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Results for the half-year, ended 

28 February 2018

Group

Results
PROPRIETARY. Any use of this material without specific permission 

of Consolidated Infrastructure Group Limited is strictly prohibited
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Copyright of information contained in this document is owned by Consolidated Infrastructure Group Limited (“CIG”). You may use this

information and reproduce it in hard copy for your own personal reference use only. The information may not otherwise be reproduced,

distributed or transmitted to any other person or incorporated in any way into another document or other material without the prior written

permission of CIG.

Information in this document is given by us in good faith and has been taken from sources believed to be reliable. We make no

representations that the information contained in this document inaccurate, complete or fair and no reliance should be placed on it for any

purpose whatsoever.

The information contained herein is not intended to serve as financial or other advice. CIG shall not be liable for any loss or damage suffered

by any person or company using or relying on any information and/or opinions contained herein.

CIG does not make any representation regarding any other sources, which may be referenced in this document and accordingly accepts no

responsibility for the content or use of such sources or information contained therein. CIG shall not be liable to any party for any form of loss

or damage incurred as a result of any use or reliance on any information contained in such sources or any sources which can be accessed

through this document.

Disclaimer
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Optimising the long term capital structure
CIG’s management team, together with the Board, have been considering a capital injection into the Group, which will enable the 

reorganisation and optimisation of the capital structure over the long term

Protect the 

sustainability of 

operations
Establish a sustainable long-term 
capital structure

Enable the 

turnaround of Conco
Right-size the company whilst 
maintaining the right senior 
personnel

Restructuring of 

stressed 

businesses
Restructure planned in Conco 
to correctly size business and 
in Tractionelto allow for 
market pressures

Fund growth in high 

potential 

businesses
CIGencoand Conloghave 
potential to generate 
significant annuity revenue 
given the right investment and 
focus

What will the funds be used for?3

Capital injection
Entered into agreements with 

Fairfax Africa Investments 
Proprietary Limited (“Fairfax”) 
to implement a transaction to 

support these objectives

How will we achieve this?2

What is our objective?1

Maximise value for 

shareholders
Unlock value for shareholders
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Capital injection

R1.1bn

Rights offer - R800m

Conditions

• Rights offer at R4.00 per share

• 75% CIG shareholder approval required

• Whitewash resolution requested by 

Fairfax to waive obligation to make 

mandatory offer to all shareholders, in the 

event that the rights offer takes Fairfax’s 

total interest to >35%

• 50% CIG shareholder approval required for 

whitewash

The proposed capital injection consists of three components – an upfront loan, a rights offer to CIG shareholders, and an option

to convert the upfront loan to CIG shares (at the Funder’s option, to be approved by shareholders)

Overview of the proposed transaction

Upfront loan - R300m

Conditions

• Term of loan 1 year 

• At prime plus 4% coupon rate

• If conversion rights are approved, loan will be a 

5 year loan at prime plus 2%

Conversion option on 

upfront loan
Conditions

• 75% CIG shareholder approval required

• Convertible within 5 years of loan disbursement

• Convertible at R5.20 per share

18th May

Transaction 

announcement on SENS

2018¹

Up to 5th Jul

Drafting of circular 

and JSE review

9th Jul

Posting of circular

6th Aug

CIG shareholder 

meeting

7th Aug -28th Aug

Rights offer period

28th Aug

Share settlement 

and closing

Note 1: All dates are provisional  
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1. Cover short term capital and liquidity requirements

The capital injection will firstly be utilised to ensure the short term liquidity commitments of the business can be met, as well as 

enabling some of the critical amendments required to Conco

Notes redeemable over 
next 18 months

Conco restructuring costs

Ongoing capex spend

Servicing of debt

• A R204 million repayment is required in March 2019 under 
the Domestic Medium Term Note Programme (DMTNP), as 
per the debt standstill agreed to in covenant waiver

• An additional R239 million of notes mature in June/July 
2019

• Restructuring the business will require an injection
• Legacy challenges still exist (invoicing, project execution)
• Potential for Conco cash generation shortfalls over the 

short-term

• The businesses need to continue to operate which will 
require capex

• Over and above the capital repayments, interest 
payment on outstanding debt needs to be serviced

1

2

3

4

Rationale for the proposed transaction (1/3)

Cash flow generation 

over short-term

Continued 

management 

focus areas

Debt settlement over 

medium-term

Timing of capital 

deployment

Economic cost of the 

transaction
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1. Cover short term capital and liquidity requirements
• Notes redeemable over next 18 months

• Conco restructuring costs

• Ongoing capex spend

• Servicing of debt

2. Meet long-term capital requirements

The capital injection will further be used to optimise the capital structure over the long term

Cash flow generation 

over short-term

Continued 

management 

focus areas

Debt settlement over 

medium-term

• Payments of R302 million are required in FY2020 and 
R197 million in FY2021, which will settle the amounts 
outstanding in the current DMTNP

• With the DMTNP closed out and funders 
established, CIG has the opportunity to ensure 
optimal capital structure 

• Conlog is pursuing annuity revenue growth  through 
the introduction of their leasing platform

• CIGenco has project opportunities commencing in 
FY2019

Long term capital 
structure1

Normalise cost of debt2

Investment into annuity 
income businesses3

Rationale for the proposed transaction (2/3)

Timing of capital 

deployment

Economic cost of the 

transaction
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1. Cover short term capital and liquidity requirements
• Notes redeemable over next 18 months

• Conco restructuring costs

• Ongoing capex spend

• Servicing of debt

2. Meet long-term capital requirements
• Long term capital structure

• Normalise cost of debt

• Investment into annuity income businesses

3. Unlock value for shareholders
• Looking ahead, a re-energised sustainable Conco will be well positioned to take 

advantage of the improved outlook in South Africa as well as selected opportunities across 

Africa, particularly in areas of clean energy

• Continued investment into the other businesses will unlock their growth potential

• With this focus and investment, CIG can return to trading at a more realistic intrinsic value

Lastly, the capital is required to unlock the value contained within the various businesses for CIG shareholders

Rationale for the proposed transaction (3/3)

Cash flow generation 

over short-term

Continued 

management 

focus areas

Debt settlement over 

medium-term

Timing of capital 

deployment

Economic cost of the 

transaction
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The proposed transaction allows a healthy cashflow position that can be forecasted over the next two years

Implication on cashflow

The R1.1bn capital injection take care of liquidity requirements over the next circa 12 months, optimise 

the long-term capital structure and enable a number of attractive organic investment opportunities to be 

pursued over the next circa 2 years.

Sources of capital Uses of capital

Indicative 
operational 
cash flow

Fairfax loan
Rights Offer 

proceeds
Total capital

Notes 
payable

Reduction of 
overdraft 
and trade 

debt

Indicative 
maintenance 

capex

Indicative 
net finance 

cost

Long-term 
investments

Residual 
gross cash
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Cost saving

Restructuring

Go-to-market

Project management

Initiatives taken in Conco
Conco’s management team is highly focused on driving five key initiatives through the war-room intervention – significant traction 

has been seen to date, with a clear understanding of what still needs to be done

Third party spend

• Onsite executive oversight delegated to Jannie Hooman

• Issued section 189 notice to begin restructuring 

• Restructuring business from regional to functional

• Targeting to achieve a 2%-5% cost saving, through negotiations 

of preferable terms

• Renegotiate payment terms

• Negotiate major spend items

• Project Cost Management Module (PCM) improved to provide an 

early warning on project variances

• Scope adjustments will be approved by the contract acceptance 

committee

• Tender adjudication committee implemented for work >R40 million

• Upskilled the estimating team and under continuous monitoring

• Strict project criteria constructed to avoid low margin work

• Reduce headcount by two thirds 

• Four year cost analysis completed

• Overhead costs reviewed and cut (travel, rent, etc.) 

Restructure to reduce costs and 

gain efficiencies of shared services 
Targeted saving: R150m

Provide transparency on projects to 

ensure the success of current and 

future projects
Targeted saving: R50m

Reduce bloated and unnecessary 

costs 
Targeted saving: R50m overheads 

and R100m interest

Streamline and reduce input costs 

procurement negotiations
Targeted saving: R50m

Centrally coordinated tender and 

estimating teams
Increase margins to 15%

War room workstream Description Initiatives
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High Major initiatives taken to correct the course of 

the business

Conco will continue to experience difficulty while it 

absorbs the restructuring costs and the legacy of old 

contracts 

High Tough macroeconomic conditions continued 

to hinder growth within AES

A correction in the oil market and stability in the political 

environment is expected, although timing is uncertain

Medium Revenue remained flat, although external 

factors affected the margins of the business 

Reformatory steps taken to return margins to previous 

levels

Medium Flat revenue year with pressure on margins, 

coming off a high base
Demand remains uncertain into the future

Medium Negatively affected by conditions in Conco 

and reduction in parastatal contracts 

ConcoES is focussed on diversifying its revenue split by 

a broader range of private sector, non-Conco clients

Medium Large growth in revenue as the business 

gained traction in a number of new markets

Various opportunities for diversification across regions 

and business models being considered

Low Marginal drop in revenue, but growth in 

annuity income 

The large number of OEM contracts coming up for 

tender and the signing of the IPPs create potential for 

CPM

Low Business development is required after 

closing out of first full value chain product

Looking to expand operations across Sub-Saharan 

Africa, but understand the competitive nature of the 

market space

Snapshot of all companies

Review OutlookSignificance

The businesses have felt the brunt of a challenging macro economic environment in multiple countries, as well as the micro 

factors that have not been managed well
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The loss in Conco was a result of the following, amongst others: delays and overruns as a result from the restructuring process, 

additional bad debt provisions required, claims on warranties and equipment, and historic conservative margin assessments. It 

should be noted that these affect the profitability but has a less excessive impact on cashflow.

Consolidated financial performance
The Group results were overwhelmed by the disappointing performance in Conco

Note 1: “Oil and Gas” segment is comprised of the investment in AES which is an equity accounted joint venture. Income is recognised separately from the operations of the rest of CIG.

Note 2: “Corporate” segment serves the Group in providing management assistance for which fees are allocated intra-group. 

Note 1 Note 2

2017 HY

2018 HY

33 

10 

HY2017 HY2018

Income from 
equity-accounted 

investment 

CIG Revenue

-52%

HY2018: R1 304m 

HY2017: R2 699m

Power Order Book

-11%

HY2018: R5 500m 

2017 (end): R6 200m

-336%

CIG EBITDA

HY2018: -R774m

HY2017: R328m

-789
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Consolidated earnings
Losses driven by the power segment led to a HEPS loss of 341.7 cents per share

Note 1: The HEPS adjustment of circa 271 cents is due to the goodwill impairment of R398m for Conco and fair value adjustment in AES of R134m.

PAT HEPS 
HY2018

-692%
HY2018

-408%

Major difference between EBITDA and 

PAT: Goodwill impairment of R398m for 

Conco and fair value adjustment of 

R134m for AES caused significant 

decreases

The events in Conco were the main 

reasons for the decline in HEPS. 

Within Corporate, the Conco

impairment and FX caused an 

additional decrease.

HY 

2017
Note 1

HY 

2018

HEPS (cents)Profit After Tax (R’m)

Dilution

HY2018: - R1 203m
HY2017: R203m

HY2017 result

HY2018 result

HY 

2018

Decrease

Increase

HY2018: - 341.7
HY2018: - 612.9 
HY2017: 111.1
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Mid-term focus areas

Objective Result

C
a

p
it

a
l

Focus on funding

• Ensure covenants are met and funders 

are satisfied over the next 18 months 

Focus on capital allocation

• Embed cultural adoption of a focus on 

capital efficiency within Conco by 

placing senior executives on site

More efficient use of 

capital and no 

contract breaches 

T
e
a
m

Focus on management capabilities

• Ensure capabilities to manage the 

business are entrenched 

Focus on morale and culture

• Continue to operate on a decentralised 

basis to contain the “Conco crisis”

Better management 

and team retention

P
ip

e
li
n

e

Focus on renewables

• Capitalise on round 4 REIPPP in Conco, 

CIGenCo and CPM

Focus on diversification

• Grow non-power sectors while 

consolidating in Conco

Higher renewables 

sales and better 

conversion rates

Our focus in the medium term is weighted towards ensuring efficient use of capital within the entities and ensuring liquidity is

maintained at the Group level

2

Team

Triangular 

paradox

1

Capital

3

Pipeline
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L O C A T I O N

First Floor, 30 Melrose Boulevard, 

Melrose Arch 2196

T E L E P H O N E

+27 11 280 4040

E M A I L

info@ciglimited.co.za

W E B S I T E

www.ciglimited.co.za


