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Group financial Performance
The Group reported a net profit after tax of R354 million
compared to a net loss after tax of R621 million in the prior
year. The substantial improvement is largely attributable to
the improvement in the gross profit margin, cost reduction,
higher investment income, reduction in the rehabilitation
provision and decrease in income tax expenses

R11,7 billion

R

R2,6 billion

NPAT

OPEX

R354 million
157% better than prior year

Various Stakeholder engagements
took place in support of Growth &
Sustainability, Energy
Indaba/DOE, DMR, SOEs, Banks

BBEE Targets were exceeded :
-SFF – 88% of discretionary spend
(Target 20%)
-PetroSA – 95% of discretionary spend
(Target 80%) however still remains at
Level 7 (Limited ED Spending)

SHEQ

No safety concerns at SFF and
AEMFC with PetroSA recording DIFR
of 0.79 Various initiatives to improve
Safety Culture at PetroSA Were
initiated “Stand Down” & ‘Boots for
Safety”.

R17,2 billion

39% higher than prior year

0,47% higher than
prior year

REVENUE

Stakeholder Engagement

Transformation

10% higher than prior
year

CAPEX

No major activity in the Group’s
capital projects with PetroSA
having a successful partial
Refinery Upgrade contributing
to cost savings

CAPITAL
PROJECTS

CASH

R 285 million
54% lower than prior year

Group Score Card

•
•
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ERM Risk Plan

The Group incurred irregular
expenditure of R17 million during the
2017/18 financial
The Group incurred fruitless and
wasteful expenditure of R15.6 million
during the 2017/18 financial year

Irregular & Fruitless & Wasteful expenditure

Not Achieved

FEMALE

27%

Partially Achieved
Achieved

MALE

73%
Total
0%

20%
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CEF Group CSI initiatives
 In pursuit of the vision of becoming a significant player within the energy sector, the CEF Group
remains committed to sustainable development. We aim to align our corporate objectives with our
performance as a corporate citizen.
 It is against this background that the CEF Group implements initiatives to advance the quality of life of
historically disadvantaged communities central to the Group’s CSI philosophy.

 During 2017/18, a total of R98 million was spent in supporting development initiatives, covering the
following key focus areas:
 community development,

 education,
 environment,
 health and
 sustainable development.
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CEF also did refurbishment of Holly Cross nursery and pre-school in celebration of Mama
Albertina Sisulu Centenary
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Audit Outcomes
and Management
Action Plans
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Audit outcomes
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Action Plan regarding AG findings
The actions to address all findings and audit observations are in progress and some are concluded. The actions to address the major findings are as
follows:
Key Finding Areas (emphasis by the AG)

IT Systems and Control :
1. There are no formal documents completed and signed to
grant access to new personnel to the critical financial
systems of the organization.
2. During the audit of the IT systems and policies, it
was found that the IT Policies listed below were either
still in draft form or not reviewed and formally approved
by the Board:
• The IT Security policy was not reviewed during the
period under review.
• The Program Change Management policy was in
draft format.
• The IT Access policy was in draft format.
• The Patch Management policy was in draft format.
IT Governance:
1. The process for the implementation of an Information
Technology Governance framework was inadequate
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Root Causes

1. HR Personnel controls the granting and
termination of access to the VIP system and
not the IT personnel due to Payroll
confidentiality concerns.
Inadequate record keeping of the access
documents is due to weaknesses in the IT
Access Policy
2. The CEF board did not review nor approve
the policies. This is due to the expected
changes to be made on the IT documents
post the finalization of the common IT
platform for CEF and its subsidiaries.

1. The CEF board reviewed the IT
Governance framework and Information
System Framework but did not approve
them. This is due to the expected changes
to be made on the Frameworks post the
finalization of the common IT platform for
CEF and its subsidiaries.

CEF Group Actions in 2017/18

• User Access Management is being addressed
as part of the overall IT Policy review exercise
• An independent service provider to be
appointed to review and update all IT policies,
including user access management.
• After policy approval by Board, IT
management to update and get supporting
procedures and forms (e.g user access
request form) EXCO approved.

• Plans are in place for the establishment of a
CEF Group common IT Platform, after which IT
policies, Information Security and Governance
Frameworks will be re-reviewed.
• Until then, CEF to appoint service provider to
review and update these artefacts according to
best practice.

Action Plan regarding AG findings Continued
The actions to address all findings and audit observations are in progress and some are concluded. The actions to address the major findings are as
follows:
Key Finding Areas (emphasis by the AG)

Regular Reporting: Material misstatement of annual
financial statement

Root Causes

Lack of regular reporting by
the group

CEF Group Actions in 2017/18

• Improve the capacity by recruiting a group accountant who will be
responsible for ensuring that the group reporting is free of material errors
• Introduce hard close reporting

• Activate the CFO forum

Compliance Monitoring: non-adherence to company
policies

Override of controls by
management

• Align the reporting structure of the quarterly report to the annual financial
statements
 Establishment of the loss control function
 Update policies and procedures
 Incorporate policy update in employee performance contracts
 Institute consequences management

Effective Leadership
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Inadequate consequences
for poor performance and
transgressions

 Ongoing capacitation of the leadership team to strengthen effective
leadership across the Group. Focus on key measures. In an effort to
improve Group oversight and improve accountability, a Group Performance
Management system is being procured that will integrate strategy,
operations and individual contribution towards company objectives.

CEF Group Overview
& Prevailing
conditions
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About CEF - Current Mandate, Vision, Mission of CEF
 The Mandate of CEF is derived from the
CEF Act (No 38 of 1977) and the Ministerial
directives issued thereafter. The mandate
is in essence is to contribute to the
security of energy supply for the country.

 The Vision of CEF is to be a leading
diversified energy company that
provides sustainable energy solutions
for Southern Africa by 2040. This way
CEF contributes to national energy
security.

 The Mission of CEF is to grow our
footprint in the energy sector, to be the
catalyst for economic growth and
energy poverty alleviation through
security of supply, and access to
acceptable (affordable) energy in
Southern Africa

The Role of CEF:
 Contribute to security of energy supply by providing affordable, reliable, diverse use of primary energy resources
and contribute to economic development and alleviate poverty in an environmentally responsible manner.
 Be a strategic partner to the Department of Energy for providing insights in support of policy development and
regulation,
 Be a financially sustainable company that can be relied on to support the implementation of policies and
programmes of the Department.
 Reduce the country’s over dependence on multinationals.
 Align with government’s broad objectives (NDP) and act as a vehicle for economic growth, poverty alleviation and
economic transformation.
This will be done through the acquisition, exploitation and manufacture of appropriate energy solutions [from coal, oil,
gas and renewable energy resources] to meet the future energy needs of South Africa, the SADC and the subSaharan African regions.
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CEF Group operates across the Energy Value Chain
PETRO SA – Oil and Gas Exploration & Production
• Ghana & All indigenous oil and gas opportunities
• Strategic Partnerships

PASA - Promotion, Licensing and Regulating the
exploration and production of the country’s natural oil and
gas resources.

SFF

Petro SA

iGas-

 Tankage/Strategic
Stocks

Project Development

Gas and Gas
infrastructure

 Logistics Infrustructure
Petro SA

Acquisition of
exploration rights and
search for hydrocarbons
below earth’s surface
Developments of oil
fields and extraction of
hydrocarbons from
reserves

GTL Refinery
Operations

The movement &
storage of
hydrocarbons using
pipeline & ships & value
chain maximisation
The refining, processesing and
blending of hydrocarbons to
make fuels & chemical products

PetroSA :
Marketing and supply of finished products
to end users to fuel economic activity &
Future Downstream Acquisitions

AEMFC – Mining/coal-In support of Power Generation
Slide 14
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Energy Projects Division (EPD) – Renewable power projects, biofuels and clean energy projects

Legislative Framework
Key Acts
 Public Finance Management Act (PFMA), 1999
and regulations, including public private
partnership (PPP) regulations
 Companies Act, 2008
 Petroleum Products Act, 1977
 Petroleum Pipelines Act, 2003
 Gas Act, 2001
 Electricity Act, 1987
 CEF Act, 1977
 Mineral and Petroleum Resources Development
Act, 2008
 Mineral and Petroleum Resources Development
Amendment Bill, 2013
 National Energy Act, 2008
Slide 15
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Energy sector planning
 Integrated Resource Plan for Energy, 2010
 Energy Security Master Plan, 2007
 Draft Strategic Stocks Petroleum Policy and
Draft Strategic Stocks Implementation Plan
 Integrated Energy Plan (draft)
 Liquid Fuels Master Plan (draft)
 Draft Gas Utilisation Master Plan
 Regulations regarding the mandatory
blending of biofuels with petrol and diesel,
2012
 National Development Plan of 2011
 Gas Amendment Act
 National Environmental Management Act
 Operation Phakisa

Denotes current changes or impact to the Group

Prevailing conditions
Global
•

•

•
•

•
•
•
•
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Tensions between the USA and North Korea
escalated, with the leaders of the two
countries exchanging threats
The war in Syria continued to drive rifts
between allies as the threat of wider spread
conflict in the Middle East
Brent Oil spot prices average $55 a barrel in
2017 and $70 a barrel in 2018
OPEC and non-OPEC members agree to
extend production cuts for nine months; oil
prices slump 4%
Government policies are playing a growing
role in driving private spending
For the financial markets and the global
economy, 2017 has been a pretty good year.
Continued concerns around Brexit
implications
Increase in global clean energy investments
that were mainly driven by China

Operational

Local
•

•

•

•

Despite a brief recession and bleak
predictions for 2017, the South
African economy pulled out some
surprises and posted a higher than
expected GDP growth rate for the
year in 2017.
Challenging economic environment as
a result of contracting economic
growth towards which led to a
technical recession heightened the
prospect of a credit rating downgrade
to junk status
Growing concerns in 2018 that SA
policy uncertainty could push
economy to recession in second
quarter
South Africa's economy grew by 0.8%
in 2018

•

•
•
•

PetroSA operated at far reduced
indigenous gas levels due to reducing
gas reserves while supplementing its
production with condensate from the
market
Leadership changes both at Group and
at Shareholder level.
Group Strategy review and analysis
activities
Initiatives to improve leadership
capabilities and address vacancies

CEF Group Business
Performance against
predetermined
objectives
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Balance score card performance (1/2)
Key Performance Areas

Key Performance measures

Core Strategic measures

Barometer

•

Challenges with the achievement of
the Financial sustainability measures as
a result of operational challenges at
one of biggest subsidiaries, operational
challenges with our mining activities
and overall challenging business
environment.

•

The Growth projects were delayed as
they must go through the respective
project
stage
gates
before
implementation.

•

Preparatory work undertaken on
developmental projects for later
execution

Financial sustainability
Profitability
Solvency
Growth Projects

Commercial Viability

Milestone

Market share
Strategic Projects

Developmental and social impact

Developmental Agenda
Transformation
BEE Scorecard
18

Source: CEF Annual Integrated report,2018

Complete

Not complete

Partially Achieved

Balance scorecard performance (2/2)
Performance in terms of governance and enabling environment/ operational excellence met or exceeded targets
Key Performance Areas

Key Performance measures

Barometer

Enabling strategic measures
Governance model

•

Great progress made in governance
related initiatives to address identified
gaps and have the right governance
framework in place.

•

Operational excellence activities related to
the Group strategy review process

•

Development
Proposition

•

The Brand equity initiatives continue to be
work in progress with management
approvals of key deliverables.

Group governance Index
Internal controls

Governance

Risk maturity index
Audit Opinion
Operational Excellence (technology,
knowledge, innovation, business process)
Operational
Excellence Index

Enabling Internal
Environment/Operational
Excellence

Human Capital
HPO Index
Stakeholder management

External operating
environment
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Source: CEF Annual Integrated report,2018

Brand equity
Stakeholder and communications
Index

of

an

Employee

Value

Key Drivers of Business Performance
Operational stats
Petroleum products (MMbbls)-Sales
Leased out space for crude oil tanks
Coal Sales(Volume in tons)
Tank rental (US cents)-/bbl/Month
Salary increase (%)
Head count
GP Margin
Operating profit/(loss) margin
Net profit/ (loss) margin
Asset turnover (operating assets)
Return on capital employed
Return on equity
EBITDA Margin
Gearing ratio: Debt to equity
Gearing ratio: Interest bearing debt to equity (as
per NT guidelines)
Current ratio
Operating Cashflow ratio
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2018
10
71%

2017
10
93%

1,4 million
10
7
1862
10%
-8%
3%
1,57
1%
3%
8%
59%

1,4 million
10,7
7
1976
5%
-8%
-5%
1,19
-2%
-5%
1%
60%

12%
2,9
0,35

6%
2,8
0,18

CEF Group Performance by Company
Profit/(loss) for the year by business segment
Figures in Rand thousand

Group

Revenue

11 652 946

-11 720

10 418 304

Cost of sales

-10 516 391

-278

-10 212 112

Gross profit

639 573
-

458 452
-304 001

16 099
-

-

132 197
-

41

-

-

-

41

-

4

-

-11 998

206 192

639 573

154 451

16 099

-

478 074

-2 774

323 338

10 529

115 466

28 078

-

-2 587 845

462 233

-1 319 015

-720 299

-184 684

-635 213

-25 045

-113 466

-51 485

-871

-973 216

447 461

-789 485

-70 197

85 233

-591 036

-25 045

22 164

-51 440

-871

1 057 608

-444 339

381 908

332 774

12 042

372 146

16 269

15

2 152

Income from equity accounted investments

356 060

356 060

Finance costs

-573 637

96 540

-546 589

-21 075

-4 993

-97 399

Profit (loss) before taxation

-133 185

455 722

-954 166

241 502

92 282

-316 289

359 590

Taxation

487 053

-27 385

-46 807

-10 619

Profit (loss) for the year

353 868

64 897

-363 096

348 971

Operating expenses
Operating profit (loss)
Investment revenue

11
455 733

-

571 853
-382 313

-

241 502

-

-

384 641

132 197

Renewabl
e energy
(CCE and Other
ETA)
(OPC)

1 136 555

Other income

21

Oil and gas Rental of
Coal
Intercompany Petroleum ( storage
mnining
transaction
PetroSA)
tanks (SFF) (AEMFC)

Licensing
and data
Holding
Gas and gas for
Company infrastructure exploration
(CEF)
(iGas)
(PASA)

3 433

-

-

-

-

-6

-115

-

-

38 318
38 318

-51 425
-51 425

1 281
1 281

CEF Group Performance- Statement of Profit or Loss (1)
Statement of Profit or Loss

Profit (loss) for the year

Figures in Rand thousand

 The Group reported a net profit after tax of R354 million .compared to a net loss
after tax of R621 million in the prior year. This was due to improvement in the
gross profit margin, cost reduction, higher investment income, reduction in the
rehabilitation provision and decrease in income tax expenses.

31 March 2018 31 March 2017

Revenue

11 652 946

11 598 017

-10 516 391

-11 037 774

1 136 555

560 243

478 074

342 084

-2 587 845

-1 862 601

-973 216

-960 274

1 057 608

943 062

356 060

300 280

Finance costs

-573 637

-572 878

Profit (loss) before taxation

-133 185

-289 810

Taxation

487 053

-331 010

Profit (loss) for the year

353 868

-620 820

Notional interest

439 594

534 339

Profit (loss) excluding the notional
interest

793 462

-86 481

Cost of sales
Gross profit
Other income

Operating expenses
Operating profit (loss)
Investment revenue

Income from equity accounted
investments
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Gross profit
 The group’s gross profit margin substantially increased, by 102%, from 5% to
10%.
 The increase is attributable to improved gross profit margin for PetroSA Ghana
and the GTL Refinery.
Operating profit/ (loss)

 The Group generated an operating loss of R973 million (2016/17: R960 million)
due to higher non-cash expenditure, such as depreciation, amortisation, fair
valuation movements, foreign exchange losses and impairment.
 The Group reported total net impairment of R290 million in 2017/18 compared
to the net reversal of impairment of R578 million in 2016/17.

 Gross impairment is mainly attributable to the impairment of Petrosa Ghana
assets and GTL refinery by R1.9 billion (2016/17: R620 million).
 Reversal of impairment is mainly attributable to the reduction in the
rehabilitation provision by R1.7 billion (2016/17: R1.7 billion).

CEF Group Performance- Statement of Profit or Loss (cont’d)
Statement of Profit or Loss

Operating profit/ (loss) continued…

Figures in Rand thousand
31 March
2018

31 March
2017

11 652 946

11 598 017

-10 516 391

-11 037 774

1 136 555

560 243

478 074

342 084

-2 587 845

-1 862 601

-973 216

-960 274

1 057 608

943 062

356 060

300 280

Finance costs

-573 637

-572 878

Profit (loss) before taxation

-133 185

-289 810

Taxation

487 053

-331 010

Profit (loss) for the year

353 868

-620 820

Notional interest

439 594

534 339

Revenue
Cost of sales
Gross profit
Other income
Operating expenses
Operating profit (loss)

Investment revenue
Income from equity accounted
investments

Profit (loss) excluding the notional
interest

23

793 462

-86 481

The Group generated EBITDA (Earnings before Interest, Taxation, Depreciation and
Amortisation) of R880 million (8% margin) compared to the prior year of
R119 million (1% margin).
Investment Revenue
Investment income: interest earned on cash invested of R1 billion (2016/17: R943 million)
and share of profits from associates of R356 million (2016/17: R300 million). Increase in
interest earned is due to higher cash generated from operating activities and deferment
of major projects.
Finance costs
The finance costs for the Group are R574 million in 2017/18 and R573 million in 2016/17.
The finance costs are comprised of the following:
 notional interest in the rehabilitation provision of R440 million (2016/17: R534 million).
Which represents the unwinding of discount/time value of money.
 interest on the borrowings (RBL) of R47 million (2016/17: R28 million); and
 interest on the finance lease of R79 million (2016/17: RNIL). PetroSA Ghana entered into
a finance lease during the year.
Profit (loss) for the year
The Group generated a net profit of R354 million in 2017/18. Profit due
decrease in deferred tax liability.

CEF Group Financial Position

Assets

Statement of Financial Position as at 31 March 2018
Figures in Rand thousand

 The total non-current assets for the current year are R11.8 billion which is a
decrease of R1.9 billion compared to prior year, this is mainly due to:
 Depreciation of PetroSA Ghana production assets of R1.9 billion;

31 March 2018 31 March 2017

 Impairment of PetroSA Ghana production assets of R1.05 billion;
Decrease countered by newly acquired assets of R1.1 billion

Assets

The Group reported current assets of R21 billion during the current year. The
assets increased by R1.3 billion from the prior year mainly due to the cash
generated from operations.

Non-Current Assets

11 842 853

13 738 594

Current Assets

21 125 523

19 791 916

34 333

88 639

33 002 709

33 619 149

13 589 453

13 444 461

 The Group reported equity of R13.6 billion during the period. Equity
increased by R141 million due to the net profit generated of R354 million.
Increase countered by the declaration of the investment in PASA as a
dividend in specie(R229 million).

Non-Current Liabilities

12 080 263

13 129 537

Liabilities

Current Liabilities
Liabilities of a disposal group
Total Liabilities
Total Equity and Liabilities

7 314 508
18 485
19 413 256
33 002 709

7 026 236
18 915
20 174 688
33 619 149

Non-current assets held for sale and assets
of disposal groups
Total Assets
Equity
Total Equity
Liabilities

Equity

The Group reported non-current liabilities of R12 billion during the current
year. The non-current liabilities decreased by R1 billion from the prior year
mainly due to the following:
Decrease countered by the acquisition of production assets of R850 million.
Current liabilities increased by R288 million due to the dividend in specie and
finance lease liability.
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CEF Group financial Position (cont’d)
Liquidity and Solvency

Statement of Financial Position as at 31 March 2018
Figures in Rand thousand

31 March 2018

31 March 2017

Non-Current Assets

11 842 853

13 738 594

Current Assets

21 125 523

19 791 916

34 333

88 639

Total Assets

33 002 709

33 619 149

Equity
Total Equity

13 589 453

13 444 461

Non-Current Liabilities

12 080 263

13 129 537

Current Liabilities
Liabilities of a disposal group
Total Liabilities
Total Equity and Liabilities

7 314 508
18 485
19 413 256
33 002 709

7 026 236
18 915
20 174 688
33 619 149

Assets

Non-current assets held for sale and
assets of disposal groups

Liabilities

 The Group continues to maintain a positive cash position,
achieved
through
cost
reduction,
working
capital
management, low debt financing and resource optimisation.
The Group has sufficient cash resources to fund its short-term
debt and working capital requirements through cash generated
from operations, banking facilities and retained cash.

 The target for the CEF Group gearing ratio is set at 40:60 (Interest
bearing debt:Equity and Reserves). The actual ratio at 31
March 2018 was 12%:88%. The ratio is well within the target that
was set by National treasury as a condition for the approval of
the Reserve Based Lending and the Trade Finance Facility.
 Based on liquidity and solvency, the CEF Group has headroom
to grow its investment portfolio by deploying its cash resources
to sustenance, growth and diversification projects.

CEF Group Cash Flow Statement

At 31 March 2018, the Group had cash of R17 billion. The
cash balance increased by R1.4 billion compared to prior
year, mainly attributable to the following:

Statement of Cash Flows

Figures in Rand thousand
31 March 2018 31 March 2017

 capital investments of R285 million;

Cash flows from operating activities
Net cash from operating activities

2 468 178

1 237 637

Cash flows from investing activities
Net movement from investing activities

-284 863

-623 670
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 repayment of external debt of R174 million; and
 effect of exchange rate movement on cash balances
of R518 million.
Restricted Cash

Cash flows from financing activities
Net cash from financing activities

-173 725

-238 014

Total cash movement for the year

2 009 590

375 957

Cash at the beginning of the year

15 694 839

15 736 342

-518 421

-417 460

Total cash at end of the year

17 186 008

15 694 839

Less restricted cash

-5 826 581

-6 136 304

Total cash excluding restricted cash

11 359 427

9 558 535

Effect of exchange rate movement on cash
balances

 cash generated from operating activities of R2.5 billion;

The restricted cash of R5.8 billion is comprised of the
following:
 Proceeds from the sale of strategic costs of R3.38 billion;
 Abandonment/environmental rehabilitation of R2.37
billion; and
 Other cash held on behalf of third parties of R75.5
million

CEF Group Cash Flow Statement (cont’d)
 Cash Flows from Operating Activities
Statement of Cash Flows
Figures in Rand thousand
31 March 2018 31 March 2017
Cash flows from operating activities
Net cash from operating activities

2 468 178

1 237 637

 Cash Flows from Investing Activities
Cash spent on investing activities for year is R285 million. This relates to
expansions at PetroSA Ghana.
 Cash Flows from Financing Activities

Cash flows from investing activities
Net movement from investing activities

Cash generated from operating activities for the year is R2.5 billion
which is an increase of R1.3 billion compared to prior year. The increase
is mainly due to the increase in EBITDA and investment income.

-284 863

-623 670

Net cash from financing activities

-173 725

-238 014

The cash outflow from financing activities for the year is R173 million. This
relates to the repayment of R38 million towards the finance lease
liability and R97 million to the reserve-based lending facility by PetroSA
Ghana

Total cash movement for the year

2 009 590

375 957

 Effects of Exchange Rate Movement on Cash Balances

Cash at the beginning of the year

15 694 839

15 736 342

-518 421

-417 460

17 186 008

15 694 839

Cash flows from financing activities

Effect of exchange rate movement on cash
balances
Total cash at end of the year
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The strengthening of the rand had a negative impact on the cash
balance resulting in a downward adjustment of R518 million in the
current financial year. This is attributable mainly to the proceeds on the
sale of strategic stock, which are held in a dollar denominated
account.

Business overview (1)

PetroSA
• The successful execution of the statutory
refinery shutdown.
• The successful re-start of the FO10 well to
ensuring that the Life of Field (LOF) is
achieved in the plan through.
• Improved PetroSA cash balances against
projected losses.
• PetroSA transformation (preferential
procurement) target achieved with 95.5%
• compared to a target of 70-80%.
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SFF
• The Saldanha Terminal successfully
completed
their
ISO
14001:2015
transition audits with only 3 minor finding.
• Storage enquiries
from
based
companies for
occupation were received.

European
immediate

• The storage price benchmarking study
was completed and
implemented with
the affected customer.
• The storage price benchmarking study
was completed and implemented .

Business Overview (2)

iGAS

AEMFC

• IGAS exceeded its dividend target of R132M
and achieved R346.25M for the 2017/18 FY.

• The first coal out of Chilwavhusiku coal
delivery to Eskom was achieved on 28 March
2018 as part of Growth agenda.

• IGAS remains a cash-positive company
and is therefore positioned for more growth
in the gas market.

• Onsite laboratory became functional with all
the required equipment.

•

Some IGAS staff will be deployed to SASOL
as part of capacitation.

• Plant also was completed and started crushing
second week of March.

• IGAS is progressing its development of a
project business model

• The safety records have been maintained
with no lost time injuries nor fatalities for Q4
of 2017/18.
• Employment equity is ahead of target
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Business Overview (3)

CEF SOC & EPD
• The Department of Energy announced that the power purchase agreements for the REIPPs
would be signed on 14 March 2018.
• CEF SOC a successful National Energy Indaba for our shareholder, the DOE. The Indabaevent is likely to be repeated annually as per strong suggestion from the participants and
other key players.
• The pattern of continued active engagement with subsidiaries and joint work is steadily
yielding fruit as seen through steady improvement quarter-on-quarter on the Group scorecard.

• Completion of the CEF Group Integrated Annual Report presentation to the PCE.
• With the cooperation and assistance of Wits University Business School, CEF has
launched two development programs one for executives and another for senior
managers. These indicatives are part of the Group capability development.
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Strategic Risks & Root Cause Analysis
RISKS RESIDUAL EXPOSURE

OBJECTIVES IMPACTED BY RISKS

Growth& suistanability

20%
40%

40%

Extreme

Governance

Moderate

50%

High

Strategtic Partnership
& Leadership

30%
10%

EXTREME RISKS ARE:

 Financial sustainability
 Security of supply
 Strategy Definition and Execution
 Funding
31

Innovation & Business
excellence

10%

Growth and sustainability objective is mostly impacted by 40% while
Innovation is at 10%. Root causes that need joint effort to address the
identified risks from the Group:

Depleted cash reserves
Limited projects pipeline for cash generation
Inadequate SHEQ systems
Leadership vacancies
Operating model not configured to capture synergies

Irregular / Fruitless
And Wasteful
Expenditure
The Group is committed to sound financial governance through compliance with the PFMA and by preventing
irregular expenditure and fruitless and wasteful expenditure.
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Group Irregular expenditure
 The
Group
incurred
irregular
expenditure
R17 million during the 2017/18 financial.

Fruitless and wasteful expenditure
of

 The Group incurred fruitless and wasteful expenditure of
R15.6 million during the 2017/18 financial year.

 The details mainly relate to salary and rental costs
expenditure made paid without an agreement and
without following company policies or relevant legislation.

 The details of the current year amount are shown in the
table and R14 million of this amount has been
condoned.

 The cumulative opening balance mainly relates to R2.2
billion incurred in relation to sourcing of the feedstock
where PetroSA could not comply with the preferential
procurement policy framework act as it was not feasible
to procure feedstock from local suppliers.

 The cumulative opening balance mainly relates to:

 .

Corrective
Measures
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 CEF SOC R8.94 million which was incurred for
Interest and Penalties - SARS (Tax and Vat) as result
of the VDP process
 SFF R3 million for Interest incurred on a letter of
credit.

As part of corrective measures, investigations were undertaken and appropriate
action to recover any losses and address areas where weaknesses in our
systems have been identified were resolved. The Procurement process was
tightened & recruitment policy revised.

Priority Feedback
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Priority Feedback 1
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SFF Stock
Rotation

The CEF Group has lodged an application in the Western Cape High Court to set aside the
disposal of the strategic crude oil stock on the grounds that the disposal was unlawful , invalid
and unconstitutional. Should the court rule in favour of CEF Group, SFF would have to repay the
proceeds from the transactions as well as all storage income received from the buyers from the
date of transfer , including all interest earned and other associated costs . The estimated total
amount repayable at 31 March 2018 is R3.7 billion based on the prevailing foreign exchange
rate between the Rand and US$. The opposite is true in the event that the court rules in favour
of the buyers. CEF through the SFF Board will proceed in line with the recommendations of the
forensic report.

Leadership
Vacancies &
Capacitation

Various initiatives undertaken in 2018 to address the leadership capacitation and to manage the
vacancies:
Capacitation: Senior Leadership & Middle Management Development Programme with leading
with WITS Business school to equip the leaders of today and tomorrow amid a VUCA
environment.
Vacancies: Interviews held for a number of the vacant roles across the Group and final decisions
will be made soon in line with the new Group strategic direction.

Priority Feedback 2

Transformation

Governance
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This matter continues to be work in progress with PetroSA having exceeded the
transformation targets through Supplier Development programs and Procurement
Targets. This is in line with the Group Strategy and the focus on Youth Empowerment and
Economic transformation. A much broader Group process in line with Vision 2040+ will
address the various transformational initiatives including the number of females in senior
leadership roles.

The Group is strengthen governance with centralized portfolio management and ensuring
that all intended projects createe shareholder value and assist with synergies across the
Group

Overview of PetroSA Emergency Plan
EMERGENCY PLA PETROSA
1.0

Business of Today

1.1
Stakeholder
Management

1.2

1.5 Strengthen

1.6

sales &
Business Dev

1.9 Optimize
feedstock
Strategy

Group Support

Institute
Consequence
Management

1.10

Financial
Cash
Preservation

1.3
Infrastructure
Plan

1.4

1.7

1.3
1.8

Partnership
1.4 Strategy

1.11
Group Shared
Services

Leadership stabilization and capacitation
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2.0

Deployment of
external Refinery
Team

Accelerate coinvestor strategy

1.3
1.12
Cash Collection
Cycle

2.2

2.1

Value Chain
Optimization

2.4
2.2

Business of Tomorrow
2.3

Downstream
Presence

Bolt-on

Business
Integration

The PetroSA Emergency Plan is a rapid 7
month project
that seeks to address a
3.0
number of operational challenges through
high impact intervention as stabilize the
3.1
3.3
3.2
organization and create the necessary
headroom. It is split long technical,
commercial and human capital solutions

Way Forward
&
Future Strategy
Context
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Rapidly Changing Landscape
• The energy market is being disrupted by new technologies and fourth industrial revolution which
directed our plan to be Energy 4.0 Compliant
• The negative impact of energy use on the environment is influencing national energy policies across
the world and its impact on our legislative framework and plans going forward.
• The gas market is expected to grow significantly with the highest recent gas discoveries being in the
SADC region.

1. The External
Context

• The renewable energy market is expected to grow exponentially
• Eskom decommissioning plan will see significant declines in coal usage especially after 2030 thereby
increase the renewable and gas energy exponentially.
• Energy security is threatened by volatile commodity prices

• The gas condensate find by Total in South Africa bodes well for South Africa though first gas / oil is 7 –
10 years away
• CEF Group financial sustainability has been in decline in recent years.
• The biggest entity in the group, PetroSA, is running out of cheap indigenous feedstock and is in a
financial precarious situation.

2. The Internal
Context

• PetroSA continues to lose market share, particularly in the petroleum industry whilst the Group
continues to rely on interest income
• The investments in RE have been delayed therefore the financial returns expected from these projects
have not materialise.
• Weak project pipeline and ineffective project execution hampers the growth of the Group

• New capital projects will require significant financial investments and have long lead times.
• Strategic irrelevance and poor value proposition has hindered progress
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Vision 2040+ “beyond security of energy supply … re-igniting the SA economy”
• Thinking beyond security of energy supply and is a Group Commercially Driven Strategy
• Conceptualizes the economic and social possibilities that are created when affordable and accessible
energy becomes are reality.

• Reimagining the role of energy is driving exponential progress and growth
• Collaboration initiatives for the creation of energy solutions from a Continental and Regional perspective.
• The creation of a Embracing technological advancements & fast pace of the 4th Industrial Revolution.
• Articulates the business of today and the business of tomorrow.
• Provides clarity on how we transition from current state to future state.
• Anchored on the Group Strategic Themes
• Continuous strategy that evolves as market dynamics change (strategy next)
• Places Growth at its core
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Who does CEF want to be?
“Beyond Energy”
Indicators

DRIVERS

DESIRED FUTURE STATE
•

An integrated energy company that delivers value in an integrated and commercially sustainable
manner within requisite legislative framework

•

An exponential organisation that is an employer of choice and a responsible corporate global citizen

•

Significant contributor to the country’s GDP and energy poverty reduction

•

A dependable and capable partner to other organisations and the state, supporting the development
of (rare/new) skills required for the country’s energy transition

•

Active and significant player across the energy value chain, with a substantial position in downstream
activity

•

Pioneer and thought leader in energy policy development and knowledge advisory
Leader of the transition to clean fuels

•

An innovation leader which leverages market intelligence, reliable data and 4IR technologies to
advance the future of the energy sector

Diversified
revenue
streams

Source: CEF Energy strategy 2019

Commercialis
ation of new
technologies

 Average returns of more
than 15% on projects and
investments.
 Double current asset value
 Presence in the continent/
region
 Diversification of
investment and project
portfolio
 Engaged workforce

•

PetroSA
Emergency
Plan

 25% Market share across
the Downstream fuels, coal
and gas.

 Brand value

Partnerships
across the
continent

Appropriate
funding
model

Greenfields
refinery
development

Clearly
defined value
proposition

Efficient
operating
model

• Leader in the adoption
of new energy
technologies
• Meaningful
transformation
initiatives

Vision 2040+ Phases
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PHASE 1

PHASE 2

PHASE 3

The need to stabilize the
Group and deal with
strategic key objectives
that will have maximum
impact. The stabilization
of the Group is essential
in setting the desired
foundation for the next
phase and giving us the
required headroom to
advance. Key to this
phase is the PetroSA
Emergency Plan,
Regional & Continental
Growth Strategy &
Energy 4.0

Transitioning process
to the desired new
state as articulated in
the strategic and
operational plans. This
process becomes a
step change and
characterized by
intense change
management
processes, new Group
Operating model and
the integration of
business across the
value chain.

Acceleration of key
strategic initiatives to
keep ahead of a
rapidly changing
internal and external
landscape and to
support the national
strategic agenda. The
phase is driven by agile
systems, processes,
governance structures
and key resources and
the overall adoption of
Energy 4.0
technologies

PHASE 4

In line with changing
market dynamics the
need to refocus the
strategy to align with
the internal and
external dynamics

Underpinning the Strategy is the CEF Group Business Development Growth Agenda

Conclusion
 Although the CEF Group is faced with strategic challenges from a sustainability perspective as a
result of the operational performance of our biggest subsidiary PetroSA we are confident that the new
Group Strategy Vision 2040+ will provide the right foundation for exponential growth and long term
sustainability.

 The new strategic direction will facilitate rapid diversification of not only our portfolio but the Group
revenue streams. It is premised on creating a coherent Group Value Proposition that is anchored on
scale, integration, operational excellence and strategic partnership.
 Vision 2040+ provides a foundation for the possibilities for economic growth beyond security of
energy supply from national, regional and continental perspective
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It is about a long term solution for the refinery
It is about improving our market position and relevance through scale
It is about commercial growth through transformation
It is about creating new possibilities as we embrace technological
advancement

P
a
g
e
4
4

ThankYou
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