requirements for summary reports, and the requirements of the Companies Act of South Africa applicable to summary financial statements. 
The Listing Requirements require a summary to be prepared in accordance with the framework concepts and the measurements and 
recognition requirements of the International Financial Reporting Standards (IFRS) and the SAICA Financial Reporting Guides as issued by 
the Accounting Practices Committee and Financial Pronouncements as issued by the Financial Reporting Standards Council and to also, as a 
minimum, contain the information required by IAS 34 Interim Financial Reporting. The accounting policies applied in the preparation of the 
consolidated financial statements, from which the summary consolidated financial statements were derived, are in terms of IFRS and, 
except as described in note 2, are consistent with those applied in the annual financial statements for the year ended 31 December 2018. 
The summarised consolidated financial statements should be read in conjunction with the Group annual financial statements as at and for 
the year ended 31 December 2019, which have been prepared in accordance with IFRS as issued by the International Accounting 
Standards Board.

The summarised consolidated financial statements are prepared on the historical cost basis except for the following items which are 
measured using an alternative basis at each reporting date: 

• Derivative financial instruments measured at fair value through other comprehensive income and profit and loss.
• Retirement benefit assets measured at the fair value of the planned assets less the present value of the defined benefit obligation.
• Share-based payment awards are measured at fair value. The fair value of the equity instruments granted is estimated using industry 

accepted techniques.

The directors take full responsibility for the preparation of these summarised consolidated financial statements. The summarised 
consolidated financial statements were compiled under the supervision of Matthias Vogt, Group Financial Director, and were approved on 
03 March 2019.

2 New accounting standards and related changes in significant accounting policies 
The Group has adopted a number of new and amended standards for the current reporting period, and the Group had to change its 
accounting policy as a result of adopting IFRS 16 Leases. The impact of the adoption of the leasing standard and the new accounting policy 
is disclosed below. The other standards did not have any impact on the Group’s accounting policies and did not require retrospective 
adjustments.

The Group adopted IFRS 16 Leases retrospectively from 1 January 2019, but has not restated comparatives for the 2018 reporting period as 
permitted under the specific transition provision in the standard. The reclassifications and the adjustments arising from the new leasing 
rules are therefore recognised in the opening statement of financial position on 1 January 2019.

The Group has recognised lease liabilities in relation to leases which had previously been classified as ‘operating leases’ in terms of IAS 17 
Leases. These liabilities were measured at the present value of the remaining lease payments, discounted using the lessee’s incremental 
rate of borrowing as of 1 January 2019. The incremental rate of borrowing varied depending on the duration of the lease.

(i) Practical expedients applied
In applying IFRS 16 for the first time, the Group has used the following practical expedients permitted by the standard:

• Applying a single discount rate to a portfolio of leases with reasonably similar characteristics;
• Accounting for operating leases with a remaining lease term of less than 12 months as at 1 January 2019 as short-term leases;
• Excluding initial direct costs for the measurement of the right-of-use asset at the date of initial applications;
• Using hindsight in determining the lease terms whether the contract contains options to extend or terminate the lease;
• Relying on previous assessment on whether leases are onerous as an alternative to performing an impairment review. There 

were no onerous contracts as at 1 January 2019; and
• Low value assets comprising of office equipment with a cost price of R0.1 million and below.

The Group has elected not to reassess whether a contract is, or contains a lease at the date of initial application. Instead, for 
contracts entered into before the transition date, the Group relied on its assessment made applying IAS 17 and IFRIC 4 Determining 
whether an Arrangement contains a Lease.
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Chapter 9  Financial statements continued

Notes to the summarised consolidated financial statements 
continued
For the year ended 31 December 2019

2  New accounting standards and related changes in significant accounting policies 
continued
(ii) Measurement of lease liabilities

The table below shows the reconciliation between operating lease commitments (disclosed under IAS 17) at 31 December 2018 
and lease liabilities recognised on 1 January 2019.

R’million

Operating lease commitments disclosed as at 31 December 2018 560 
Discounted using the incremental borrowing rate as at the date of initial application 449 
Less: short-term leases not recognised as a liability (14)
Less: low-value leases not recognised as a liability (9)
Less: non-lease component previously disclosed under operating lease commitments (such as 
maintenance and service costs) (72)

Lease liability recognised as at 1 January 2019 354 

Of which are:
Non-current lease liabilities 319 
Current lease liabilities 35 

Total lease liability 354 

(iii) Measurement of right-of-use assets
The associated right-of-use assets for the identified leases were measured on a retrospective basis as if the new rules had always 
been applied. The carrying amount of the right-of-use assets were determined using the present value of all remaining lease 
payments at the commencement date of the lease, but discounted at the incremental borrowing rate of 1 January 2019. Restoration 
costs and any initial direct costs are excluded from the carrying amount of the right-of-use assets. The accumulated depreciation 
was measured from the commencement date of the lease until 1 January 2019. The opening balance on 1 January 2019 was 
determined as the carrying amount, less accumulated depreciation.

R’million
31 December

2019
01 January

2019

Land and buildings 154 171 
Motor vehicles  99 97 
Forklifts 8 12 
Call centre system  8 –

Total right-of-use assets 269 280 

(iv) Adjustments recognised in the statement of financial position on 1 January 2019
The change in the accounting policy affected the following items in the statement of financial position on 1 January 2019:

R’million

– Increase in right-of-use assets 280 
– Increase in lease liabilities (354)
– Decrease in straight-lining accrual 30 
– Increase in deferred tax assets 12 

Net impact on retained earnings at 1 January 2019 (32)
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3 Impact of new, amended or revised standards issued but not yet effective 
New accounting standards, amendments to accounting standards and interpretation issued which are relevant to the Group, but not yet 
effective on 31 December 2019, have not been adopted. The Group continuously evaluates the impact of these standards and amendments.

4 Property, plant and equipment 

R’million
31 December

2019
31 December

2018

Opening carrying value  3 006  2 964 
Additions, net of transfers from assets under construction  403  491 
Disposals (5) (7)
Depreciation (352) (367)
Impairment – (55)
Translation effects and reclassifications  (5) (20)

Closing carrying value  3 047  3 006 

5 Fair value classification and measurement 
The classification of each class of financial asset and liability measured at fair value.

R’million Fair value

31 December 2019
Financial liability measured at fair value
Derivative financial instruments  (12)
31 December 2018
Financial asset measured at fair value  
Derivative financial instruments  1

The derivatives and forward exchange contracts, are level 2 measurement and the fair value of the derivative financial instruments is based 
on broker quotes. Similar contracts are traded in an active market and the quote reflect the actual transactions in similar instruments.

6 Earnings and headline earnings per share 
Group earnings per share is calculated based on earnings of R631 million (2018: R447 million) and a weighted average number of ordinary 
shares of 308 567 602 (2018: 308 567 602) in issue during the period. Diluted earnings per share is calculated on is based on 310 857 780 
(2018: 310 140 952) shares as 2 290 178 (2018: 1 573 350) had a dilutive impact.

Headline earnings per share is calculated on headline earnings of R628 million (2018: R478 million). A weighted average number of 
ordinary shares of 308 567 602 (2018: 308 567 602) in issue during the year was used to calculate diluted headline earnings per share 
and 310 857 780 (2018: 310 140 952) for dilutive earning per share as 2 290 178 (2018: 1 573 350) shares had a dilutive impact. 
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Chapter 9  Financial statements continued

Notes to the summarised consolidated financial statements 
continued
For the year ended 31 December 2019

6 Earnings and headline earnings per share continued

Reconciliation between earnings and headline earnings

R’million
31 December

2019
31 December

2018

Profit for the year attributable to the owners of the company  631  447 
Adjusted for the effects of:

Profit on disposal of property, plant and equipment (4) (12)
Impairment of property, plant and equipment – 55 
Taxation on adjusted items  1 (12)

Headline earnings  628  478 

Basic earnings per share – cents  204.4  144.8 
Diluted earnings per share – cents  202.8  144.0 
Headline earnings per share – cents  203.5  154.9 
Diluted headline earnings per share – cents  202.0  154.1 

7 Related party transactions 
During the year, Afrox, in the ordinary course of business, entered into various sale, purchase and service transactions with associate, 
receivables from fellow subsidiaries of the holding company, receivables from group companies, payables to fellow subsidiaries of holding 
company and payables to group companies.

8 Update on key litigation matters
As at the date of this report, there is no outstanding litigation of a material nature against the Group.

9 Subsequent events
Except for the dividend of 46 cents per share declared on 3 March 2020, the directors are not aware of any matter or circumstance of 
significance arising between 31 December 2019 and the date of this report. The Board of directors wants to draw attention to the COVID-19 
pandemic which emerged after balance sheet date and at the time of this publication remains a globally unresolved crisis. Afrox has 
assessed the impact of the pandemic on its cash-generating capability, access to funding and its continued viability amid this crisis. Afrox 
revisited budgets and more importantly considered how it will protect key assets, and employees. The Board is satisfied that Afrox will 
continue to be a contributing member of this economy, an employer of choice and a business partner able to support our customers.

10 Reclassification of prior period
Operating expenses that was previously presented as an aggregate amount on the face of the summarised consolidated statement of profit 
or loss was reclassified as it provides more relevant and reliable information. The amount has been reclassified into the following 
summarised consolidated statement of profit or loss items:

R’million

Other income  24 
Production expenses and material purchases  (3 147)
Employee benefit expenses  (1 004)
Electricity and water expenses  (425)
Other expenses  (411)

Operating expenses presented in summarised consolidated statement of profit or loss 
on 31 December 2018  (4 963)

The reclassification did not have any impact on the summarised consolidated statement of profit or loss.
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11 Summarised consolidated financial statements 
The summarised consolidated financial statements are extracted from audited consolidated financial statements, but is not itself audited. 
The consolidated financial statements were audited by PricewaterhouseCoopers Inc., who expressed an unmodified opinion thereon. The 
audited consolidated financial statements and the auditor’s report thereon are available for inspection at the company’s registered office. 
The directors take full responsibility for the preparation of these summarised consolidated financial statements and that the financial 
information has been correctly extracted from the underlying annual financial statements.

Corporate information

African Oxygen Limited
(Incorporated in the Republic of South Africa)
Registration number: 1927/000089/06
ISIN: ZAE000067120 JSE code: AFX.
NSX code: AOX

Registered office

Afrox House, 23 Webber Street, Selby
Johannesburg 2001
PO Box 5404, Johannesburg 2000
Telephone +27 (11) 490 0400

Transfer secretaries 

Computershare Investor Services (Pty) Limited

Sponsor in South Africa 

One Capital

Sponsor in Namibia 

Namibia Equity Brokers (Pty) Limited

Directors 

S Venter (Managing Director), M Vogt* (Group Financial Director), JM Panikar** (Chairman), M von Plotho*, CF Wells***, NVL Qangule, 
GJ Strauss, VN Fakude

*German ** American *** British 

Company Secretary 

C Singh

Auditors 

PricewaterhouseCoopers Inc.
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Chapter 10  Additional information

Appendix A – Safety, Health, Environment and Quality (SHEQ) 
data
Data relating to Afrox’s resource usage for the past five years, specifically energy, water, raw material usage, and emissions (gas emissions, 
emissions to air and to water) is outlined on a year-on-year basis in the tables below:

Category description 2019 2018 2017 2016 2015

1. Energy
Electricity consumption (purchased) MWh 445 201 431 251 437 792 454 531 441 103
Of which by air separation unit (ASU) MWh 414 977 389 748 391 333 390 225 385 485
Natural gas consumption MWh 76 652 78 533 70 546 49 849 41 550
2. Water
Water source
Ground water m3 33 725 113 996 119 501 118 151 98 089
Municipal water m3 552 606 475 278 474 769 690 477 769 425
Total water consumption m3 659 101 861 594 803 401 808 673 882 110
3. Resources and material
Raw materials and supplies t 9 026.30 6 996.40 3 968.51 7 995.10 13 892.54
Packaging material t 276 205.2 1 109.07 99.50 227.75
4. Emissions
Direct greenhouse gas (GHG) emissions 
(scope 1)
Carbon dioxide (CO2) emissions t 16 745 16 186 14 546 10 276 8 633
Afrox transport fleet tCO2e 24 853 24 693 23 972 24 008 24 172
Total scope 1 t 41 598 40 890 38 548 34 311 33 096.50
Indirect GHG emissions (scope 2)
CO2 emissions t 460 719 419 749 449 711 441 336 427 460
Total scope 1 and 2 tCO2e 502 317 460 639 488 259 475 647 460 556
5. Emissions to air
Emission of Hydrofluorocarbons kg 14 14 12 27 203.46
6. Emissions to water
Chemical oxygen demand (COD) kg 23 268 30 182 28 239 3 179 14 662
Biochemical oxygen demand (BOD) kg 8 049 10 350 10 050 1 064 6 461
7. Waste and recycling
Total waste t 3 345 3 190 2 293 2 088 3 408
Non-hazardous waste t 2 005 1 787 1 325 1 384 1 749
Hazardous waste t 1 339 1 403 968 703 1 658
Recycled waste t 1 364 1 256 966 806 845
Landfill waste t 1 264 899 1 313 988 2 434
Other disposal methods t 257 1 122.5 171.8 282 116.41
8. Transport

Distance driven by Afrox transport fleet
Per million
 km driven 28.1 27.3 26.5 26.5 26.7

Serious truck incident rate
Per million
 km driven 0.14 0.15 0.26 0.11 0.231

9. Certified sites
Sites certified to ISO 9001 % 100 100 100 100 100
Sites certified to ISO 14001 % 100 100 100 100 1002

Sites certified to ISO 18001 % 100 100 100 100
10. Environmental incidents
Environmental complaints 1 0 0 0
Reportable environmental incidents 0 0 0 0

1 In 2015, Afrox started recording all vehicle incidents with no exceptions.
2 Only sites required by customers to be certified.
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Chapter 10  Additional information continued

Appendix B – Occupational health and safety
Category description 2019 2018 2017 2016 2015

Workplace accidents with at least one day 
of absence (employees) rate

Per million 
hours worked 0.04 1.11 1.48 1.28 1.11

Workplace accidents with at least one day 
of absence (contractors) rate

Per million 
hours worked 0.21 0.29 0.62 2.70 0.63

Workplace accidents of employees with 
at least one day of absence Number 1 6 8 7 7
Workplace accidents of contractors with 
at least one day of absence Number 4 1 2 8 2
Working days lost due to industrial 
accidents (employees) Number 1 73 138 60 61
Working days lost due to industrial 
accidents (employees) rate

Per million 
hours worked 0.04 13.5 26.09 10.97 9.66

Fatal workplace accidents involving 
employees Number 0 0 0 0 0
Fatal workplace accidents involving 
contractors Number 0 1 0 0 0

Performance  
improvement target 2019 2018

Lagging indicators Rate Number Rate Number Rate Number

NVCIs Total 2.79 45 2.92 41 3.10 50
Severity level 1 and 2 0.12 2 0.07 1 0.25 4
Severity level 3 and 4 – – 2.85 40 0.56 9
Total safe km – – – 342 730 – 322 739
Severity level 1 and 2 safe km – – – 14 051 933 – 4 034 232

CVIs Total – – 2.27 64 2.16 59
Severity level 1 and 2 0.07 2 0.14 4 0.15 4
Severity level 3 and 4 – – 2.13 60 0.33 9
Total safe km – – – 439 614 – 462 051
Severity level 1 and 2 safe km – – – 7 033 827 – 6 815 259

Appendix C – Workplace statistics
Statistics 2019 2018 2017

Fatalities (i.e. injuries on duty leading to death excluding the deaths of workers 
not occurring at work) Number 0 1 0
First aid cases (FACs) (i.e. injuries on duty leading to minor treatments, such as a 
plaster or a pain tablet) Number 42 22 22
Medical treatment cases (MTCs) (i.e. injuries on duty leading to medical 
treatment, but no lost days) Number 8 5 8
Fatality potential event (FPE) Number 0 Not previously reported
Fatal injury frequency rate (FIFR) (i.e. number of fatalities per 1 000 000 person 
hours worked) % 0* 0.11 0
Lost-time injury frequency rate (LTIFR) (i.e. number of lost workday incidents 
(LWIs) per 200 000 person hours worked) Rate 0.11* 0.90 1.16
Total recordable injury frequency rate (TRIFR) – reported Rate 0.29 1.35 2.09
Does the Company report an LTIFR and/or TRIFR target? Yes/No Yes Yes Yes

* From 2019 a factor of 200 000 is used.
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Appendix D – Sustainability governance structure
A three-level sustainability governance structure accelerates decision-making and enhances accountability. The matrix below illustrates how each 
committee fulfils its mandate according to applicable regulations.

Our leaders drive Afrox’s SHEQ agendas and philosophy, which prioritises collective accountability and responsibility. The SHEQ department supports 
line managers who oversee policy communication, demonstrate safe behaviour and foster an environment for continual improvement.

Afrox Board Scope of matters

Linde
Linde business unit heads

Afrox’s Managing Director is 
responsible for the Company’s 
sustainability performance. He 
uses the Afrox corporate 
responsibility policy to delegate 
authority to executive 
management who preside over 
economic, social, environmental 
and employee sustainability 
performance.

African Oxygen Limited
Social, Ethics and Transformation 
(SET) Committee

The SET Committee regularly 
reviews governance and 
management. The Committee 
reports to the Board on the 
Company’s sustainability 
compliance, and high-level risks.

Afrox executive management

Executive management executes 
governance directives through the 
management level Corporate 
Responsibility and Transformation 
Committee. The Committee 
identifies and acts on 
opportunities, shares learnings 
internally and externally, and 
tracks progress on agreed projects.

Effective sustainability governance

Underpinned by

Precautionary principle

Our strategy, planning and decision-making processes carefully consider our decisions’ environmental, social and economic implications.

Our key commitments are:

• preventing harm to people, our business, customers, local communities and society at large; 
• protecting the environment; 
• responsible use of resources.

Our environmental management controls are well developed and fully integrated into our SHEQ system. Environmental standards ensure specific 
impacts applicable to water, air, waste, industrial effluent and hazardous chemicals are responsibly managed.

• Companies Act
• Employment Equity Act
• Broad-based Black Economic Empowerment Act
• National Environmental Management Act
• Occupational Health and Safety Act
• Consumer Protection Act
• Labour Relations Act
• JSE Limited Listings Requirements
• UNGC principles
• OECD guidelines on corruption
• The International Labour Organization Protocol
• King IV
• GRI
• ISOs
• Occupational Health and Safety Assessment Series 

(OHSAS)
• JSE Socially Responsible Investment (JSE SRI) Index
• Linde integrated management system and standards 

(LiMSS)
• SHEQ policy

SHEQ Committee

NGMR Committee

SE
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Chapter 10  Additional information continued

Glossary 
Term Definition

Afrox African Oxygen Limited

AGM Annual general meeting

Arcmate® Brand of Afrox

ASU Air separation unit

BBBEE Broad-Based Black Economic Empowerment

BBBEE Codes BBBEE Codes of Good Practice

BCM Business Continuity Management 

BCP Business continuity plan 

BOD Biochemical oxygen demand 

BTT Bidvest Tank Terminal

CAGR Compound annual growth rate

capex Capital expenditure

CEPPWAWU Chemical, Energy, Paper, Printing, Wood and Allied 
Workers’ Union

CIV Commercial vehicle incident

CHIETA Chemical Industries Education and Training 
Authority 

CMV Commercial vehicle

Companies Act Companies Act of South Africa, 71 of 2008, as 
amended

CO2 Carbon dioxide

COD Chemical oxygen demand 

COID Compensation for occupational injuries and diseases 

CP Saudi contract price 

CSR Corporate social responsibility 

DIFOT Delivered in full and on time 

EBIT Earnings before interest and taxation

EBITDA Earnings before interest, taxation, depreciation, 
amortisation and impairment losses

ECD Early childhood development

ED Enterprise Development 

EEA European Economic Area 

EMEA Europe, Middle East and Africa

EME Exempt micro-enterprise

ER MA Employer medical aid contribution

ERM Enterprise risk management 

ER RF Employer retirement fund contribution

ESD Enterprise and Supplier Development

Term Definition

ESE Exempted micro-enterprises

FAC First aid case

FIFR Fatal injury frequency rate 

FPE Fatality potential event

FSP Forfeitable share plan

Gas & Gear Gas & Gear outlets are Afrox-owned distributor sites 
located in nine provinces, providing customers with 
direct product access

GDP Gross domestic product

GHG Greenhouse gas

GRI The official name for the Global Reporting Initiative

Handigas Brand of Afrox

HDSA Historically disadvantaged South African

HEPS Headline earnings per share

HFC Hydrofluorocarbons

HR Human resources

ICC Individual Cylinder Control

IFRS International Financial Reporting Standards

IIRC International Integrated Reporting Council

<IR> Framework The IIRC’s Integrated Reporting Framework

IT Information technology

IS Information services

JSE Listings 
Requirements

Listings Requirements of the Johannesburg Stock 
Exchange Limited

JSE SRI JSE Socially Responsible Investment 

King IV King Report on Corporate Governance for South 
Africa, 2016

km Kilometres

KPI Key performance indicator

kT Kilotonnes

Life EHS Life Employee Health Solutions 

Linde PLC or 
Linde

The merged entity between The Linde Group and 
Praxair

LiMSS Linde integrated management system and 
standards

LIV® Linde Integrated Valve 

LPG Liquefied Petroleum Gas

LNG Liquefied Natural Gas
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Term Definition

LOTO Lock-out/tag-out 

LTI Lost-time injury

LTIFR Lost-time injury frequency rate

LTIP Long-term incentive plan

LWI Lost workday incident

ME Major event

MHRP Major Hazard Review programme

MWh Megawatt-hour

MIG Metal inert gas 

MIRs Major incidents reported

MMA Manual metal arc

MoC Management of change

MPG Merchant and Packaged Gases

MRGP Maximum refinery gate price

MTC Medical treatment case

MUPP Multi User Pressure Panel

NCVI Non-commercial vehicle incident

NGMR Nominations, governance and management of 
resources

NGO Non-governmental organisations

NOx Nitrogen oxides

NPO Non-profit organisation

NUMSA National Union of Metalworkers of South Africa

OHSAS Occupational Health and Safety Assessment Series 

OPS Operating segment share

PLV Passenger light vehicle 

POC Proof of concept 

PPE Personal protective equipment

PSA Pressure swing absorption

QCTC Quality control for training courses

QCTO Quality Control for Trades and Occupations 

Term Definition

QSE Qualifying small enterprise

RAF Region Africa

RBU Regional business unit 

ROCE Return on capital employed

RSM Remote Security Monitoring

SACWU South African Chemical Workers Union

SADC Southern African Development Community

Saffire® Brand of Afrox product

SAIW Southern African Institute of Welding

SARs Share appreciation rights 

SAP SAP SE is a German software corporation that makes 
enterprise software to manage business operations 
and customer relations

SENS Stock Exchange News Service

SET Social, ethics and transformation

SHEQ Safety, health, environment and quality

SIR Security incident report

SIS Sales incentive scheme 

SMME Small, medium and micro-sized enterprise

SOX Sarbanes Oxley

STI Short-term incentive

STIP Short-term incentive plan

TCTC Total cost to company

TGP Total guaranteed pay 

TIG Tungsten electrode inert gas 

The Linde Group 
or Linde

Afrox’s global gases, engineering and technology 
parent company, before it merged with Praxair

TRIFR Total recordable injury frequency rate

Total S.A. Total Société Anonyme 

UASA United Association of South Africa

Vitemax® Brand of Afrox product
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Chapter 10  Additional information continued

Notice to shareholders of annual general meeting

African Oxygen Limited

(Incorporated in the Republic of South Africa) 
(Registration number 1927/000089/06) 
(JSE share code: AFX)
(NSX share code: AOX) 
ISIN code: ZAE000067120
(the Company)

Notice is hereby given that the 91st annual general meeting of the Company will be conducted entirely through electronic participation, as permitted  
by the Companies Act, No 71 of 2008 (Companies Act) and by the Company’s Memorandum of Incorporation (MOI), on Tuesday, 30 June 2020 at 10:00 
(AGM), at which the resolutions set out below will be considered and, if deemed fit, passed with or without modification.

Impact of COVID-19 outbreak on the AGM

Due to the COVID-19 (Coronavirus) outbreak and the measures put in place by the South African Government in response to the Coronavirus, particularly 
the restrictions in regard to public gatherings, the AGM will not be held in person and will only be accessible through electronic participation. 

Should any shareholder (or a representative or proxy for a shareholder) wish to participate in and/or vote at the AGM by way of electronic 
participation, such shareholder must either: 

(i) register online using the online registration portal at www.smartagm.co.za, prior to the commencement of the AGM; or 

(ii)  make a written application (the form of which is attached to this notice of the Company’s AGM (notice)) to so participate, by delivering  
he application form to the transfer secretaries, being Computershare Investor Services Proprietary Limited, at First Floor, Rosebank Towers, 
15 Biermann Avenue, Rosebank, 2196, or posting it to Private Bag x9000, Saxonwold, 2132 (at the risk of the shareholder), or sending it  
by email to proxy@computershare.co.za, so as to be received by the transfer secretaries by no later than 10:00 on Friday, 26 June 2020,  
in order for the transfer secretaries to arrange such participation for the shareholder and for the transfer secretaries to provide the 
shareholder with the details as to how access to the AGM by means of electronic participation is to be made. Shareholders may still 
register/apply to participate in and/or vote electronically at the AGM after this date, provided, however, that those shareholders are 
verified (as required in terms of section 63(1) of the Companies Act) and are registered at the commencement of the AGM. 

For the avoidance of doubt, dematerialised shareholders without “own name” registration would still need to submit their voting instructions via 
their Central Securities Depository Participants (CSDP) or broker or obtain a letter of representation from their CSDP or broker to participate in and/or 
vote at the AGM electronically. 

In terms of section 63(1) of the Companies Act, any person participating in the AGM must present reasonably satisfactory identification and the person 
presiding at the AGM must be reasonably satisfied that the right of any person to participate in and vote (whether as a shareholder or as a 
representative or proxy for a shareholder) has been reasonably verified. Shareholders of the Company who wish to participate in the AGM 
electronically should provide such identification when making written application to so participate.

Record dates
This notice has been sent to shareholders of the Company who were recorded as such in the Company’s securities register on Friday, 22 May 2020, 
being the notice record date used to determine which shareholders are entitled to receive this notice. 

The record date on which shareholders of the Company must be registered as such in the Company’s securities register to participate in and vote at 
the AGM is Friday, 19 June 2020. The last day to trade in the ordinary shares in order to be entitled to participate in and vote at the AGM will therefore 
be Monday, 15 June 2020.

Social and ethics committee
In accordance with Regulation 43(5)(c) of the Companies Regulations, 2011 promulgated under the Companies Act, a member of the Social and 
Ethics Committee (the Committee) is required to report to shareholders on the matters within the mandate of the Committee. The Committee’s report 
is contained on page 79 of the 2019 Integrated Annual Report.

1. Ordinary resolution number 1

Adoption of the annual financial statements
“Resolved as an ordinary resolution that the annual consolidated and separate financial statements of the Company for the financial year 
ended 31 December 2019, including, inter alia, the directors’ and independent auditors’ report and the Audit Committee report therein, as 
contained in the 2019 Integrated Annual Report, be and are hereby adopted. These financial statements are available on the Company’s 
website: www.afrox.co.za.”
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2. Ordinary Resolutions Numbers 2.1 to 2.4:

Re-election/confirmation of directors
To elect directors of the Company in accordance with the Companies Act and the Company’s MOI, which provide that:

• at least one third of the non-executive directors, being those longest in office at the date of the AGM, should retire, but that such 
directors may offer themselves for re-election; and

• any director appointments made by the board of directors (the Board) since the previous AGM require shareholders’ confirmation.

Accordingly, shareholders are requested to re-elect or confirm the appointment of the directors named below, by way of passing the 
following separate ordinary resolutions:

2.1 Ordinary Resolution Number 2.1
“Resolved that the appointment of N Gwagwa as a director of the Company with effect from 31 January 2020 be and is hereby confirmed.”

2.2 Ordinary resolution number 2.2
“Resolved that the appointment of M Von Stenglin as the financial director of the Company with effect from 14 April 2020 be and is 
hereby confirmed.”

2.3 Ordinary Resolution Number 2.3
“Resolved that M Von Plotho, who retires by rotation and being eligible, and who offers himself, for re-election as a director, be and is 
hereby re-elected as a director.”

2.4 Ordinary Resolution Number 2.4
“Resolved that NVL Qangule, who retires by rotation and being eligible, and who offers herself, for re-election as a director, be and is 
hereby re-elected as a director.” 

A brief CV in respect of each director above appears on pages 129 to 132 of the 2019 Integrated Annual Report.

3. Ordinary Resolution Number 3

Re-appointment of auditors
“Resolved that PricewaterhouseCoopers Inc. be re-appointed as the independent auditors of the Company, and Mr H Odendaal, a director  
of PricewaterhouseCoopers Inc., be appointed as the individual designated auditor, who will undertake the audit of the Company,  
for the ensuing period, and that the Audit Committee be authorised to determine the terms of engagement and the auditors’ fees  
and remuneration for the ensuing period.”

4. Ordinary Resolutions Numbers 4.1 to 4.3

Re-appointment of Audit & Risk Committee members
By separate resolutions, each of which is on the candidacy of a single individual, the appointment of the following independent non–
executive directors as members of the Audit Committee until the conclusion of the next annual general meeting is hereby proposed:

4.1 Ordinary resolution number 4.1
“Resolved that CF Wells be and is hereby re-appointed as a member of the Company’s Audit Committee.”

4.2 Ordinary resolution number 4.2
“Resolved that GJ Strauss be and is hereby re-appointed as a member of the Company’s Audit Committee.”

4.3 Ordinary resolution number 4.3
“Resolved that NVL Qangule be and is hereby re-appointed as a member of the Company’s Audit Committee.”*

* Subject to re-election as a director pursuant to Ordinary Resolution Number 2.4

A brief CV in respect of each independent non-executive director above appears on pages 129 to 132 of the 2019 Integrated Annual Report.
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Notice to shareholders continued

5. Ordinary resolution number 5

Non-binding vote on the remuneration policy
“Resolved to approve, through a non-binding advisory vote, the remuneration policy of the Company detailed on page 86 of the 2019 
Integrated Annual Report.”

Explanation: This Ordinary Resolution Number 5 is required in terms of paragraph 3.84(j) of the JSE Limited (JSE) Listings Requirements 
(Listings Requirements) and in accordance with the recommendations of the King IV Report on Corporate Governance for South Africa, 2016 
(King IV) that the Company obtain an advisory vote by its shareholders in an annual general meeting on the remuneration policy applicable to 
all employees and directors of the Company and any of its subsidiaries or divisions. The vote is non-binding on the Company and excludes the 
remuneration of the non-executive directors. Should 25% or more of the votes exercised be cast against this resolution, the Company 
undertakes to invite shareholders to engage with the Company in this regard (including the manner and timing of such engagement).

6. Ordinary Resolution Number 6

Non-binding vote on the remuneration implementation report
“Resolved to approve, through a non-binding advisory vote, the remuneration implementation report of the Company detailed on page 91 
of the 2019 Integrated Annual Report.”

Explanation: This Ordinary Resolution Number 6 is required in terms of paragraph 3.84(j) of the Listings Requirements and in accordance 
with the recommendations of King IV that the Company obtain an advisory vote by its shareholders in an annual general meeting on the 
remuneration implementation report applicable to all employees and directors of the Company and any of its subsidiaries or divisions. The 
vote is non-binding on the Company and excludes the remuneration of the non-executive directors. Should 25% or more of the votes 
exercised be cast against this resolution, the Company undertakes to invite shareholders to engage with the Company in this regard 
(including the manner and timing of such engagement).

7. Special resolution number 1

To approve the independent non-executive directors’ fees
“Resolved that the fees paid to the independent non-executive directors serving on the Board and the various committees of the Board, be 
as follows with effect from 1 January 2020, which fees remain unchanged from the previous financial year:

Proposed*
remuneration

for the 12-month
period from

1 January 2020 to
31 December 2020

R

Remuneration*
for the 12-month

period from
1 January 2019 to

31 December 2019
R % increase

Board

Independent lead director 449 614 449 614

Independent director 257 617 257 617 0

Audit Committee

Chairman 173 770 173 770

Member 86 277 86 277 0

Other Committees

Chairman 115 441 115 441

Member 58 327 58 327 0

Per meeting fee % increase

Meeting fee (including ad hoc meetings) 14 115 13 378 0

* Only applicable to independent non-executive directors, as all other directors are appointed as a consequence of their function within the Linde Group.”
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8. Special Resolution Number 2

General authority to repurchase shares
“Resolved that, subject to compliance with the Companies Act, the MOI and the Listings Requirements from time to time, the Company and 
its subsidiaries be and are hereby authorised and granted a general authority to acquire, from time to time, the issued ordinary shares of the 
Company upon such terms and conditions and in such amounts as the Board may, from time to time, determine. The Listings Requirements 
currently provide, inter alia, that:

8.1  the Company and its subsidiaries are authorised by the MOI or their memoranda of incorporation, as the case may be, to repurchase 
such shares;

8.2  the repurchase of shares must be effected through the order book operated by the JSE trading system and be done without any prior 
understanding or arrangement between the Company and the counterparty;

8.3.  such general authority to repurchase shares is valid only until the next annual general meeting or for 15 (fifteen) months from the 
date of adoption of this Special Resolution Number 2, whichever is the earlier date;

8.4.  an announcement will be published giving such details as may be required in terms of the Listings Requirements, when the Company 
and/or its subsidiaries have cumulatively repurchased 3% (three per cent) of the initial number (the number of that class of share in 
issue at the time that the general authority is granted) of the relevant class of shares and for each 3% (three per cent) in aggregate  
of the initial number of that class acquired thereafter;

8.5.  at any one time the Company may only appoint one agent to effect any repurchase of shares on the Company’s or its subsidiaries’ behalf;

8.6.  the repurchase of shares will not take place during a prohibited period (as defined in the Listings Requirements) unless the Board has in place a 
repurchase programme where the dates and quantities of shares to be traded during the relevant period are fixed (not subject to any variation) 
and details of the programme have been submitted to the JSE in writing prior to the commencement of the prohibited period. The Company must 
instruct an independent third party, which makes its investment decisions in relation to the shares independently of, and uninfluenced by, the 
Company, prior to the commencement of the prohibited period to execute the repurchase programme submitted to the JSE;

8.7.  the repurchase of shares shall not, in aggregate, in any one financial year exceed 20% (twenty per cent) of the Company’s issued 
ordinary shares;

8.8.  in the case of an acquisition in the Company by a subsidiary of the Company, the repurchase of shares shall not result in the 
Company’s subsidiaries, in aggregate, holding in excess of 10% (ten per cent) of the Company’s issued ordinary shares;

8.9.  the repurchase of shares may not be made at a price greater than 10% (ten per cent) above the weighted average of the market value  
of the shares as determined over the 5 (five) business days immediately preceding the date on which the transaction is effected; and 

8.10.  a resolution must be passed by the Board that it has authorised the repurchase of shares, that the Company and, to the extent 
applicable, the relevant subsidiaries have passed the solvency and liquidity test and that, since the test was performed, there have 
been no material changes to the financial position of the group.”

Explanation: This Special Resolution Number 2 authorises the Board, if it deems it appropriate and in the best interest of the Company, to 
repurchase the Company’s shares by way of open market transactions on the exchange operated by the JSE. This authority is subject to the 
Companies Act and the Listings Requirements. At the present time, the Board has no specific intention with regard to the utilisation of this 
authority, which will be used only if the Board deems fit and if the circumstances are appropriate. The Board undertakes to comply fully 
with the limitations and controls imposed from time to time by the Listings Requirements
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Notice to shareholders continued

Other disclosures required in terms of the Listings Requirements
In terms of the Listings Requirements, the following disclosures are required with reference to the repurchase of the Company’s shares,  
as set out in Special Resolution Number 2 above.

Working capital statement 
The Board, after considering the effect of the maximum repurchase, is of the view that for a period of 12 (twelve) months after the date  
of this notice:

• the Company and the group will be able, in the ordinary course of business, to pay its debts;
• the assets of the Company and the group will be in excess of the liabilities of the Company and the group, recognised and measured  

in accordance with the accounting policies used in the latest annual financial statements;
• the share capital and reserves of the Company and the group will be adequate for ordinary business purposes; and
• the working capital resources of the Company and the group will be adequate for ordinary business purposes.

Directors’ responsibility statement
The directors, whose names are given on page 69 of the 2019 Integrated Annual Report, collectively and individually, accept full responsibility 
for the accuracy of the information pertaining to the above Special Resolution Number 2 and certify that to the best of their knowledge  
and belief there are no facts that have been omitted which would make any statement false or misleading, and that all reasonable enquiries 
to ascertain such facts have been made and that the above Special Resolution Number 2 contains all information required. 

Other disclosures contained in the 2019 Integrated Annual Report in terms of paragraph 11.26 of the Listings Requirements
• Major shareholders of the Company (refer to page 100 of the 2019 Integrated Annual Report) 
• Share capital of the Company (refer to page 100 of the 2019 Integrated Annual Report) 
• Material change (refer to page 11 of the 2019 Integrated Annual Report) 

9. Special resolution number 3

General authority to provide financial assistance to related companies or inter-related companies
“Resolved that, subject to compliance with the Listings Requirements and with the Companies Act (specifically section 45), the Board be 
and is hereby empowered to authorise the Company to provide direct or indirect financial assistance to any related or inter-related company 
or corporation (wheresover incorporated) or to a person related to any such company or corporation, on the terms and conditions that the 
Board may determine, and when and as the Board deems fit and appropriate. This authority will be in place for a period of two years 
commencing on the date of adoption of this Special Resolution Number 3.”

Explanation: The reason and effect of this Special Resolution Number 3 is to grant the Board the authority to cause the Company to provide 
financial assistance to any company or corporation which is related or inter-related to the Company or to a person related to any such 
company or corporation. It does not authorise the provision of financial assistance to any director or prescribed officer of the Company.  
The Board undertakes that prior to the Company providing any financial assistance as contemplated in Special Resolution Number 3 above, 
the Board will satisfy itself that the Company will satisfy the solvency and liquidity test as set out in section 4 of the Companies Act 
immediately after providing the financial assistance. 

10. Special Resolution Number 4

Authority to provide financial assistance in connection with the purchase of Company securities 
“Resolved that, as a special resolution contemplated by section 44(3)(a)(ii) of the Companies Act, the Board be and is hereby empowered  
to authorise the Company, at any time during the period of two years commencing on the date of adoption of this Special Resolution Number 4, 
to provide any direct or indirect financial assistance to any third-party broker or subsidiary of the Company, on the terms and conditions which 
the Board may determine, and when and as the Board deems fit and appropriate, for the purpose of or in connection with the purchase of the 
Company’s shares required for settlement under the share incentive plans operated by the Company and/or its subsidiaries from time to time, 
provided that the Board is satisfied that immediately after providing the particular financial assistance, the Company would satisfy the solvency 
and liquidity test set out in section 4 of the Companies Act.”

Explanation: The reason and effect of this Special Resolution Number 4 is to grant the Board, pursuant to the requirements of section 44(3) 
of the Companies Act, the authority to cause the Company to provide financial assistance to third-party brokers and/ or subsidiaries of the 
Company in connection with the purchase of the Company’s shares, which shares are to be applied in settlement of the Company’s 
obligations to deliver the Company’s shares to executives and other group employees under such share incentive plans as the Company 
and/or its subsidiaries may operate from time to time.

Chapter 10  Additional information continued



Integrated Report 2019 125

Material changes
Other than the facts and developments reported on in the 2019 Integrated Annual Report, there have been no material changes in the 
affairs, financial or trading position of the group since the Company’s last financial year end and the signature date of the 2019 Integrated 
Annual Report and the posting date thereof.

Voting and proxies

Certificated shareholders
Shareholders wishing to participate in and/or vote at the AGM, by means of electronic participation (refer to the information included  
under the heading “electronic participation by shareholders” of this notice), should ensure beforehand, with the transfer secretaries  
of the Company, being Computershare Investor Services Proprietary Limited, that their shares are in fact registered in their name. Should  
the shares be registered in another name or in the name of a nominee company, it is incumbent on persons attending the AGM, by means of 
electronic participation, to make the necessary arrangement with that party to be able to participate in and/or vote on its behalf.

A shareholder is entitled to attend, speak and vote at the AGM or to appoint a proxy or proxies to attend, speak and vote in his/her stead.  
A proxy need not be a shareholder of the Company. For the convenience of shareholders of the Company, a form of proxy is enclosed 
herewith, containing detailed instructions in this regard.

Dematerialised/uncertificated shareholders
Holders of dematerialised shares who have elected “own name” registration may attend, speak and vote at the AGM, by means of electronic 
participation (refer to the information included under the heading “electronic participation”), or appoint a proxy or proxies to attend, speak  
and vote in their stead. A proxy need not be a shareholder of the Company. For the convenience of shareholders of the Company, a form  
of proxy is enclosed herewith, containing detailed instructions in this regard.

Beneficial owners of dematerialised shares who have not elected “own name” registration and who wish to attend, speak and vote at the 
AGM by means of electronic participation (refer to the information included under the heading “electronic participation by shareholders”  
of this notice), require their CSDP or broker to provide them with a letter of representation. Alternatively, they should provide the CSDP  
or broker with their voting instructions in terms of the relevant custody agreement entered into between them and the CSDP or broker. 

If they wish to attend, speak and vote at the AGM, they must ensure that their letters of representation from their CSDP or broker reach  
the transfer secretaries of the Company (acting on behalf of the Company), at Rosebank Towers, 15 Biermann Avenue, Rosebank, 2196, 
South Africa, by not later than 10:00 on Friday, 26 June 2020, or are posted to the transfer secretaries (acting on behalf of the Company),  
at Private Bag X9000, Saxonwold, 2132, South Africa or emailed to proxy@computershare.co.za to be received by them by not later than 
10:00 on Friday, 26 June 2020; provided that the chairperson of the meeting may, in his discretion, accept letters of representation so 
delivered after 10:00 on Friday, 26 June 2020 up until the time of commencement of the AGM. 

Proxies
The instrument appointing a proxy and the authority (if any) under which it is signed must reach the transfer secretaries (acting on behalf  
of the Company) by no later than 10:00 on Friday, 26 June 2020; provided that the chairperson of the meeting may, in his discretion, accept 
forms of proxy so delivered after 10:00 on Friday, 26 June 2020 up until the time of commencement of the AGM. 

On a poll, shareholders will have one vote in respect of each share held.

In terms of section 58 of the Companies Act, shareholders have rights to be represented by proxy as herewith stated. An extract of section 58  
of the Companies Act is included in the form of proxy.



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

126

Electronic participation by shareholders
Should any shareholder (or a representative or proxy for a shareholder) wish to participate in and/or vote at the AGM by way of electronic 
participation, such shareholder must either: 

(i) register online using the online registration portal at www.smartagm.co.za, prior to the commencement of the AGM; or 

(ii)  make a written application (the form of which is attached to this notice) to so participate, by delivering the application form to the transfer 
secretaries, being Computershare Investor Services Proprietary Limited, at First Floor, Rosebank Towers, 15 Biermann Avenue, Rosebank, 2196, or 
posting it to Private Bag x9000, Saxonwold, 2132 (at the risk of the shareholder), or sending it by email to proxy@computershare.co.za, so as to be 
received by the transfer secretaries by no later than 10:00 on Friday, 26 June 2020, in order for the transfer secretaries to arrange such participation 
for the shareholder and for the transfer secretaries to provide the shareholder with the details as to how access to the AGM by means of electronic 
participation is to be made. Shareholders may still register/apply to participate in and/or vote electronically at the AGM after this date, provided, 
however, that those shareholders are verified (as required in terms of section 63(1) of the Companies Act) and are registered at the commencement 
of the AGM. 

For the avoidance of doubt, shareholders without “own name” registration must obtain a letter of representation from their CSDP or broker to 
participate in and/or vote at the AGM by way of electronic means. 

Shareholders will be liable for their own network charges in relation to electronic participation in and/or voting at the AGM and it will not be  
for the expense of the Company, the transfer secretaries or the JSE. Neither the Company, the transfer secretaries nor the JSE will be held accountable 
in the case of loss of network connectivity or network failure due to insufficient airtime/internet connectivity/power outages which would prevent 
a shareholder from participating in and/or voting at the AGM electronically. Accordingly, a shareholder, participating in and/or voting at the AGM by 
means of electronic participation, acknowledges that he/she will have no claim against the Company, the transfer secretaries and the JSE, whether for 
consequential damages or otherwise, arising from the use of the electronic platform or any defect in it or from total or partial failure of the electronic 
platform and connections linking the shareholder via the electronic platform to the AGM.

Percentage of voting rights required for resolutions
1. Special resolutions
  The percentage of voting rights that will be required for the adoption of each special resolution is at least 75% (seventy-five per cent) of the 

voting rights exercised on the resolution.

2. Ordinary resolutions
  The percentage of voting rights that will be required for the adoption of each ordinary resolution is 50% + 1 (fifty per cent plus one) vote of 

the voting rights exercised on the resolution.

Cheryl Singh
Company Secretary
29 May 2020

Notice to shareholders continued
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Application Form 

African Oxygen Limited
(Incorporated in the Republic of South Africa) (Registration number 1927/000089/06) 
(JSE share code: AFX)
(NSX share code: AOX) 
ISIN: ZAE000067120
(Afrox or the Company)

Due to the COVID-19 (Coronavirus) outbreak and the measures put in place by the South African Government in response to the Coronavirus, 
particularly the restrictions in regard to public gatherings, the annual general meeting of the Company to be held at 10:00 on Tuesday, 30 June 2020 
(AGM) will be conducted entirely through electronic participation. 

Should any shareholder (or a representative or proxy for a shareholder) wish to participate in and/or vote at the AGM by way of electronic 
participation, such shareholder must either: 

(i) register online using the online registration portal at www.smartagm.co.za, prior to the commencement of the AGM; or 

(ii)  make a written application (the form of which is attached to this notice) to so participate, by delivering the application form to the transfer 
secretaries, being Computershare Investor Services Proprietary Limited, at First Floor, Rosebank Towers, 15 Biermann Avenue, Rosebank, 
2196, or posting it to Private Bag x9000, Saxonwold, 2132 (at the risk of the shareholder), or sending it by email to proxy@computershare.
co.za, so as to be received by the transfer secretaries by no later than 10:00 on Friday, 26 June 2020, in order for the transfer secretaries  
to arrange such participation for the shareholder and for the transfer secretaries to provide the shareholder with the details as to how 
access to the AGM by means of electronic participation is to be made. Shareholders may still register/apply to participate in and/or vote 
electronically at the AGM after this date, provided, however, that those shareholders are verified (as required in terms of section 63(1)  
of the Companies Act, No 71 of 2008 (Companies Act)) and are registered at the commencement of the AGM. 

For the avoidance of doubt, dematerialised shareholders without “own name” registration would need to obtain a letter of representation from their 
CSDP or broker to participate in and/or vote at the AGM by way of electronic means. 

Application Form: Electronic participation in the AGM

Full name of shareholder: 

Identity/registration number:

Email address:

Cell number:

Telephone number: (code): (number): 

Number of ordinary shares in the Company:

Name of CSDP or broker (if shares are held in dematerialised form):

Contact number of CSDP/broker:

Contact person of CSDP/broker: 

Number of share certificate (if applicable):

Signed at on 2020

Signature of shareholder

Electronic participation at the AGM
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Terms and conditions for participation in the AGM via electronic means 
1.  Shareholders will be liable for their own network charges in relation to electronic participation in and/or voting at the AGM and it will not 

be for the expense of the Company, the transfer secretaries or the JSE. Neither the Company, the transfer secretaries nor the JSE will be held 
accountable in the case of loss of network connectivity or network failure due to insufficient airtime/internet connectivity/power outages 
which would prevent a shareholder from participating in and/or voting at the AGM electronically. 

2.  The shareholder acknowledges that the electronic platform through which the AGM will be facilitated is provided by third parties and 
indemnifies the Company against any loss, injury, damage, penalty or claim arising in any way from the use of the electronic platform, 
whether or not the problem is caused by any act or omission on the part of the shareholder or anyone else. 

3.  A shareholder, participating in and/or voting at the AGM by means of electronic participation, acknowledges by signing this application 
form, that he/she will have no claim against the Company, the transfer secretaries and the JSE, whether for consequential damages or 
otherwise, arising from the use of the electronic platform or any defect in it or from total or partial failure of the electronic platform and 
connections linking the shareholder via the electronic platform to the AGM.

4.  An application to participate in the AGM electronically, utilising this application form, will only be deemed successful if this application form, 
along with the submission of the necessary letter of representation (if applicable), has been completed fully, signed by the shareholder and 
submitted to the transfer secretaries of the Company as detailed above, prior to the commencement of the AGM and such shareholder is 
verified (as required in terms of section 63(1) of the Companies Act).

Application continued
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Board of directors
Non-executive directors

Bernd Eulitz (55)

Outgoing Chairperson
Bernd was reappointed as Chairperson in 
1 September 2017 after Sue Graham Johnston 
resigned. Bernd resigned effective 
1 April 2019.

With the completion of the Linde-Praxair 
merger as of 1 March 2019, Bernd became 
EVP of Linde, a member of the Management 
Committee and the President Americas. He is 
also a member of the Linde AG Executive 
Board of directors, where he served as the 
Head of The Linde Group’s Region Europe, 
Middle East and Africa (EMEA) until 
28 February 2019. Bernd brought a significant 
amount of international experience to the 
Afrox Board. He joined the Linde Group in 
2004 and has since held several senior posts, 
including Regional Business Head of the 
gases division South and East Asia 
(Singapore), Managing Director, Chief 
Executive Officer of PanGas AG (Switzerland), 
and Head of the gases division’s sales Region 
East (Germany). Bernd took responsibility for 
The Linde Group’s global procurement in 2016 
and the newly formed Global Centre of 
Excellence halfway through 2017.

John M Panikar (52)

Incoming Chairperson
John was appointed Chairperson on 
1 April 2019.

John became President Region UK, Ireland 
and South Africa, Linde, due to the Linde-
Praxair merger.

John was previously President of Praxair Asia 
in 2014, responsible for the growth and 
profitability of Praxair’s industrial gases 
business in China, India, South Korea, Taiwan, 
Thailand and the Middle East.

He joined Praxair in 1991 and several 
assignments in operations and project 
management in Praxair’s electronics business 
before being appointed Asia Business 
Manager for electronics in 1999. He was 
Director of Business Development for Praxair 
Asia in 2002, with additional responsibility for 
managing the helium, specialty gases, 
medical gases and carbon dioxide growth 
markets for Praxair India. He became 
Managing Director of Praxair India in 2004.

In 2008, he transferred back to the US as 
Vice-President of Product Management and 
Analysis, for Praxair’s North American 
industrial gases business unit and was 
appointed Vice-President of US South Region 
in 2009. John was appointed President of 
Praxair Distribution Inc. in 2010. He was 
responsible for the growth, profitability and 
return on capital of Praxair’s packaged gases 
business in the US.

He holds a degree in chemical engineering 
from the University of Rochester. He completed 
the Advanced Management programme at 
Harvard Business School in 2010.

John is an invitee to the SHEQ Committee and 
a member of the NGMR Committee. 

Matthias von Plotho (51)

Non-executive director
Matthias was appointed to the Afrox Board 
in May 2011. 

As Programme Manager, he led the project 
on the merger with Praxair within The Linde 
Group. He joined Linde in 2001 and was 
responsible for implementing International 
Financial Reporting Standards (IFRS) for 
financial instruments. Since then he held 
several senior posts, including Head of 
Mergers and Acquisitions. Prior to joining The 
Linde Group, he worked with KPMG and AGIV 
AG in Germany. 

He holds a master’s in business administration 
from the University of Würzburg, Germany. 

Matthias attends Audit Committee meetings 
by invitation.



A
fr

ic
an

 O
xy

ge
n 

Li
m

it
ed

 

130

Independent non-executive directors

Dr Khotso Mokhele (64) 

Outgoing lead independent 
non-executive director
Khotso was appointed to the Afrox Board in 
December 2005 and retired at the annual 
general meeting (AGM) on 30 May 2019. 

He was on the teaching and research staff of 
the Universities of Fort Hare and Cape Town 
between 1986 and 1992. He was Vice-
President and then President of the 
Foundation for Research and Development 
from 1992 to 1999, and President of the 
National Research Foundation from 1999 to 
2006. He served on the Council for Higher 
Education, the National Advisory Council on 
Innovation, and the National Skills Authority. 
Khotso was the founder and President of the 
Academy of Science of South Africa.

Khotso holds eight honorary doctorates from 
South African higher education institutions 
and one honorary doctorate from Rutgers 
University in New Jersey (USA). Khotso holds 
the following qualifications: BSc agriculture 
(University of Fort Hare), and MS and PhD in 
microbiology (University of California Davis, 
USA).

He serves as special advisor to the Minister of 
Science and Technology. He is the Chairperson 
of two South African listed companies (Tiger 
Brands Limited and AECI Limited). Khotso 
chaired the SET and SHEQ Committees of Afrox 
and was a member of the NGMR Committee.

Lean (GJ) Strauss (62)

Incoming lead independent 
non-executive director
Lean was appointed to the Afrox Board in 
February 2015 and became lead independent 
non-executive director at/subsequent to the 
AGM on 30 May 2019. 

He joined Sasol in 1982. He spent most of his 
career with Sasol Oil, where he held the 
positions of General Manager of 
Manufacturing and Supply, and General 
Manager of Marketing. He was appointed 
General Manager of Sasol Gas in 1997 and 
Managing Director of Sasol Nitro in 2002. In 
2005, Lean was appointed as a member of the 
Group Executive Committee and as Group 
General Manager responsible for Sasol’s 
international energy portfolio. From January 
2010 he took over the Group’s responsibility 
for Sasol Oil and Sasol Gas. In July 2010, he 
was promoted to senior Group Executive, 
responsible for the Group’s total growth 
portfolio, Sasol’s international energy cluster, 
Sasol new energy and Sasol technology. He 
was also a director and Chairperson of several 
companies in the Sasol group. Lean has a 
BCom and BCom honours from the University 
of Stellenbosch and an MCom business 
management from the University of 
Johannesburg.

Until the AGM on 30 May 2019, Lean chaired 
the NGMR Committee and was a member of 
the Audit and SHEQ Committees. Since then 
he became Chairperson of the SHEQ 
Committee and a member of the Audit and 
NGMR Committees.

Chris Wells (72)

Independent non-executive director
Chris was appointed to the Afrox Board in 
November 2012. 

Chris is Chief Executive Officer of International 
Facilities Services Mauritius Limited, a 
company focused on providing facilities 
services in sub-Saharan Africa. He is a 
non-executive director of the Spar Group 
Limited where he chairs the Audit and Risk 
Committees and is a member of its Social, 
Ethics and Transformation Committee. He has 
extensive experience in the retail and 
manufacturing sectors, having been both a 
CFO and CEO of various listed companies. 

He is a CA(SA). Chris chairs the Audit 
Committee and is a member of the NGMR 
Committee.
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Nomfundo Qangule (53)

Independent non-executive director
Nomfundo was appointed to the Afrox Board 
in July 2014. 

She was the Chief Financial Officer of 
Harmony Gold Ltd between 2004 and 2007. 
She is currently director of Hans Merensky 
Holdings, Rebosis Ltd, and Nozala 
Investments Proprietary Limited. She is both a 
CA(SA) and Certified Associate of the Institute 
of Bankers in South Africa. Nomfundo is a 
member of the Audit Committee. She was a 
member of the SET Committee until the AGM 
on 30 May 2019, upon which she became its 
Chairperson.

Nolitha Fakude (53)

Independent non-executive director
Nolitha was appointed to the Afrox Board in 
March 2017 and resigned with effect from 
31 December 2019. 

She bolstered our team with 27 years of 
experience across multiple organisations 
and diverse industries. She resigned due to 
the commitments required of her in her 
new executive role at Anglo American 
South Africa.

Nolitha held several senior positions prior to 
joining Afrox, including Vice-President and 
executive director at Sasol, Chairperson of 
Sasol Mining, director and Group Executive 
member at Nedbank Limited, as well as 
Managing Director at the Black Management 
Forum. She previously served as a non-
executive director on the Board of Harmony 
Gold, was Chairperson of Datacentrix Holdings 
and a non-executive director at Woolworths. 
In April 2017, she joined the board of Anglo 
American Plc. Nolitha is a non-executive 
director at the Johannesburg Stock Exchange 
Limited as well as Deputy Chairperson of 
South African Airways. 

Nolitha holds a BA from the Walter Sisulu 
University and a BA honours from the 
University of Fort Hare. 

Nolitha was a member of the NGMR 
Committee until the AGM on 30 May 2019, 
where she became its Chairperson and a 
member of the SET Committee.

Dr N Gwagwa (61)

Independent non-executive director
Appointed March 2020

Dr Gwagwa is a qualified town and regional 
planner who has and has worked in both the 
private and public sectors. She has served on 
the boards of several large South African 
organisations over the past 15 years, 
including FirstRand Limited and currently 
serves on the boards of Massmart Holdings 
Limited, Sun International Limited and 
Aurecon Group South Africa Proprietary 
Limited (chairperson). Dr Gwagwa has also 
held senior positions at the Independent 
Development Trust (IDT), Lereko Investments 
Proprietary Limited, as chief executive officer 
(“CEO”), and the National Department  
of Public Works, as Deputy Director- 
General: National Public Works Programme.  
Dr Gwagwa recently semi-retired from her 
role as CEO of Lereko Investments Proprietary 
Limited, a BEE investment vehicle that she 
co-founded in 2005. Dr Gwagwa holds a 
Masters degree in Town and Regional 
Planning from the University of KwaZulu-
Natal, an MSc (cum laude) from the London 
School of Economics and Political Science,  
an MPhil from St Augustine College and a PhD 
in Development Planning from the University 
College of London
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Executive directors

Schalk Venter (53)

Managing Director
Schalk was appointed to the Afrox Board on 
18 May 2015 and assumed the role of 
Managing Director. 

He joined Chemical Service’s Chemserve 
Systems in 1991 as a junior sales 
representative and went on to serve as 
Managing Director of several subsidiaries of 
the Group before he was promoted to the 
Chemical Services Executive and joined the 
Board in 2006. Thereafter, he was appointed 
Chairperson of several subsidiaries, including 
Nulandis, Resinkem, Duco Speciality Coatings 
and Chemfit. In 2010, he was promoted to 
executive for AECI, and in 2012 he was 
promoted to Managing Director of AECI’s 
biggest subsidiary, AEL Mining Services. 

Schalk has a higher national diploma in 
analytical chemistry from Tshwane University 
of Technology and attended the advanced 
management programme 107 at INSEAD 
Business School.

Schalk is a member of the SET and SHEQ 
Committees and an invitee to the Audit and 
NGMR Committees.

Matthias Vogt (46)

Outgoing Group Financial Director
Matthias was appointed to the Afrox Board on 
1 August 2017 and assumed the role of Group 
Financial Director. He resigned with effect 
from 31 March 2020.

He joined The Linde Group in early 2007 as 
senior corporate controller for regions Europe 
and Africa, where he assisted with the 
development of The Linde Group’s controlling 
and reporting to meet the needs of the 
executive Board and capital markets. Since 
2010, he held several senior positions with 
The Linde Group including Head of The Linde 
Group’s outsourced global shared services 
before joining Afrox in 2015 as General 
Manager of Finance. During this time Matthias 
gained broad experience in transforming 
organisations and business processes. 
Further, he has a strong finance and 
commercial background and understands 
the needs of dynamic and changing 
business environments. Prior to joining The 
Linde Group, he held several finance 
management positions within Siemens AG 
for almost six years.

Matthias attended the University of Oxford 
SAID Business School and is a graduate in 
business and administration (audit, tax and 
controlling) from the Rosenheim University of 
Applied Sciences as Dipl – Betriebswirt (FH).

Matthias is an invitee to the Audit Committee.

Magnus Stenglin (32)

Incoming Group Financial Director
Mr Stenglin joined Afrox in February 2020 as 
Finance General Manager and brings a wealth of 
relevant experience to his new role as Group FD. 

Mr Stenglin joined Linde, Afrox’s holding 
company, during 2011 as an Analyst in the 
Mergers & Acquisitions department. He 
executed several small-cap bolt-on acquisitions 
and supported the financial workstream in the 
Due Diligence department for Linde’s 
acquisitions of US based Homecare provider, 
Lincare Holdings Incorporated and Air Products’ 
Continental-European homecare business. From 
mid 2013 to mid 2015 Mr Stenglin held a 
position as Senior Financial Analyst for Linde in 
the North America region, headquartered in 
New Jersey, and he drove the automation of the 
planning & forecasting process through the 
implementation of a state-of-the-art business 
performance management software.

Since 2015 he has held a number of senior 
finance positions with Linde’s Operating 
Segment EMEA, supporting the antitrust 
approval process with the European 
Commission for Linde’s merger with its  
United States based competitor Praxair, 
forming Linde plc. Subsequently, he drove  
the integration of Linde plc’s management 
reporting and planning activities with a strong 
focus on Capital Markets requirements.  
During this time at Linde plc, Mr Stenglin 
gained broad experience in driving automation 
of procedures using modern tools to ensure 
high quality information for efficient decision 
making. Furthermore, he has a strong 
international background and understands  
the needs of dynamic and changing business 
environments. Mr Stenglin holds a Diploma in 
Finance (Major) and Chemistry (Minor) from 
Technical University of Munich
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Form of proxy

African Oxygen Limited
(Incorporated in the Republic of South Africa) (Registration number 1927/000089/06) 
(JSE share code: AFX)
(NSX share code: AOX) 
ISIN: ZAE000067120
(Afrox or the Company)

Due to the COVID-19 (Coronavirus) outbreak and the measures put in place by the South African Government in response to the Coronavirus, particularly 
the restrictions in regard to public gatherings, the annual general meeting of the Company to be held at 10:00 on Tuesday, 30 June 2020 (AGM) will be 
conducted entirely through electronic participation.

This form of proxy is for use by shareholders holding registered share certificates and shareholders who have dematerialised their share certificates 
and have elected “own name” registration through a Central Securities Depository Participant (CSDP) or broker at the AGM.

If you are a shareholder entitled to attend, speak and vote at the abovementioned AGM you can appoint a proxy to attend, vote and speak in your 
stead. A proxy need not be a shareholder of the Company.

If you are a shareholder and have dematerialised your share certificate through a CSDP or broker, and have not selected “own name” registration in 
the sub-register maintained by a CSDP, you must not complete this form of proxy, but must instruct your CSDP or broker to issue you with the 
necessary authority to attend the AGM or if you do not wish to attend, you may provide your CSDP or broker with your voting instructions in terms of 
the custody agreement entered into with your CSDP or broker.

I/We (full name(s) in block letters)

of (address in block letters) 

Telephone (work) Telephone (mobile)

Telephone (home) Email 

being a shareholder/shareholders of ordinary shares in the Company, hereby appoint (see note 3):

1. or failing him/her

2. or failing him/her

the chairperson of the AGM as my/our proxy to act on my/our behalf at the AGM, to be conducted entirely through electronic participation on 
Tuesday, 30 June 2020 at 10:00 and at any adjournment thereof, as follows::

Number of Afrox shares

In favour Against Abstain

Ordinary resolutions
1. Adoption of the annual financial statements

2. Re-election/confirmation of directors

2.1 N Gwagwa

2.2 M Von Stenglin

2.3 M Von Plotho

2.4 NVL Qangule

3. Re-appointment of PricewaterhouseCoopers Inc. as the independent auditors 
of the Company and Mr H Odendaal as the individual designated auditor

4. Re-appointment of Audit & Risk Committee members

4.1 CF Wells

4.2 GJ Strauss

4.3 NVL Qangule

5. Non-binding vote on the remuneration policy

6. Non-binding vote on the remuneration implementation report

Special resolutions
1. To approve the independent non-executive directors’ fees

2. General authority to repurchase shares

3. General authority to provide financial assistance to related companies  
or inter-related companies

4. Authority to provide financial assistance in connection with the purchase  
of Company securities

Signed at on 2020

Signature of shareholder

Please read the instructions on the reverse side of this form of proxy.
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Form of proxy continued

Form of proxy – instructions
1. In a poll, a shareholder is entitled to one vote for each share held.
2. To be valid, the completed form of proxy must be lodged with the transfer secretaries of the Company, Computershare Investor Services 

Proprietary Limited, Rosebank Towers, 15 Biermann Avenue, Rosebank, 2196, South Africa by not later than 10:00 on Friday, 26 June 2020, or 
posted to the transfer secretaries at Private Bag x9000, Saxonwold, 2132, South Africa, or emailed to proxy@computershare.co.za to be 
received by them by not later than 10:00 on Friday, 26 June 2020; provided that the chairperson of the meeting may, in his discretion, accept 
forms of proxy so lodged or received after 10:00 on Friday, 26 June 2020 up until the time of commencement of the AGM.

3. 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, with 
or without deleting the words “the chairperson of the AGM”. Any such deletion must be individually initialled by the shareholder, failing which 
they will be invalid. The person present at the AGM whose name appears first on the form of proxy and has not been deleted shall be entitled 
to act as proxy to the exclusion of the persons whose names follow.

4. Any alterations or corrections to this form of proxy have to be initialled by the relevant signatory(ies).
5. Each shareholder is entitled to appoint one or more proxies (who need not be a shareholder(s) of the Company) to attend, speak and vote 

(either on a poll or by show of hands) in place of that shareholder at the AGM.
6. Voting instructions for each of the resolutions must be completed by filling in the number of votes (one per ordinary share) under the “In Favour”, 

“Against” or “Abstain” headings on the form of proxy. If no instructions are filled in on the form of proxy, the chairperson of the AGM, if the 
chairperson is the authorised proxy, or any other proxy shall be authorised to vote in favour of, against or abstain from voting as he/she deems fit.

7. A shareholder or his/her proxy is entitled but not obliged to vote in respect of all the ordinary shares held by the shareholder. The total number 
of votes for or against the ordinary and special resolutions, and in respect of which any abstention is recorded may not exceed the total number 
of shares held by the shareholder.

8. Documentary evidence establishing the authority of a person signing this form must be attached to this form of proxy unless previously 
recorded by the transfer secretaries of the Company or waived by the chairperson of the AGM.

9. This form of proxy is to be completed only by those shareholders who either still hold shares in a certificated form, or whose shares are 
recorded in their “own name” in electronic form in the sub-register.

10. Shareholders whose dematerialised shares are held in the name of a nominee and wish to attend the AGM must contact their CSDP or broker 
who will furnish them with the necessary letter of authority to attend the AGM. Alternatively, they must instruct their CSDP or broker as to how 
they wish to vote. This has to be done in terms of the custody agreement between the shareholder and the CSDP or the broker.

11. The completion and lodging of this form of proxy does not preclude the relevant shareholder from attending the AGM and speaking and voting 
at the AGM, electronically, to the exclusion of any proxy appointed by the shareholder.

12. The chairperson of the AGM may accept or reject any form of proxy which is completed and/or received which is not in accordance with these 
instructions, provided that he/she shall not accept a proxy unless he/she is satisfied as to the manner in which a shareholder wishes to vote.

Transfer secretaries’ office
Computershare Investor Services Proprietary Limited
Rosebank Towers, 15 Biermann Ave, Rosebank, Johannesburg, 2196  
(Private Bag x9000, Saxonwold, 2132)  
Email: proxy@computershare.co.za

Summary of rights contained in section 58 of the Companies Act
In terms of section 58 of the Companies Act of South Africa, 71 of 2008, as amended (the Companies Act):
•  a shareholder of a company may, at any time and in accordance with the provisions of section 58 of the Companies Act, appoint any individual 

(including an individual who is not a shareholder) as a proxy to participate in, and speak and vote at, a shareholders’ meeting on behalf of such 
shareholder;

•  a proxy may delegate her or his authority to act on behalf of a shareholder to another person, subject to any restriction set out in the instrument 
appointing such proxy;

•  irrespective of the form of instrument used to appoint a proxy, the appointment of a proxy is suspended at any time and to the extent that the 
relevant shareholder chooses to act directly and in person in the exercise of any of such shareholder’s rights as a shareholder;

• any appointment by a shareholder of a proxy is revocable, unless the form of instrument used to appoint such proxy states otherwise;
• if an appointment of a proxy is revocable, a shareholder may revoke the proxy appointment 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 relevant company;
•   a proxy appointed by a shareholder is entitled to exercise, or abstain from exercising, any voting right of such shareholder without direction, 

except to the extent that the relevant company’s memorandum of incorporation, or the instrument appointing the proxy, provides otherwise; and
•  if the instrument appointing a proxy or proxies has been delivered by a shareholder to a company, then, for so long as that appointment remains 

in effect, any notice that is required in terms of the Companies Act or such company’s memorandum of incorporation to be delivered to a 
shareholder must be delivered by such company to:

 – the relevant shareholder; or
 –  the proxy or proxies, if the relevant shareholder has: (i) directed such company to do so, in writing and (ii) paid any reasonable fee charged  

by such company for doing so.
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Corporate information

African Oxygen Limited
(Incorporated in the Republic of South Africa)

Registration number: 1927/000089/06
ISIN: ZAE000067120
JSE code: AFX
NSX code: AOX

Registered office
Afrox House, 23 Webber Street, Selby, Johannesburg 2001
PO Box 5404, Johannesburg, 2000
Telephone +27 (0) 11 490 0400

Auditors
PwC 
4 Lisbon lane, Waterfall City, Jukskei View, 2090
Telephone +27 11 797 4000

Company Secretary
Cheryl Singh (BProc LLB MBA)
Afrox House, 23 Webber Street, Selby, Johannesburg, 2001
PO Box 5404, Johannesburg, 2000
Telephone +27 (0) 11 490 0400
Fax +27 (0) 11 493 1580

Transfer Secretary
Computershare Investor Services Proprietary Limited
Rosebank Towers, 15 Biermann Avenue, Rosebank, 2001
PO Box 61051, Marshalltown, 2107
Telephone +27 (0) 11 370 5000
Fax +27 (0) 11 370 5271/2

Sponsor in South Africa
One Capital
17 Fricker Road, Illovo, 2196
Telephone +27 (0) 11 550 5000
Fax +27 (0) 86 538 4299

Sponsor in Namibia
Namibia Equity Brokers Proprietary Limited 

Directors
S Venter (Managing Director), M Vogt* (Group Financial Director), 
J Pannikar*** (Chairperson), M von Plotho*, CF Wells**, NVL Qangule, 
GJ Strauss, N Fakude

* German ** British *** American

Website
www.afrox.co.za

Stakeholder enquiries
Stakeholder enquiries may be addressed per e-mail to  
corporate.communication@afrox.linde.com
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