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NURTURING THE SEEDS  
OF OUR SUSTAINABILITY

In our last Annual Report, we likened the first 
10 years of PetroSA’s existence to a period 
of ‘preparing the soil and planting the seeds’ 
from which would stem the future  
sustainability and growth of our  
organisation.

• The past year has been a period of tending this 
‘garden’, feeding and nurturing those seeds as they 
begin to take root, and removing any weeds that may 
otherwise have negatively affected the health of our 
young ‘plants’.

• This organisational sustainability is core to our ability as 
a National Oil Company (NOC) to realise our long-term 
vision and deliver on our mandate, irrespective of the 
local and global economic environment in which we 
operate or the challenges we face.

• It is for this reason that our primary focus during the past 
year has been on projects and initiatives that will sustain 
all areas of our business going forward and enable 
us to deliver on our other key strategic deliverables, 
particularly growth and transformation.

• This report offers evidence of the work that has 
been done, over the past year, to encourage such 
sustainability and ensure a flourishing and robust future 
for the benefit of all PetroSA’s stakeholders.
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The 2014 PetroSA Integrated Annual Report (or “integrated 
report”) offers a comprehensive review of our company’s 
performance, challenges and opportunities during the 2013/14 
financial year.

This report provides our stakeholders with an insight into 
our recent financial, operational, social and environmental 
performance as well as ongoing efforts to create sustainable 
value going forward. 

Scope and boundary 
The integrated report provides information on PetroSA’s 
main business operations, functions, projects, investments 
and joint ventures. The report narrative (pg 5 to 83) 
combined with the summarised consolidated annual 
financial statements (pg 85 to 91) provide all information 
relevant to our stakeholders and required to comply with the 
relevant reporting standards we subscribe to.

About this report

These capitals are listed as:

Financial capital

Operational capital

Intellectual capital

Human capital

Social and relationship capital

Natural capital

Materiality
To ensure that this report, is accurate, relevant and 
consistent, the reporting process is informed by the 
key material issues impacting on, or impacted by, the 
business. The responsibility for determining such materiality 
is ultimately held by the PetroSA Board. The process is 
informed by:

• comprehensive collaboration and input involving 
relevant PetroSA internal and external stakeholders;

• business and operational priorities;

• key strategic focus areas; and

• detailed and ongoing assessment of risks and 
opportunities.

Reporting structure and 
frameworks
Every effort has been made to align to the integrated 
reporting requirements of the King III Code of Good 
Practice. The report also conforms to the standards 
and requirements of the South African Companies 
Act 71 of 2008. 

PetroSA has taken due cognisance of the 
recommendations of the International Integrated 
Reporting Council (IIRC) published in its Consultation 
Draft of the Integrated Reporting Framework in 2013 
in which it suggests a reporting approach built around 
the six key ‘capitals’ or inputs and resources utilised 
by an organisation to create and store value.

Assurance 
Assurance regarding the contents of this report is achieved 
through an internal assurance process. 

At an internal level, the Group Chief Executive Officer 
(GCEO) takes ultimate responsibility for the correctness 
and relevance of the contents of the report, however, the 
executive management provides assurance that it has 
implemented, monitored and managed all relevant controls, 
compliance, governance and reporting requirements. 
This ensures the reliability and integrity of the information 
presented in this report.

External assurance of our financials is provided by the group’s 
external auditors, and an extract of their audit opinion can be 
found on page 87 of this report.

Going forward, we will continue to work towards fully 
aligning all our reporting, including our Integrated 
Annual Report, as closely as possible with the 
relevant frameworks, codes and standards applicable 
to our industry. 
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List of Abbreviations and Acronyms used 
in this report
BARC Board Audit and Risk Committee
B-BBEE Broad-Based Black Economic Empowerment
BMF Black Management Forum
BPMC Business Performance and Monitoring Committee
BRM Business Risk Management
BUSA Business Unity South Africa
CCGT Combined Cycle Gas Turbine
CEF Central Energy Fund
BUCC Business Unit Compliance Champion
COD Conversion of Olefins to Distillate
COO Chief Operating Officer
CPI Consumer Price Index
DoE Department of Energy
EE Employment Equity
EEF Employment Equity Forum
EIA Environmental Impact Assessment
EMAC Executive Management Assurance Committee
EWRM Enterprise Wide Risk Management
EVP Employee Volunteering Programme
FEED Front End Engineering and Design
FLNG Floating Liquefied Natural Gas
FPSO  Floating Production Storage and Off-loading
FSRU Floating Storage and Regasification Unit
GAAP Generally Accepted Accounting Practices
GAC Group Assurance Committee
GCEO Group Chief Executive Officer
GCFO Group Chief Financial Officer
GMDP Gas Marketing and Development Period
FPSO Floating Production Storage and Off-loading
GRM Gross Revenue Margin
GSC Growth and Strategy Committee
GTL Gas-To-Liquid
HC Human Capital
HCC Human Capital Committee
ICTSC Information Communication Technology Steering Committee
IDC Industrial Development Corporation
IFRS International Financial Reporting Standards
JSA Joint Study Agreement
JV Joint Venture
KwaDF KwaNonqaba Development Forum
LPG Liquefied Petroleum Gas
LNG Liquefied Natural Gas
MPRDA Mineral and Petroleum Resources Development Act
NDP National Development Plan
NIPP National Industrial Participation Programme
NMMU Nelson Mandela Metropolitan University
NOC National Oil Company
PASA Petroleum Agency of South Africa
PetroSA The Petroleum Oil and Gas Corporation of South Africa SOC Limited
PICC Presidential Infrastructure Co-ordination Commission
PPPFA Preferential Procurement Policy Framework Act
PFMA Public Finance Management Act
SABS South African Bureau of Standards
SAPIA South African Petroleum Industries Association
SEAS Sustainable Education and Skills
SEC Social and Ethics Committee
SFF Strategic Fuel Fund
SHEQ Safety, Health, Environment and Quality
SOC State Owned Company
SOE State Owned Entity
SST Sustainable SEAS Trust
TCP Technical Cooperation Permit
TFR Transnet Freight Rail
ULP Unleaded Petrol
VP Vice President
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our business

About us

The Petroleum Oil and Gas Corporation of South Africa SOC Limited (PetroSA) was formed in 2002 through the merger of 
Soekor E and P (Pty) Limited, Mossgas (Pty) Limited and parts of the Strategic Fuel Fund (SFF), a subsidiary of CEF SOC Ltd. 

PetroSA is the country’s NOC and is registered as a commercial entity under South African law. CEF (PetroSA’s shareholder), is 
wholly owned by the State and reports to the Department of Energy (DoE). 

Our mandate

As South Africa’s NOC, PetroSA is mandated to operate as an integrated commercial entity and create value for its 
shareholder and all its stakeholders. Delivering on the mandate goes beyond contributing to the national economy through 
tax and dividend payments. Our mandate includes making a significant contribution towards advancing the broader national 
objectives of the South African Government such as economic growth, job creation and industry transformation for the 
ultimate benefit of all the country’s citizens.

We produce ultra-clean, 
low-sulphur, low-aromatic  

synthetic fuels and 
high-value products

Has produced 
~70 MMbbl crude oil 
and 1 Tcf of natural 

gas to date

Our talent for innovation 
is recognised globally, 

as we continue to develop and 
own award winning 

GTL technology

Our Vision 2020 Strategy 
is consistent with the 

National Development Plan 
(NDP)

Over ten years, we have  
spent approximately  

R340 million on various  
community projects 

Owns the world’s first  
GTL refinery.  

The Mossel Bay GTL refinery 
is now the world’s third 

largest

PetroSA employs  
1900 staff

Our business spans  
the entire petroleum  

value chain

As the National Oil Company,  
we are industry leaders  

in transformation,  
championing national  

objectives in the petroleum  
industry
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our business

Stewardship

Honesty

Integrity

Respect

Transparency

HIGHLIGHTS
FOR THE 2013/14
FINANCIAL YEAR

OUR VALUES

OUR MISSION

OUR VISION

To be the leading 
provider of hydrocarbons 

and related quality 
products by leveraging 

our proven technologies 
and harnessing our 
human capital for 

the benefit of all our 
stakeholders

To be the leading African  
energy company

Safely and successfully completed the 
statutory shutdown of our GTL Refinery, 
resulting in a cost saving of  
R42 million compared to budget.

Progress was made on FEED studies 
aimed at establishing the optimal location 
for the importation of LNG.

Signed a Technical Cooperation Permit 
(TCP) for Block 3A/4A (offshore South 
Africa in the Orange Basin) with Sasol 
(PetroSA: 50% and Sasol: 50%).

Drilled the longest horizontal Well  
(1.7 km) at a depth of 3 600 m, a first in 
South Africa.

Exceeded our targets for preferential 
procurement by a very pleasing 101.7% 
against a target of 50% for the year.

Made significant progress in decreasing 
fruitless and wasteful expenditure from 
R31 million in the previous period to 
R6 million for the period under review. 

Revenues improved by 12% year-on-year 
from R18.9 billion to R21.2 billion which 
contributed to a positive gross margin.

Achieved an operating profit before 
impairment of R2.2 billion (2013: 
R983 million operating profit) in the year 
under review.

Our financial position remains firm with total 
assets of R34 billion (2013: R35.7 billion) 
and an available cash balance of 
R5.5 billion as at 31 March 2014  
(2013: R7.4 billion).
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our business

Organisationsal structure

FINANCE
GCFO

GCEO

Office of the GCEO
Internal Audit
SHEQ
Risk and Compliance
Legal Service
Company Secretariat

OFFICE OF THE COO
Chief Operating Officer

CORPORATE AFFAIRs  
& sHARED sERVICEs
VP: Corporate Affairs  

& Shared Services

HUMAN CAPITAL
VP: Human Capital

NEW VENTUREs 
MIDsTREAM

VP: New ventures 
midstream

NEW VENTUREs 
UPsTREAM

VP: New ventures 
upstream

CORPORATE PLANNING  
& sTRATERGY 

VP: Corporate Planning  
& Strategy

OPERATIONs
VP: Operations

TRADING, sUPPLY  
& LOGIsTICs

VP: Trading Supply  
& Logistics

PetroSA Board
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our business

What we do

1. Exploration and production of oil and natural gas locally and internationally. Locally, we operate the FA-EM, 
South Coast gas fields and the Oribi and Oryx fields. We continue with our exploration and development initiative off the 
South Coast of South Africa, known as Project Ikhwezi. The project seeks to secure additional feedstock to sustain the 
company’s Gas to Liquids (GTL) refinery. In addition, we have exploration acreage on the west coast of South Africa. 
Internationally, we have exploration acreage in Equatorial Guinea and production acreage in Ghana (PetroSA Ghana).

2. Production of synthetic fuels from offshore gas. The GTL refinery produces ultra-clean, low-sulphur, low-aromatic 
synthetic fuels and high-value products converted from natural methane-rich gas and condensate using the unique GTL 
Fischer-Tropsch technology. Key commodities we produce include unleaded petrol, diesel, kerosene, fuel oil, propane, 
LPG, export distillates and alcohols.

3. Development of domestic refining and liquid fuels logistical infrastructure. As part of our efforts to ensure the 
security of energy supply, we are leading the charge to develop a world-class mega refinery in Coega, Eastern Cape, 
together with its associated logistical infrastructure.

4. Marketing and trading of oil and petroleum products locally and internationally. We sell most of our fuel and fuel-
related products to major oil companies operating in South Africa. These also include high-value speciality chemicals 
sold in the local and international markets.

PetroSA Head Office
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our business

Petro SA has formed multiple partnerships with international 
players across the value chain.

Our Global Footprint

NORTH AMERICA

SOUTH AMERICAGLOBAL FOOTPRINT
E&P
Marketing
Offices
GTL Mossel Bay Refinery & Depots

International Footprint



11 | PetroSA Integrated Annual Report 2014

our business

MIDDLE EAST

PetroSA Ghana

PetroSA Equatorial 
Guinea

RSA West Coast  
development

South Coast development (incl. Ikhwezi)Cape Town Office

GTL Refinery
Johannesburg Office

Mozambique Office

Office in Rotterdam
The Netherlands

EUROPE

FAR EAST
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our business

Our Strategy

Our strategy is underpinned by Vision 2020 which focuses on making us a fully integrated, commercially competitive NOC, 
supplying at least 25% of South Africa’s liquid fuel needs by the year 2020.

We plan to achieve our vision through a concerted focus on the following four key strategic focus areas:

1. Sustainability: Our focus on sustainability is premised on the need to ensure stable and diversified income sources that 
prevail into the future. This is inextricably linked to sustaining our GTL refinery as a key platform for growth.

2. Growth: Building PetroSA into a significant player and leader in the South African petroleum industry, thereby 
contributing to the security of the country’s energy supply.

3. Transformation: Driving change within our organisation, the petroleum industry and within broader society.

4. SHEQ: Operating in an environmentally sustainable and socially responsible manner by remaining committed and  
adhering to world-class Safety, Health, Environmental and Quality (SHEQ) standards.
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our business

Operating safely, and in an 
environmentally and socially 
responsible manner.

Adhere to world class 
SHEQ standards.

SUSTAINABILITY

GROWTH

TRANSFORMATION

SHEQ

Sustain, stabilise, execute, 
build confidence.

Add reserves; add refining 
capacity; increase cleaner 
fuels; enter downstream; 
grow market share; 
diversify income streams.

Achieve organisational 
and societal 
transformation.

Position organisation for 
competitive growth.

K
E

Y
 F

O
C

U
S

 A
R

E
A

S

To be a sustainable, fully integrated,  
commercially competitive National Oil Company  

supplying at least 25% of South Africa’s liquid fuel needs by 2020.

Project Ikhwezi; 
Asset Development 
Programme (ADP); 
Block 9 prospects

Onshore and 
offshore exploration; 
Project Mthombo; 
Liquefied Natural Gas; 
Downstream Entry; 
PetroSA Ghana; 
Trading

Broad-Based 
Black Economic 
Empowerment 
(incl. Enterprise and 
Supplier Development; 
Employment Equity)

Technology

Governance

VISION 2020
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our business

Our key projects

Project Ikhwezi LNG Project

OVERVIEW

Initiated in 2009, Project Ikhwezi is aimed at ensuring 
the sustainability of feedstock supply to our GTL 
refinery. It involves tapping into gas reserves in our 
F-O field, located 40 km south-east of the FA production 
platform, off South Africa’s South Coast.

2013/2014 PROGRESS 

• The project received an environmental 
authorisation certificate from the Department of 
Environmental Affairs.

• The first Well, F-O9, with a horizontal reservoir 
section of 1.5 km at a depth of 3 600 m, was 
spudded in January 2013 with an excess of  
400 metres of producible reservoir being 
intersected.

• The second development Well F-O10, was 
spudded in October 2013 and has reached a 
total depth of 5 718 m. Good quality gas bearing 
sandstone has been intersected. This is the 
longest horizontal Well (1.76 km) that has been 
drilled in South Africa at a depth of 3 600 m.

LOOKING FORWARD
• The drilling of remaining Wells and the final tie-in of 

all Wells will be done during 2014/2015.

 OVERVIEW 

The project aims to explore the possibility of import-
ing LNG to supplement gas feedstock to the GTL 
refinery and for power generation. The proposal is to 
import LNG through a FLNG. The FLNG will com-
prise a breakwater and berth structure that allows a 
permanently moored Floating, Storage and FSRU to 
discharge vaporised LNG into a subsea and overland 
pipeline leading to the GTL Refinery.

2013/2014 PROGRESS 

The uptime analysis was concluded during the year and 
it highlighted that the technical and commercial viability of 
locating the LNG terminal in the Mossel Bay area will be 
challenging because of the severe met-ocean conditions.

LOOKING FORWARD

• The viability of the LNG importation project is 
dependent upon PetroSA and Eskom obtaining 
a delivered gas price that meets commercial 
thresholds. 

• Alternative locations for an LNG import terminal 
are being considered.

NUMBER OF EMPLOYEES 82
CONTRIBUTION TO 
STRATEGY 52%

NUMBER OF EMPLOYEES 46
CONTRIBUTION TO 
STRATEGY

23%
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our business

 OVERVIEW

Project Mthombo Downstream

16%

NUMBER OF EMPLOYEES 53
CONTRIBUTION 
TO STRATEGY

2013/2014 PROGRESS 
• The review of the business case for the refinery 

(including options for its configuration, the 
expected capital costs and refinery economics) 
was jointly completed and approved by PetroSA 
and its anchor partner, Sinopec. 

• High-level desktop studies were completed on 
the possible integration of LNG importation and 
the petrochemicals production with the Project 
Mthombo refinery.

LookiNG forwarD

• The discussion with partners for development of 
the feasibility study is ongoing.

Our main midstream initiative revolves around project 
Mthombo, which aims to contribute to security of energy 
supply for the country. It is a key component of critical 
infrastructure projects in the Eastern Cape, as contained 
in the National Infrastructure Plan. As such, the 
proposed refinery is set to become a major engine for 
economic development in the Eastern Cape Province.

In our pursuit to enter the downstream market we 
continued negotiations with various oil marketing 
companies during the year. These negotiations are 
currently in progress.

 OVERVIEW
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our business

Our Stakeholders

At PetroSA, we take relationships with all our stakeholders 
very seriously and strive to ensure that these relations are 
mutually beneficial.

Our internal stakeholders include:

• All our employees

• Executive management

• Labour unions

• The Board of Directors

We recognise that our greatest asset is our employees. In an 
effort to ensure our employees are briefed on developments, 
we regularly engage employees through a daily internal 
electronic bulletin, a monthly newsletter and quarterly business 
updates, which have face-to-face engagements with the 
GCEO and the executive management. There is also a forum 
to directly engage with union representatives bi-annually.

Our external stakeholder groups include, but are not limited to:

– The shareholder (CEF and the Department of Energy as 
the ultimate shareholder)

– Relevant local, provincial and national government 
departments

– Relevant regulatory authorities such as Petroleum 
Agency of South Africa

– The media (local and international)

– The national and international investment community

– Suppliers and service providers

– Organised business and industry organisations such as 
BUSA, Black Business Council, BMF and SAPIA

– Research institutions and academia

– Host communities, especially within Mossel Bay area

– Relevant Environmental groups such as REVAG

Main purpose of engagements during the year 
focused on the following drivers:

• To garner stakeholder support for all our major projects.

• To ensure that our activities are effectively 
communicated to the government and communities 
affected by our operations.

• To continuously develop and maintain positive and 
harmonious relationships.

• To make inputs to government policies, in order to 
ensure a conducive legislative framework.

Central to our company’s continued existence and success, is 
the effective engagement on our corporate strategic direction 
as well as maintenance of positive and harmonious relationships 
with all stakeholders, through formal and informal interaction.

Launch of Kimberley School project
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our business

Significant engagements during the year under review

We placed particular focus on enhancing and refining our 
stakeholder engagement initiatives. Significant stakeholder 
engagements include:

• CEF SOC Ltd  

• Department of Energy (DoE)

• Department of Mineral Resources (DMR)

• KwaNonqaba Development Forum (KwaDF)

• Shutdown contractors

• Revag Group

The DoE and CEF continue to play a pivotal role in guiding 
us towards the implementation of major projects, as well 
as in our commitment to resolving challenges. We engaged 
intensely with the DMR, with a view to substantially contribute 
to legislation that affects the hydrocarbons industry.

Engaging with the KwaDF has been necessitated by this 
community group’s heightened expectations for PetroSA to 
continuously provide employment and business opportunities 
to the local community.

Alongside KwaDF, engagements with other neighbouring 
community groups, mostly artisans, were effectively dealt 
with and resolved.

In Mossel Bay, stakeholders are engaged through the 
Community Stakeholder Forum which meets quarterly. This 
Forum acts as the platform for our community engagements and 
assists us to address issues such as community development 
projects, employment, as well as business opportunities.

We are involved in community development through Corporate 
Social Investment and Local Economic Development (LED) 
projects aligned with governments’ strategic objectives in the 
areas of education, health, environment, and socio-economic 
development. See pages 50 to 53 for more information on our 
Corporate Social Investment initiatives.
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our business

Monitoring the effectiveness  
of stakeholder engagement

The results of the annual multi-stakeholder survey conducted 
during the year under review show that PetroSA has been 
successful in its relationship-building activities.

Also worth noting is that 75.3% of respondents in the 
Eden District Municipality area had a positive perception 
of PetroSA, up from 69% a year ago. Among employees, 
PetroSA had a 70% approval rating, with employees 
generally satisfied with the company’s performance in a 
variety of areas mainly its support of transformation 
initiatives. Although employee rating had not been measured 
in the previous year, the current results are plausible.

Media engagements

The media is an important stakeholder as well as an 
important tool to disseminate information. We, therefore, take 
great care to cultivate mutually beneficial relationships with 
media proprietors. In the year under review our operational, 
financial, environmental and social development issues were 
reported in various media platforms.

       THE RESULTS 
INDICATE THAT 
THERE IS A 
SPONTANEOUS 60% 
AwARENESS LEVEL 
OF PETROSA AMONG 
A CROSS SECTION 
OF STAkEHOLDERS 
THROUGHOUT THE 
COUNTRY.

Mossel Bay refinery
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our business

We have a long-standing partnership with Eden FM, 

community radio station broadcasting in the Southern Cape. 

We sponsor Eden FM, which in turn allows us an opportunity 

to feature educational programmes and other community-

related company activities on the radio station.

We have also forged important partnerships with local 

newspapers, particularly in the Mossel Bay area, where our 

operations exist.

In the period under review, PetroSA hosted a media briefing 
session wherein key media stakeholders were invited for a 
briefing on the company’s strategy and imperatives. Media 
tours to our GTL refinery and FA Platform are held annually.

Assessment by an independent media monitoring agency, 
NewsClip, has shown that in the 2013/14 financial period, 
PetroSA garnered an Advertising Value Equivalent (AVE) of 
R56 million. The AVE is the value of free editorial coverage 
an entity is able to generate in the media in a given period.

PetroSA women employees driving innovation
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1. Sizwe Welcome Mncwango
(PetroSA Interim Chairman) 
BSc, MSc (Civil Engineering), MBA

Mr Mncwango is currently the 
Chief Executive Officer of CEF SOC 
Ltd. Prior to joining CEF, he was 
the Managing Director of Masana 
Petroleum Solutions. He has held 
various senior positions in the 
petrochemical and insurance sectors. 
He  holds directorships with Proactive 
Health Solutions and Omnia Limited. 
Mr Mncwango was appointed to the 
PetroSA Board in January 2013.

3. Fortunate Esther Letlape
BA (Hons), BAdmin

Ms Letlape has extensive experience 
in human resource management 
and was appointed to the PetroSA 
Board in April 2011. She held 
senior positions in companies such 
as SAPPI, Sasol Oil, Transwerk 
(division of Transnet), Murray & 
Roberts Construction and JIC 
Mining (a division of Mvela Mining). 
Ms Letlape chairs the Human Capital 
Committee of the PetroSA Board.

The PetroSA Board of Directors

1 3

2.  Lemuel Edwin Dumisa 
Hlatshwayo
BCom, BCompt (Hons), CTA, 
CA (SA), MBA

Mr Hlatshwayo is the Chairperson 
of Imisebe Investment Holdings, 
which he founded in 1996, 
a board member of the 
Road Accident Fund and an 
independent member of the 
Board Audit and Risk Committee 
of CEF. He joined the PetroSA 
Board in April 2013 and is 
currently chairperson of the 
PetroSA Board Audit and Risk 
Committee 

2
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6.  Andrew Conway  
Gaorekwe Molusi
BJourn, MA

A former CEO of Johnnic 
Media, Mr Molusi is a veteran 
of the media industry. He has 
also served on the Boards of 
Foneworx, Sishen Iron Ore, 
Johannesburg Tourism and 
Business Against Crime, to 
mention a few. He was also 
appointed as a Communications 
Advisor to South Africa’s first 
democratic government. He  
joined the PetroSA Board in April 
2011 and chairs the Strategy and 
Growth Committee.

6

4.  Adv Motsehoa Brenda 
Madumise
BProc, LLB, MBA, Graduate Diploma 
in International Trade Law

Adv Motsehoa Brenda Madumise is 
a legal consultant with over 25 years’ 
experience in business development 
and operations, as well as strategic 
planning and transformation. She 
has worked for a range of public and 
private organisations in a diversity of 
sectors – from mining and health to 
finance and agriculture. She served 
as Chairman of various organisations 
including Business Unity South 
Africa, and was a member of the 
Minerals and Petroleum Development 
Board. Currently, she serves as 
Chair of the National Home Builders’ 
Registration Council, Johannesburg 
City Parks Company and the Culture, 
Arts, Tourism, Hospitality and Sports 
Sector Education and Training 
Authority. Adv Madumise has been a 
member of the PetroSA Board since 
December 2012.

4

5.  Smunda Shadrack 
Mokoena
BSc (Eng.), GCC (Mines and 
Works), MBA

Mr Mokoena has over 25 years’ 
experience in the mining and 
energy sectors. He spent over 
14 years in the public sector where 
he was involved in infrastructure 
development, policy making and 
economic regulation. He has 
served on the Boards of CEF, 
NECSA, iGas and Süd Chemie 
Zeolites (Chairperson). Mr Mokoena 
was appointed to the PetroSA 
Board in December 2012.

5
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8. George Cameron Smith
BA (Hons), MA (Natural Sciences)

Mr Smith is currently a Senior 
Lecturer in Applied Geophysics 
at the University of Cape Town. 
He spent 25 years with Soekor 
in various senior management 
positions where he played 
an instrumental role in the 
development of its upstream 
activities. Mr Smith was 
appointed to the PetroSA Board 
in December 2012 and chairs the 
Business Performance Monitoring 
Committee of the PetroSA Board. 

8

The PetroSA Board of Directors (continued)

9. Musa Moment Zwane
MSc (Chem), MBA

Appointed to the PetroSA Board in 
April 2011, Mr Zwane is currently 
the  CEO of SAA Technical. Prior 
to this he spent 14 years at Sasol 
where he became the Managing 
Director of Sasol Gas. He also 
worked for companies such as 
Eskom and AECI Ltd. He is the 
chairperson of PetroSA’s Social 
and Ethics Committee.

9

7. Victor Sibiya
BCom, MBA

Mr Sibiya is currently the Director: 
Energy Planning in the Department 
of Energy. After completing his 
BCom at the University of Cape 
Town, Mr Sibiya joined Shell 
(South Africa) in 2000. In 2006, 
he became a Deputy Director at 
the Department of Minerals and 
Energy, and was then promoted 
to Senior Manager, prior to 
secondment to Sasol as Planning 
Specialist. He was appointed to 
the PetroSA Board in March 2012.

7
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1. Nosizwe Nokwe-Macamo 
(Group Chief Executive Officer) 
BSc, MSc, Petrochem Eng 
Certificate in Int. Mgmt.

Mrs Nokwe-Macamo has 17 
years’ experience in the Petroleum 
industry spanning several 
countries. Among other roles 
she has held various executive 
positions at Engen and Total.  
She later joined Government as 
the Director General of Gauteng 
Province. She has served on the 
Boards of various Companies and 
Development Financial Institutions 
in SA. She joined PetroSA as 
GCEO on 1 March 2012.

Kgadi Kekana 

BProc, MBL, EDP

Ms Kekana is an Admitted 
Attorney. She has worked with 
various leading multinational 
companies as Head of Legal, 
Compliance and Company 
Secretary in various jurisdictions 
including the SADC region, East 
and West Africa. She joined 
PetroSA on 1 December 2013.

2.  Lindiwe Mthimunye-
Bakoro  
(Group Chief Financial Officer)
BCom, MCom, CA (SA)

Mrs Bakoro joined PetroSA 
as GCFO in November 2013. 
After qualifying as a Chartered 
Accountant (SA) she started 
her merchant banking career 
with Rand Merchant Bank as a 
structured financier. She later  
founded a company providing 
infrastructure and B-BBEE 
financial advisory services. 
She has served on the boards 
of various listed and unlisted 
companies.

PetroSA Executive Directors Company Secretary

2

1
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PetroSA Executive Management

Nosizwe Nokwe-Macamo
Group Chief Executive Officer

Gustav Griessel 
(resigned 19 May 2014)
Chief Operating Officer

Lindiwe  
Mthimunye-Bakoro
Group Chief Financial Officer

Baxolile J Zwane
Acting Vice President: 
Trade Supply and Logistics

Xoliswa Hewu 
Acting Vice President: 
Human Capital

Princess Zamahlubi Luthuli
Vice President: Corporate Affairs and 
Shared Services

Kgadi Kekana 
Company Secretary
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Godwin Sweto (Contract ended 
28 February 2014)
Vice President: Corporate Strategy 
and Planning

Dr Thabo C Kgogo 
(resigned 30 May 2014)
Vice President: Operations

Darrin Arendse  
(Contract ended 
11January 2014)
Vice President: Human Capital

Andrew Dippenaar
Acting Vice President:  
New Ventures Upstream

Xoliswa Ngqongwa 
Acting Vice President: 
Corporate Strategy and 
Planning

Everton September 
(Contract ended  
31 January 2014)
Vice President: New  
Ventures Upstream

Jörn E P Falbe
Vice President: 
New Ventures Midstream
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Statement by the Interim Chairman

I am pleased to report that the company recorded an 
operating profit of R2.2 billion, however a R3.4 billion 
impairment charge against our onshore and offshore assets, 
resulted in an overall loss position of R1.65 billion for the 
2013/14 financial year.

The Board of Directors is mindful of the many diverse 
economic, social and environmental issues that impact the 
organisation, and we continue to monitor these and the way 
in which they contribute and challenge the sustainability of 
our business.

We place particular priority on overseeing the robust 
governance, compliance and risk management systems 
and processes that are embedded in the business. In so 
doing, we continue to carefully guide the company in the 
implementation of its long-term strategy, thereby ensuring 
that it delivers on its mandate of ensuring security of energy 
supply and remains on track to realise its vision of being 
Africa’s leading energy company.

Sustaining performance

Challenging market conditions prevailed during the year.  
A key component for PetroSA was the volatility of crude oil 
prices on the back of ongoing geopolitical tensions and 
slow global economic growth, particularly within many 
emerging economies, including South Africa. The domestic 
currency also did not offer any relief to the country’s import 
sectors, including PetroSA imported fuels as it depreciated 
considerably against the US Dollar. 

Transformation

This is the golden thread that runs through every aspect of 
our business and we have made great strides in embedding 
a transformation culture. The renewal of our 10-year BEE 
facilitator status, combined with our dedication to 
sustainability in all its forms, means we remain committed 

to complying with all relevant legislation that help drive the 
transformation of our sector.

The South African Petroleum Industry has undergone many 
changes during the past year, including the proposals 
made for the amendments to the Mineral and Petroleum 
Resources Development Act (MPRDA), the proposed 
introduction of the Integrated Energy Plan, the amendment 
of the Gas Act, and a proposal to introduce a Carbon Tax. 
As the NOC, we are in support of these changes.

During the year, we appointed PetroSA’s GCFO, Mrs Lindiwe 
Mthimunye-Bakoro, who has also been appointed as an 
Executive Director to the PetroSA Board.

Addressing our challenges

PetroSA’s most significant challenge is its dependency on its 
single largest revenue source from its GTL plant in Mossel 
Bay. At the time of constructing the GTL plant in 1992, the 
gas feedstock was expected to last for a period of 20 years. 
The GTL plant’s current feedstock is both diminishing and 
insufficient to run the plant at full capacity

The Board continues to provide full oversight on PetroSA’s 
main projects currently underway, the most significant of 
which remains Project Ikhwezi. While some challenges were 
experienced during the year, this critical project remains a central 
strategic component in the sustainability of the overall business.

Through the concerted efforts of all Board members, 
significant progress has been made towards restoring 
PetroSA’s stature and reputation; thanks to the successful 
completion of the majority of historical investigations into the 
company’s governance structures and the implementation 
of many of the resulting recommendations. All matters 
requiring the attention of higher investigating authorities 
have been referred and the Board and management are fully 
committed to assist when required to do so.

        PetroSA CONTINUED 
TO OPERATE SAFELY AND 
SUSTAINABLY IN THE 
FACE OF CHALLENGING 
NATIONAL AND  
GLOBAL ENERGY  
ENVIRONMENT.

 Sizwe Welcome Mncwango
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Looking forward

We have a bold vision of building a formidable NOC for the 
benefit of all South Africans. For us, the key to achieving this 
vision lies in effectively balancing our short-term capital spend 
with the realisation of the long-term benefits of our ambitious 
projects. Our financial underperformance in the past year 
serves as a reminder that we still face many challenges  
en-route to our desired destination and we will continue 
to work towards ensuring the necessary combination of 
profitability, sustainability and growth is achieved.

The past year saw the PetroSA Board take a decision 
to gradually reduce PetroSA’s international focus and 
expenditure to enable the business to intensify focus on 
achieving a leadership position in the South African markets. 
We will continue to refine this focus in the coming years in 
an effort to achieve our bold aspiration of attaining at least a 
25% share of the South African market by the year 2020.

We continue to engage with various oil marketing 
companies in our efforts for a downstream entry which is 
one of the initiatives that will enable PetroSA to meet its 

2020 vision. Great progress has been made and we hope to 
gain more traction in the coming financial year.

Appreciation

I would like to thank my fellow PetroSA Board members, the 
PetroSA Executive Management, all PetroSA staff, suppliers 
and business partners and all key stakeholders for their 
continued support during the past financial year. 

On behalf of the entire Board, I would also like to thank the 
CEF Board, the Department of Energy and the Portfolio 
Committee on Energy. Our appreciation goes to the former 
Minister of Energy, MP Dikobe Ben Martins and his team for 
support and guidance during the year. I also take this 
opportunity to welcome the new Minister of Energy, Ms Tina 
Joemat-Pettersson and the Deputy Minister Ambassador 
Ms Thembisile Majola.

Truly, together, we will continue to do more.

Sizwe W Mncwango
Interim Chairman: PetroSA

Workers at Mossel Bay refinery during shutdown operation
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Building a sustainable future

We celebrated a number of key achievements for the 
2013/14 financial year. One of the highlights was undoubtedly 
the safe and successful completion of the statutory shutdown 
of our GTL Refinery, which resulted in a cost saving of  
R42 million compared to budget. This shutdown is vital to 
the role played by our GTL refinery in the sustainability of our 
business as its performance not only contributes significantly 
to our total revenue each year, but is also key to the ongoing 
provision of indigenous gas as our primary feedstock source.

Organisational sustainability remains one of the key focus areas 
in our efforts to address the challenge of declining feedstock 
at our refinery. Several key strategic projects are currently 
underway including Project Ikhwezi, Asset Development Plan 
(ADP), importation of LNG, together with on-going domestic 
exploration and Well optimisation interventions.

• Project Ikhwezi, our five Well offshore drilling 
programme, continued to make progress during the 
financial year. We are proud to report that the sub-sea 
infrastructure for the first three Wells was fully installed. 

• We have also initiated the ADP, which considers 
additional alternatives to ensure the sustainability of  
the refinery. 

• Also during the year, progress was made on FEED 
studies aimed at establishing the optimal location for the 
importation of LNG. This project will not only increase 

gas utilisation within South Africa, but will also assist in 
addressing the security of energy supply in line with the 
objectives of the National Development Plan (NDP).

Growing our business

PetroSA Ghana Limited performed well during the financial 
year. It is expected that production will be bolstered by the 
further development of the Tweneboa-Enyenra-Ntomme 
(TEN) fields to be commissioned in 2016.

In line with our growth ambitions we continue to rationalise 
our upstream portfolio and strengthen our strategic 
partnerships with key upstream players. During the year, 
we signed a Technical Cooperation Permit for Block 
3A/4A (offshore South Africa in the Orange Basin) with 
Sasol. In addition, we hold a 24% interest in Block 2A in 
partnership with Australia’s Sunbird Energy, which contains 
the Ibhubesi gas discovery. We are excited to report that 
this project is progressing well and that a production license 
has already been obtained.

Work continues on our planned crude oil refinery project, 
dubbed Project Mthombo, to be located at the Coega 
Industrial Development Zone (IDZ) in the Eastern Cape. 
Technical work by Sinopec Engineering Incorporation 
(SEI) was completed in December 2013. This is a major 
milestone in preparation for the feasibility study. We are also 
making headway in terms of plans to enter the downstream 
market while growing our trading business.

Statement from the Group Chief Executive Officer

        PetroSA HAS HAD A 
TRYING YEAR wITH THE 
MAIN FOCUS BEING ON 
THE SUSTAINABILITY OF 
THE BUSINESS GIVEN 
THE DECLINING GAS 
FEEDSTOCk. 

 Nosizwe Nokwe-Macamo
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Transforming our society

Investing in our people remains a cornerstone of our 
transformation agenda. During the past financial year we 
continued to advance our efforts in empowering women and 
attracting people living with disabilities. In furtherance of our 
drive to empower women in the workplace, we established 
a Women’s Forum, a platform for women to discuss and 
advance issues of common interest.

We also exceeded our targets for preferential procurement by 
a very pleasing 101.7% against a target for the year of 50%.

Through our Corporate Social Investment programme we 
continue to invest in education, health and community 
development, targeting communities where we operate. 
In the past 10 years, we have donated over R340 million to 
various CSI initiatives.

Our Enterprise and Supplier Development (ESD) Programme 
has also gained traction with a number of companies 
identified for ongoing development.

Vision led, values driven

Our people are our greatest asset, a critical success factor 
in driving and achieving our objectives. I value each and 
everyone’s support and commitment which remains one of 
the building blocks for achieving our goals and vision.  
In 2013 we undertook a comprehensive values realignment 
journey, the result of which is a new set of values, namely 
Stewardship, Honesty, Integrity, Responsibility and 
Transparency. We believe these values resonate strongly 
with our employees and stakeholders and will enhance 

the creation of a robust and accountable shared corporate 
culture within our company. This, in turn, will contribute 
immeasurably to the establishment and growth of the high-
performance culture required for PetroSA to gain traction in its 
journey towards sustainable success.

Forging ahead

We remain very enthusiastic about Project Ikhwezi, which will 
enable us to operate our refinery more optimally. In the coming 
year, we will also advance technical work on other key projects, 
including LNG importation, ADP and Project Mthombo, with 
safety remaining a key focus area in all our operations.

In light of what we believe will be an improved and 
enabling regulatory environment in the petroleum sector, 
we are positioning ourselves for participation in shale gas 
exploration, while intensifying our current efforts on offshore 
upstream exploration.

Appreciation

My heartfelt gratitude goes to the PetroSA Board of Directors 
for their commitment to our vision, the Department of 
Energy, my Executive Management Team and the entire 
staff of PetroSA. I am confident that with all of our continued 
diligence and dedication, PetroSA’s sustainability will be 
secured and we will move our business ever closer to being 
the national oil company that we can all be proud of.

Nosizwe Nokwe-Macamo
GCEO

PetroSA Orca off South Africa’s south coast
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The salient performance indicators for the Group are:

Summary of financial Information 2014 % Change 2013 % Change
R’m R’m

Revenue 21 199 ⬆ 12 18 881 ⬆ 36

Net operating profit before impairment 2 171 ⬆ > 100 983 ⬇ (33)

Operating (loss)/profit (1 224) ⬇ > 100 623 ⬇ (33)

(Loss)/profit for the year (1 649) ⬇ > 100 612 ⬇ (54)

Cash generated by operating activities 2 996 ⬇ (14) 3 746 ⬆ > 100

Total assets 34 043 ⬇ (5) 35 729 ⬆ 28

Capital expenditure 5 265 ⬆ 51 3 485 ⬆ > 100

Total debt and provisions 9 933 ⬇ (6) 10 578 ⬆ (67)

Net asset value 18 472 ⬇ (8) 19 979 ⬆ 4

Year-end exchange rates

ZAR/USD 10.61 ⬇ (15) 9.26 ⬇ (20)

ZAR/EURO 14.58 ⬇ (23) 11.82 ⬇ (15)

Group Chief Financial Officer’s Report

            THE GROUP 
ExPERIENCED A 
CHALLENGING FINANCIAL 
YEAR, wITH LOwER THAN 
ExPECTED LANDED GAS, 
PRODUCTION VOLUMES AS 
wELL AS SALES VOLUMES 
NOT MEETING THE 
ExPECTATIONS OF THE 
CORPORATE PLAN.

Lindiwe Mthimunye-Bakoro
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Introduction

Production decreased by 16% year-on-year due to an 
extended shutdown caused by a wage strike. Commercial 
sales into South African Development Community (SADC) 
did not materialise although year-on-year sales volumes of 
purchased products increased marginally. Efforts to contain 
costs continued across the organisation. The company 
recorded a loss of R1.65 billion as a result of an impairment 
charge of R3.4 billion booked against onshore and offshore 
assets. On the positive, the weakening of the Rand versus 
the US Dollar by approximately 15%, coupled with a higher 
crude oil price, contributed to the improvement of revenues 
by 12% year-on-year which contributed to a positive gross 
margin.

Financial performance
The Group achieved an operating profit before impairment of 
R2.2 billion (2013: R983 million operating profit) in the year 
under review. A net loss of R1.65 billion (2013: R612 million 
profit) was recorded for the year.

Revenue increased 12% from R18.9 billion to R21.2 billion 
and was largely driven by increased local trading of finished 
products sourced from outside of the Group, the positive 
performance of PetroSA Ghana and positive impact of the 
Rand’s weakness against all major currencies. With reduced 
volumes of manufactured products the high margin GTL revenue 
was eroded by the low margin purchased product sales, with 
the consequential diminution of overall margins.

Although gross revenue grew to R21.2 billion in 2013/14, 
the quality thereof in respect of margins is diminished, since 
trading revenue has replaced the previously high-value GTL 
sales. This is exemplified on figure below where total GTL 
contribution to total sales shrunk from a high of 82% in 
2007/8 to 26% currently.

Gross  
margin 
analysis GTL Purchased Ghana Total

R’m R’m R’m R’m

Revenue 7 131 13 060 1 008 21 199

Gross  
margin 26% 4% 82% 15%

Gross margins increased marginally from 11% to 13% 
principally because of PetroSA Ghana’s contribution. The 
subsidiary contributed a strong 82% margin amounting to 
R830 million which is in line with yield expectations from similar 
fields. The Ghana margins are expected to grow exponentially 
as more production fields come on-stream in later years.

The Group achieved an operating loss of R1.65 billion (2013: 
R612 million profit) after an impairment charge of R3.4 billion 
in the year against onshore and offshore production assets 
and assets under development, based on the hydrocarbon 
reserves outlook that was revised downwards to account 
for delays and increased capital costs of the Project Ikhwezi 
field development. This resulted in total other operating costs 
increasing by 200% to R5.1 billion (2013: R1.7 billion). 

Investment income was R439 million (2013: R733 million) 
due to a reduction of R2 billion in cash reserves utilised to 
finance Project Ikhwezi. Lower finance costs of R804 million 
were recorded for the year (2013: R817 million) due to the 
repayment of a portion of the bridging loan (R698 million).

Cost management

The initiative to contain operating costs across the Group 
continued throughout the year. Despite best efforts, direct 
operating costs increased by 2% due to higher imported 
feedstock purchases necessitated by declining indigenous 
gas feedstock and delays in Project Ikhwezi. Other operating 
costs that excluded feedstock purchases were 2% lower 
than in 2013. Efforts to execute cost-saving initiatives are 
beginning to yield positive results.

  GTL    Purchased    Crud    Ghana
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Group Chief Financial Officer’s Report (continued)

Financial position
The Group’s financial position remains firm with total assets 
of R34.0 billion (2013: R35.7 billion) and available cash 
balance of R5.5 billion (2013: R7.4 billion). An amount of 
R1.7 billion is held as restricted cash under the terms of the 
PetroSA Ghana bridge facility covenants and will be released 
upon refinancing during the 2014/15 financial year. Total 
interest-bearing debt decreased by R446 million, following 
the repayment of part of the bridge facility and utilisation of 
a general banking facility of R357.0 million at year-end. The 
R1.5 billion short-term loan will be repaid in full in the next 
financial year and refinanced at the subsidiary level.

Property, Plant and Equipment (PPE) increased by R2.5 billion 
which mainly relates to Project Ikhwezi field development. 
At 31 March 2014, the carrying value of the onshore and 
offshore production assets and assets under development 
were evaluated against the recoverable amount, taking into 
consideration economic conditions, budgets and 
hydrocarbon reserves. As a result a gross impairment 
amount of R3.4 billion was charged against income.

An amount of R8.1 billion (2013: R7.9 billion) is provided  
for future environmental rehabilitation requirements. The 
estimate is reviewed periodically and experts are  
engaged accordingly.

Cash flow
Cash generated by operating activities decreased to  
R2.6 billion (2013: 3.0 billion) mainly due to the challenging 
operating environment coupled with negative working capital 
movements at year-end. Investing activities were financed 
from cash generated in the current year and reserves. 
Project Ikhwezi is wholly funded by the company, however 
bank funding will be sourced once critical project milestones 
are reached.

Capital expenditure

The Group invested R5.3 billion in PPE, which is mainly 
made up of spend on the Project Ikhwezi field development.

Commitments for 2014/15 amount to R11.0 billion which 
include R4.6 billion for Project Ikhwezi and R5.6 billion for 
downstream activities.

Liquidity risk management

The Group manages its cash and cash equivalents in line 
with Board-approved policies. The cash portfolio is split into 
a core and liquid portfolio to ensure that short-term liquidity 
needs are met, whilst maximising the return on available 
cash. Investment counterparties are approved based on 
their assessed ratings and are actively monitored.

Cash under management for the Group decreased from 
R7.4 billion in the previous year to R5.5 billion as at 31 March 
2014, mainly due the Project Ikhwezi field development.

As at 31 March 2014, South African Rand cash and  
cash equivalents were invested at a fixed rate of 5.51% 
(2013: 5.45%) and a floating rate of 5.38% (2013: 4.78%). 
The rate of return achieved on investments improved 
marginally towards the end of the financial year, in line  
with rising market rates, contributing R397.0 million in 
interest income in the period under review, down from  
R676.0 million the previous year.

Foreign currency risk management

The Group is exposed to foreign currency fluctuations 
arising from various activities including foreign currency 
denominated funding, imports of raw material and spares, 
and exports of finished product and crude oil. The pricing of 
finished products, sold locally, is linked to the US Dollar and 
crude prices.

The Group hedges foreign exchange transactions where 
there is a future currency exposure. The Group also enjoys 
both natural and synthetic hedges to manage foreign 
currency exposure.

Funding

The Group has a bridge loan facility of $150 million (after a 
$70 million capital repayment during September 2013) 
which is now repayable in full in the 3rd Quarter of 2014. 
The bridge loan is cash collateralised up to 115% to achieve 
optimal funding costs. The Group’s balance sheet has a 
gearing of 9% at 31 March 2014, presented as a ratio of 
gross interest bearing debt to equity (2013: 11%). The 
Group is ungeared on a net debt basis, comprising gross 
debt net of cash and cash equivalents to equity. The optimal 
funding structure for the Group has been considered, with a 
targeted long-term gearing ratio of 30% to 40%, in line with 
the Group’s long-term strategy and growth initiatives.

For the Group to achieve its growth strategy and all other 
Vision 2020 initiatives, support from the shareholder in the 
form of recapitalisation may be required for acquisitions 
or projects in addition to the current areas of focus and 
commitments.

Following the PetroSA Ghana acquisition and investment 
in further development in Ghana, the Group has largely 
committed its available cash to the Project Ikhwezi field 
development in the short to medium term.

A variety of options are being explored in conjunction with 
the funding community to optimise the low-geared balance 
sheet to provide for the significant capital expansion 
programmes in the short to medium term.
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Going concern

The Board believes that the Group is a going concern and 
has adequate financial resources to continue operations into 
the foreseeable future. The Group has numerous projects 
in planning and execution phases to ensure continued 
supply of feedstock to its Refinery. The Board is not aware 
of any new and potential changes that may have an adverse 
material effect on the Group.

Dividends

No dividends were declared in this financial year.

Accounting standards
The accounting standards used in the preparation of the 
Annual Financial Statements (AFS) for the year ended  
31 March 2014 are in accordance with SA Statements of 
GAAP and consistent with those used in the previous year. 
With the promulgation of the new Companies Act of 2008, 
the South African Statements of GAAP were withdrawn with 
effect from 1 December 2012. The Group has requested 
permission from National Treasury to prepare the AFS in 
accordance with International Financial Reporting Standards 
(IFRS) for the coming financial years.

Preferential procurement
For the period under review, payments made to suppliers of 
goods and services totalled R24.19 billion. In terms of the 
B-BBEE codes of good practice, certain expenditure may 
be excluded from total procurement spend (i.e. procurement 
from other organs of state, imported goods and services that 
cannot be sourced locally, as well as specific branded sole-
source procurement). The total procurement expenditure from 
organs of state, sole-source suppliers and foreign entities 
equalled R10.51 billion. The Group’s total discretionary 
procurement for the period under review, in terms of the 
codes (i.e. level 1-8), was thus R13.69 billion. Total BEE 
procurement expenditure of R13.93 billion equates to 
101.74% of discretionary spend for the period under review.

Expenditure management
Fruitless, Wasteful and Irregular expenditure

Section 51 of the PFMA requires the Board to prevent fruitless 
and wasteful expenditure, irregular expenditure, losses resulting 
from criminal conduct and expenditure not complying with the 
operational policies of the public entity. Fruitless and wasteful 
expenditure decreased from R31.0 million in the previous 
period to R6 million for the period under review. The necessary 
disciplinary steps were taken where losses resulted from 

criminal conduct and legal proceedings have been initiated, 
where necessary, to recover fruitless and irregular expenditure 
that was incurred. 

Irregular expenditure incurred of R1 584 million  
(2013: R605 million) emanated from the purchase of fuel 
product in contravention of the PPPFA. In order to remain 
commercially competitive in the trading of fuel products, 
an application was made to National Treasury requesting 
an exemption from all the provisions of the PPPFA. The 
exemption was granted subsequent to the year ended  
31 March 2014.

Areas of focus in the next financial year
Business sustainability plan

The Group is in the process of executing the Board approved 
business sustainability plan that will ensure long-term supply 
of feedstock to the GTL Refinery beyond 2020. This requires 
development and implementation of a suitable funding plan 
which will include recapitalisation and sourcing commercial 
funding to support exploration and development activities.

Cost optimisation

The Group is embarking on a further cost optimisation 
project which seeks to achieve permanent cost savings of 
R1 billion in the financial year 2014/15 and sustain these into 
the future. The first phase of the project entails the design, 
base-lining and identification of cost saving opportunities 
and drafting of a detailed implementation plan. The second 
phase will involve the implementation of the plan which is 
anticipated before the end of the 2014/15 financial year.

Appreciation
I thank our finance team for their diligence and support in 
a very challenging year. The Group experienced financial 
pressure which led to the extension of the cost optimisation 
programme. There were also numerous projects which 
required support including the change in contracted external 
auditors that resulted in a different audit approach and 
a significant review of prior periods. Faced with all these 
demands, our finance team met all of its financial objectives 
and the targets of key performance areas.

Lindiwe Mthimunye- Bakoro
GCFO
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Overview of key economic indicators

During the financial year, the external operating environment 
was characterised by increased volatility and uncertainty in 
global and local financial markets, especially with respect 
to our key economic indicators such as the Rand/US dollar 
exchange rate and the Dated Brent crude oil prices. These, 
in particular, had a significant impact on the company’s 
bottom line for the year under review.

Crude oil price

The spot price of Dated Brent crude oil remained relatively 
volatile during the financial year averaging about US$107.86/
barrel after rising to a peak of US$111.89/barrel in September 
2013 at the back of improving macroeconomic conditions in 
advanced economies especially the US and Europe and resilient 
consumption demand from China. OPEC supply disruptions 
due to the intensifying Syrian war, the ensuing political upheavals 
in Egypt, Libya and Iraq which continued to hamper the return 
of oil production to full capacity also provided strong support to 
crude oil prices during the financial year.

Downside risks to crude oil prices such as the modest 
ramping up of output in Iran, increasing Non-OPEC 
production as the US shale production exceeded 
expectations curtailed crude oil prices from rising faster 
during the financial year with the spot price of Dated Brent 
crude oil hitting its lowest level of US$101.91/barrel in April 
2013.

Demand and supply

Despite incessant crude oil supply disruptions from OPEC 
member countries and strong Non-OPEC shale production, 
world crude oil demand increased by 1.4 MMB/D from  
90.4 MB/D in 2012 to 91.8 MMB/D in 2013 thereby providing 
a 1.6% support to crude oil prices during the financial year. 
Whilst OECD demand growth remained lackluster during the 
financial year, Non-OECD demand increased by 1.2 MMB/D 
from 45.1 MMB/D in 2012 to 46.3 MMB/D in 2013 mainly 
driven by resilient demand in China.

Non-OPEC supply increased by 1.4 MMB/D from 
59.6 MMB/D in 2012 to 61.0 MMB/D in 2013, driven by 
increased production in the US, Canada, China and 
Australia. OPEC supply decreased by 0.6 MMB/D from 
31.5 MMB/D in 2012 to 30.9 MMB/D in 2013 due to 
production cuts in Iraq, Libya and Angola.

Driven by these dynamics, global energy markets ended 
the financial year with the actual Dated Brent crude oil 
price of US$107.86/barrel against PetroSA budget Dated 
Brent crude oil price of US$101.92/barrel. This resulted in 
a favourable price variance for PetroSA with the revenue 
variance increasing by R1.3 billion for the year. The bulk of 
this impact emanated from purchased product sales where 
higher than budgeted prices especially for hospitality sales 
were negotiated.

Exchange rate

Increased volatility and uncertainty in global financial 
markets that were seen during the 2013/14 financial 
year underlined the challenges posed by the external 
environment to PetroSA. On average, the Rand continued 
to depreciate against its major trading currencies during 
the financial year with the Rand/US dollar exchange rate 
weakening by 18% in comparison to the 17% seen in the 
previous financial year. The Rand continued its downward 
spiral and averaged around R10.13/US dollar for the year. 
Whilst this had a major positive impact on PetroSA’s revenue 
for the year, it also led to increased escalation of costs for 
PetroSA’s capital projects and imported feedstock.

The financial year ended with the actual Rand/US dollar 
exchange rate of R10.13/US dollar against PetroSA’s 
budget exchange rate of R7.55/US dollar, representing a 
37% depreciation of the local currency compared to budget. 
This resulted in a positive revenue variance of R5.5 billion  
most of which is due to increased exports of US dollar 
denominated products.
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SUSTAIN

To be a sustainable, fully integrated, commercially 
competitive NOC supplying at least 25% of SA’s liquid 
fuel needs by 2020, we realise the need to ensure the 
sustainability of our business in the short-term. This we are 
doing through advancing additional feedstock to our refinery, 
stabilising our upstream projects, our cash flows, refinery 
optimisation initiatives and optimising our trading business.

South Coast – Block 9

Our activities on the South Coast focused on the following 
strategic objectives:

• the execution of the F-O field development project 
(Project Ikhwezi) involving the drilling of five horizontal 
development Wells. 

• the installation of 40 km sub-sea infrastructure 
between the field and the FA platform as well as 
modifications to the FA platform to receive the gas from 
the F-O field.

• the assessment of the remaining potential of the 
southern offshore to supply feedstock to the GTL 
refinery as well as provide non-feedstock (oil) sources 
of revenue through the re-utilisation of the Orca FPSO 
(Floating Production, Storage and Offloading) facility.

Project Ikhwezi

The F-O Field Development project is of strategic 
importance to PetroSA. The successful execution of Project 
Ikhwezi will extend the indigenous gas feedstock supply to 
the refinery, extending its life, which will benefit the local and 
regional economies.

Project sanction to execute the F-O field development was 
finalised in July 2010. The Field Development Plan (FDP) calls 
for five long-reach, horizontal Wells, drilled into complex and 
challenging target formations located approximately 3.6 km 
below sea level. These five Wells will be tied back to the existing 
infrastructure at the F-A platform. Drilling started early 2013.

Achieving milestones

The drilling and completion of the F-O field is challenging. 
The reservoir is structurally complex, with variable reservoir 
quality along the horizontal Well bore path. The long 
horizontal Well trajectories were specifically designed to 
access and drain several fault blocks or compartments in 
recognition of these challenges.

Notwithstanding these challenges, a number of milestones 
have already been achieved, most notably, the completion of 
the fully-installed subsea infrastructure for the first three Wells.

Despite the complexity of the work, the safety record for  
the project remains impressive with the achievement of  
413 960 man-hours without a Lost Time Injury (LTI) on the 
Topsides construction.

The first Well, F-O9 (see Figure above), with a horizontal 
section of 1.5 km, was spudded in January 2013, drilled to 
target depth and was completed in September 2013. 

The second development Well F-O10, with a horizontal 
section of 1.6 km is the longest Well ever drilled by PetroSA 
and the longest offshore Well in South Africa. The F-O10 
pilot Well has confirmed the structural model in the southern 
part of the F-O field. The F-O10 Well was spudded in 
October 2013 and has reached a total depth of 5 718 m. 

The horizontal producer trajectory has been optimised taking into 
account the structural model and facies distribution encountered 
in the F-O10 pilot Well and the F-O8 Well to the west. Good 
quality gas-bearing sandstone has been intersected.

The drilling of the Wells is monitored on a continuous basis 
using state-of-the-art visualisation technology in the newly 
constructed Ulwazi Collaboration and Visualisation Environment 
(CVE) with information from the drilling rigs sent to the centre.

OUR STRATEGY: SUSTAIN. GROW. TRANSFORM 



review of the 2013/14 fiNANCiAL YeAr

40 | PetroSA Integrated Annual Report 2014

Ulwazi Collaboration and Visualisation 
Environment (CVE)

August 2013 saw the launch of Ulwazi CVE during which 
we hosted the former Minister of Energy, Mr Dikobe Ben 
Martins and a delegation of stakeholders. At the launch we 
demonstrated the facility’s impressive capabilities, including 
its 3D seismic images and views of Wells and maps.

Exploration Centre review of Block 9 potential

A re-assessment of the remaining potential of Block 9 to supply 
indigenous gas to the GTL refinery was enabled through the 
processed data of the new high-resolution Central Basin 3-D 
seismic survey in 2012. At the time, this was the largest 3D 
seismic survey (3 800 km2) shot to date in South Africa.

To ensure we get the most value from this new data and to 
assist with modernising our workflows and do justice to our 
transformation imperatives with our young geoscientists, 
we set up the Exploration Centre. This is a two-year 
collaborative effort between PetroSA and Schlumberger 
Consulting services and is based on a model that has 
successfully been implemented by other National Oil 
Companies.

The Exploration Centre is staffed with five full-time 
Schlumberger geoscientists, working in collaboration with 
PetroSA personnel on a rotational basis. Through this 
collaboration, PetroSA has full access to the Schlumberger 
knowledge and competency databases, which are made 
available to our staff through on-the-job training, structured 
workflow examples and mentoring. In the period under 
review the Exploration Centre conducted the re-assessment 
of the feedstock potential, commencing with fundamentals 
such as conducting regional studies, doing hydrocarbon 
play descriptions and developing inventories of leads  
and prospects.

Refinery optimisation : Operations

During 2013 we restructured our operations to improve 
efficiency across the Group’s assets. We empowered asset 
managers to ensure the refinery and offshore assets are 
run in the most effective and efficient manner in terms of 
safety, margin improvement, plant uptime and long-term 
sustainability. 

In the 2013/14 financial year our primary focus was to deliver the 
statutory shutdown of the GTL refinery and the F-A Platform. We 
focused particularly on understanding the challenges, threats, 
successes and opportunities a project of this nature presents. 
The statutory shutdown was executed successfully.

We introduced the operational excellence programme to develop 
a syndicated approach to operations. This provided a platform 
for different assets in the organisation to leverage support 
from one another, apply best practice and deliver continuous 
improvement.

Particular focus areas included safety, cost and margin 
optimisation, people management and quality management. 
These focus areas form a platform for the delivery of our strategy. 

In addition to successfully maintaining our licence to 
operate, we also had the following key highlights for  
the year:

• Safety record: DIFR of 0.23 and zero fatalities

• ISO 9001 certified

• Refinery gross revenue: R7.4 billion, 15% above budget

• Refinery gross margin: 18% above budget

• Successful shutdown execution with a saving of  
R42 million compared to budget

Production

During the year the refinery produced 5.8 MMbbls of refined 
products, almost 14% below the original target. The under-
achievement of production volumes was due to delays in 
first gas from Project Ikhwezi. Despite the challenges, the 
team managed to resuscitate two old Wells (F-A02P and 
F-A03P). This is an excellent achievement, considering 
that the two Wells could now add up to 15 MMBOE to the 
reserve base of PetroSA.

Sustainability projects

Thermal Cracker Conversion – Fuels margins from 
condensate are hampered by the limited variety of 
condensates that can be processed at the refinery. Operations 
studied the opportunity of processing heavy condensates 
and upgrading the heavy fraction in a thermal cracker (or 
visbreaker) to increase distillate production. Concept studies 
were completed and a pre-feasibility phase initiated. This 
option is aimed at increasing condensate processing capacity 
from 8 000 barrels per day (bpd) to 20 000 bpd, which can be 
operated with gas processing.

Clean Fuels 2 – The project is aimed at meeting benzene 
Clean Fuels II (CF2) specification while increasing Penex 
octane production at the GTL Refinery by revamping existing 
de-isobutaniser (DIB) to de-isohexaniser (DIH) column. 
Revamping the Penex unit to include a de-isohexaniser 
column will reduce the cost of producing unleaded-95 petrol. 
The project will address the new benzene and aromatic 
constraints of new CF2 specification and increase refinery 
octane. A feasibility study has been commissioned.

Asset Development Plan – This is aimed at ensuring a 
20-year plus lifespan for the refinery. This brown field refinery 
option will not only extend the lifespan of the asset, but 
also allow us to better leverage the current asset base. 
Pre-feasibility studies have been commissioned for this 
conversion and the conversion of gas to wax using in-house 
LTFT technology. These studies are progressing as planned.

Optimising the trading business 

The key focus of our trading activities during the financial year 
was to source feedstock for our GTL refinery at competitive 
prices, market the refined products produced by the refinery, 
and source additional volumes of fuel products for resale to 
the industry and commercial customers. The trading function 
acts as the interface between us and the market. 
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The trading environment

The depreciation of the Rand against the US dollar translated 
into higher overall operating costs as a result of increases in 
product prices, shipping costs and related services costs. 
The depreciating Rand also intensified the cost of imports, 
which has negatively impacted the margins of the trading 
business compared to the previous financial year. 

Limited access to infrastructure in the inland market is still 
proving to be a challenge in growing the commercial inland 
business. However, sales volumes have been increasing to 
State-Owned Entities (SOEs). 

Sales volumes to the sub-Saharan market have not grown 
as expected. Discussions with regional NOCs are ongoing 
to increase our footprint in this market; with a particular 
emphasis on neighbouring countries such as Botswana, 
Lesotho, Namibia, Swaziland, Mozambique and Zimbabwe. 
PetroSA signed a Cooperation Agreement with the newly-
formed NOC of Botswana (Botswana Oil).

Security of supply 

The trading business plays a critical role in ensuring security 
of energy supply through diesel fuel supply to Eskom for 
electricity generation for its peaking plants. Recognising 
that South Africa is a net importer of finished products, 
we have made a significant contribution during the year 

towards ensuring the security of energy supply in South 
Africa, especially supplementing the country’s growing need 
for refined products. To this end, the imports of refined 
products accounted for approximately 62% of our total 
sales volumes for the year under review. This constituted 
about 66% of our total revenue. 

Sustainability

We implemented a number of sustainability initiatives to 
manage supply reliability, including demand consolidation 
and optimisation of logistics at our GTL refinery and within 
international petrochemicals markets. Value has been 
created through the integration of our refinery with the 
Bloemfontein depot via a rail system. This has allowed for 
the introduction of our refinery’s Low Sulphur Diesel (50ppm) 
to the inland market in line with our strategy. 

The consolidation of logistics and storage facilities, taking 
into account safety and market requirements, also resulted 
in improved margins.

Looking forward

The focus will be on improving margins, minimising 
operating costs, enhancing and growing the competitive 
sectors while increasing sales and exports to neighbouring 
SADC countries.

PetroSA refinery built adjacent to a nature reserve
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PetroSA envisages to operate as a fully integrated business operating in upstream, midstream and downstream in the 
medium term up to 2017. The following are the main projects under the Growth focus area:

UPSTREAM 

West Coast

Figure 1 Location map for Block 1

Block 1 is situated offshore the West Coast of South Africa, 
north of the Ibhubesi gas field (Block 2A) and the A-J1 oil 
discovery (Block 2B) and south of the Kudu gas field. In 
August 2012, we signed a farm-out agreement with Cairn 
India wherein Cairn India obtained 60% equity in the block 
and took over the operatorship of the work programme. We 
are being carried for a portion of the work programme as 
per the terms agreed in the farm-out. 

The 1st Renewal Phase of the Block 1 Exploration Right 
(ER) was signed on 7 February 2013. As part of the 
fulfilment of their work programme, the Joint Venture 

acquired and processed a 1 981 km2 3D seismic survey in 
the western part of Block 1 in Q1 2013 and 3 010 line km 
of 2D infill seismic data during the first quarter of 2014. The 
joint venture is planning to drill a Well in the next extension 
period (2015/16).

The block has both gas and oil potential. Any gas 
discovered could potentially support or benefit from 
infrastructure developments likely to be established on the 
West Coast, emanating from activities from the development 
of the Ibhubesi gas field in Block 2A. Oil discoveries would 
likely be developed through FPSO solutions, similar to what 
has been used for our Oribi/Oryx field development.

Block 2A
The Ibhubesi gas field is found in Block 2A. Sunbird Energy 
has a 76% equity interest in the Block and is the operator 
with PetroSA holding the remaining 24% on commercial 
terms. A Production Right (PR) was awarded in 2009. The 
joint venture has been granted a five-year Gas Marketing 
and Development Period (GMDP), which commenced in 
September 2009. During the GMDP, the obligations under 
the PR are suspended in order for the Joint Venture to 
establish and firm up the market for gas supply. 

Two gas markets for Ibhubesi gas have been identified and 
are being pursued as part of the GMDP.

The current Field Development plan calls for a FPSO facility to 
strip the condensate from the field, compress the dry gas and 
transmit via a 400 km pipeline to the market.

GROW

PetroSA Project Ikhwezi first flare 
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Block 3A/4A

PetroSA and Sasol Petroleum International (SPI) jointly 
conducted studies under a one-year Technical Co-operation 
Permit (TCP) agreed with the Petroleum Agency of South 
Africa (PASA) that started on 29 May 2013. The objective 
was to evaluate the petroleum potential of Block 3A/4A 
located offshore the West Coast of South Africa. PetroSA 
and SPI both contributed equally and the work was led 
(operated) by PetroSA.

Two proven hydrocarbon plays, namely the Albian fluvial gas 
and the syn-rift graben oil plays that were previously identified 
in adjacent Blocks, were also identified in these areas.

No modern imaging data is available in the Block and the 
work programme proposed for the first exploration phase of 
a new Exploration Right (ER) will include the acquisition of a 
modern 2D seismic and, potentially, other geophysical data 
over the Block to better delineate the identified plays and 
leads before committing to drilling.

The partnership has started the (internal) process of 
converting the TCP into the first phase of a three-year ER.  
It will take approximately seven to 12 months for all 
approvals to be in place.

Block 5/6

Anadarko (80% equity partner and operator) and PetroSA 
(20% equity partner on commercial terms) entered into the 
first three-year period of the ER of the predominantly deep 
water Block 5/6 in August 2012. The first phase of the ER 

ends in August 2015, with an option to continue into the 
first of three two-year extension periods. The current focus 
is on interpreting the newly-acquired data and legacy data 
to quantify the prospectivity and to ascertain whether there 
is a viable business case for high-risk, high-cost deep water 
exploration drilling during one of the subsequent extension 
periods. 

The seismic work programme required for this initial period 
has been exceeded. In addition to the seismic programme, 
a high-resolution multi-beam bathymetric survey was 
acquired. This was the first programme of this nature 
conducted over such a large area in South Africa as part of 
an offshore oil and gas exploration programme. This data is 
interpreted using state-of-the-art and bespoke techniques to 
identify suitable sea-bed sampling programmes to establish 
whether evidence of a working hydrocarbon system can be 
demonstrated by analysing sea-bed cores.

PetroSA Ghana

PetroSA Ghana Limited is a wholly-owned subsidiary of 
PetroSA. The business is party to various Petroleum Agreements 
relating to offshore assets in the vicinity of the Jubilee field 
offshore Ghana. These areas and the minority equity in the 
assets held by PetroSA, are depicted in the figure below. The 
acquisition has added to PetroSA’s reserves’ portfolio and 
assisted in diversifying the company’s revenue stream.

Through this acquisition, PetroSA Ghana now enjoys JV 
partnerships with recognised Independent Oil Companies 
(IOCs) such as Tullow Oil, Kosmos and Anadarko as well as 
Ghana National Petroleum Corporation (GNPC).
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In the period under review, the Jubilee oil field gross 
production averaged 97 120 barrels per day (bpd). This 
contributed on average 72 000 bbls/month to PetroSA. 
Current production is being challenged through lack of 
gas infrastructure to sell the associated gas. Excess gas 
is re-injected into the field, which becomes a bottleneck 
and prevents the field from reaching its designed target 
of 120 000 bpd. Gas infrastructure is scheduled to be 
completed in early 2015, which will allow the Jubilee field  
to reach its designed capacity.

The Deepwater Tano and the West Cape Three Points 
blocks have known oil and gas discoveries for which 
appraisal and development plans are in progress. The 
Development Plan for the TEN Fields, located in the 
Deepwater Tano Block, was approved by the Ghana 
Government in May 2013. The project is on track to deliver 
first oil in mid-2016. All key contracts have been awarded. 

Downstream

Entry into the downstream market is a strategic imperative for 
PetroSA’s long-term sustainability and commercial viability.

This will ensure PetroSA’s long-term commercially viability and 
transform the organisation into a fully integrated national oil 
company with the requisite scale and capacity to optimise the 
delivery of petroleum products to the South African market.

Our aspiration in this arena will also contribute to 
spearheading transformation of the oil and gas industry by 
becoming the first fully empowered South African major 
downstream oil company.

Midstream

Project Mthombo

Following a successful pre-feasibility study partnership 
between PetroSA and Sinopec, the two organisations 
extended their cooperation by signing a Framework 
Agreement in March 2013.

In the past financial year the project partners have focused 
on preparations for the implementation of the feasibility phase 
of the project. Discussions with the IDC were initiated, and 
continue, with a view to expanding the number of project 
developers. The project partners also explored options to 
strengthen the partnership by including a crude oil supplier in 
the feasibility phase of the project.

On the technical front, an updated Linear Programming (LP) 
model was developed by Sinopec Engineering Incorporation 
in partnership with the PetroSA technical team. Options for 
integrating the production of petrochemicals into the Mthombo 
refinery design were also developed.

Gas commercialisation

The focus of gas commercialisation during the financial year 
was to investigate feedstock options for our refinery that will 
ensure its sustainability beyond 2020. This project entails 
the importation of LNG and a review of the options available 
for transportation. 

PetroSA Synthetic Fuels Innovation Centre

The PetroSA Synthetic Fuels Innovation Centre (PSFIC) at 
the University of the Western Cape (UWC) continued to 
meet its objectives of technology development for PetroSA 
and human capital development for the country during the 
financial year. 

An invention that allows for the use of alcohols as alternative 
feedstock for the Conversion of Olefins to Distillate (COD) 
was conceived. A South African patent was granted for this 
and further international protection is being sought.  
An improved COD catalyst was developed. A provisional 
patent application was also filed in South Africa. These 
innovations will help strengthen our intellectual property 
position in this field of technology.

The centre graduated its first Master of Science student 
and also hosted two honours students who carried out their 
post-graduate research. To date, more than 20 in-service 
trainees have received their experiential training at the 
centre, allowing them to successfully complete their  
diploma requirements.

Gas to Liquids Technology – GTL.F1

GTL.F1 is a joint venture company between PetroSA 
and Lurgi (50:50 shareholding), tasked with the 
commercialisation of the proprietary Low Temperature 
Fischer-Tropsch technology. 

The GTL.F1 technology was declared “ready for licensing” in 
2011 after a rigorous four-year period of technology testing 
and validation at an integrated semi-commercial unit located 
at our refinery in Mossel Bay.

Currently GTL.F1 is pursuing multiple licensing prospects 
with a number of prominent XTL (where the X can be 
Biomass = BTL, Coal = CTL or Gas = GTL) developers 
globally. Three high-priority projects have been identified and 
are being pursued.

Catalyst manufacturing specifications for the GTL.
F1 catalyst have been firmed up and discussions are 
underway with reputable Universities to assist with catalyst 
comparative testing.
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PetroSA University of Western Cape (UWC) collaboration

Leadership team at PSFIC 
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TRANSFORM

Advancing national interest through industry and business  
transformation

Broad-Based Black Economic Empowerment 
(B-BBEE)

We are a proudly South African, state-owned company, 
committed to Broad-Based Black Economic Empowerment 
(B-BBEE). In line with our mandate of spearheading industry 
transformation for the ultimate benefit of all the country’s 
citizens, we continued to support B-BBEE entities through 
our Enterprise and Supplier Development (ESD) programme 
and successful preferential procurement initiatives.

As a level 3 B-BBEE contributor for the 2013/14 financial 
year, we made significant progress towards achieving our 
B-BBEE targets for the year, as highlighted below.

Management control

Management Control remains a key focus area in our drive 
to advance transformation in the petroleum sector. We are 
therefore proud to report that the PetroSA Board and Executive 
Committee have achieved 83% black representation for the 

financial year. Of this, 38% is constituted by black women 
resulting in full contribution points being recorded for this 
element.

Driving equity in the workplace

Ensuring gender equity and inclusiveness of people 
with disabilities remained a key driver of human capital 
development. During the year, 75 female appointments 
constituted 66% of total recruitment. As such, we exceeded 
our gender equity appointment target of 30% and made 
significant strides in our commitment to secure a female pool of 
talent to meet medium- to long-term business requirements.

To support our transformation journey, we participated in three 
Leadership Development Programmes that were targeting 
women. The primary focus of these programmes is to develop 
a pipeline of female talent that supports our succession 
planning and industry transformation. In the year under review, 
36 PetroSA female employees participated in these leadership 
development initiatives as shown in the table below.

Initiative African Coloured Indian White

SAPIA Leadership development programme 3 2 0 1

Advanced Certificate in Management for the Oil and Gas industry 0 2 0 0

PetroSA Leadership development programme 11 7 2 8

MBIZANA integrated energy centre
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Developing our future workforce

Techno Girl Project
This is a job shadowing initiative aimed at exposing girl 
children to the world of work and increasing their knowledge 
of the Science, Technology, Engineering and Mathematics 
STEM careers. 

We annually host 16 girls selected from schools in previously 
disadvantaged communities. They join the programme as grade 
10 learners until they are in grade 12. Beyond grade 12, they 
are supported by a talent strategy aimed at ‘walking a path’ with 
them through university and providing bursaries for their tertiary 
education. On completion of their first degrees, they join us as 
Graduates In Training (GIT) and, later, take up employment, either 
with PetroSA or within the Oil and Gas sector.

The PetroSA Bursary programme
The National Diploma in Process Technology was developed 
through a partnership between PetroSA, the Nelson 
Mandela Metropolitan University and KBC Technology. 
In the 2013/14 financial year, the PetroSA Bursary 
programme saw a new intake of 61 bursary recipients 
selected from historically disadvantaged and vulnerable 
groups-studying towards qualifications in Engineering, 
Geosciences, Accounting and Economics.

In order to promote a culture of inclusivity for people with 
disabilities, we extended our partnership with the Cape 
Peninsula University of Technology (CPUT). Nine bursaries 
were awarded to people with disabilities. This year, five of 
the nine bursary recipients became our GITs.

Graduate in Training (GIT) Programme
Following the completion of studies, most of our bursary 
recipients are appointed on two-year fixed term contracts 
within various divisions of the organisation. For this financial 
year we appointed a total of 26 GITs.

Centre of Excellence (CoE)
Our flagship Centre of Excellence is located in Mossel Bay 
and accredited by the Department of Labour as a trade test 
centre for artisanal skills. It is also used as a benchmark by 
other State Owned Entities (SOEs).

At the CoE, 237 learners are registered for courses ranging 
between NQF levels 2 and 4 in Electrical, Instrumentation, 
Fitting, Welding, Rigging and Boilermaking trades for the 
chemical industry. During the reporting period, 93 students 
underwent apprenticeships and 144 were involved in 
learnership training (NQF 2 – NQF 4). Of the 237 learners, 
32% are female and three are learners with disabilities.  
(See table below)

MALE FEMALE

A C I W A C I W

BOILERMAKERS 6 8 0 1 8 2 0 0

ELECTRICIANS 17 14 0 4 14 8 0 0

FITTERS 19 17 0 3 16 2 0 0

INSTRUMENTATION 10 9 1 5 8 2 0 1

RIGGERS 9 7 0 2 9 0 0 0

WELDERS 10 15 0 5 3 2 0 0

TOTAL 71 70 1 20 58 16 0 1

68% 32%

CoE learnership statistics

The PetroSA ESD programme

Our ESD programme is aligned with current legislative and policy requirements of the revised Broad-Based Black Economic 
Empowerment Codes. The objective of the programme is to provide support to suppliers and customers across our value 
chain. The ESD programme includes 20 Small Medium Enterprises (SMEs), Qualifying Small Enterprises (QSEs) and Exempted 
Micro Enterprises (EMEs) that are 100% black owned and managed and provide various goods and services to PetroSA.

The programme has a broad national footprint, operating across the four provinces, i.e. Gauteng, KZN, the Eastern Cape and 
Western Cape. Given our operating footprint, the majority of support is provided to businesses located in Cape Town and 
Mossel Bay. This support includes business development and funding in holistic packages that are tailored to the specific needs 
of the various beneficiaries. A total of R8 million was invested in the 2013/2014 financial year.

To ensure the success and sustainability of the programme, our employees also contribute their technical and  
non-technical skills to the identified businesses.

Shifting Sands – A women-focused ESD initiative

We prioritise the capacity development of our women suppliers. The Shifting Sands ESD initiative was launched in March 
2014 and seeks to ensure that women suppliers benefit fully from our ESD opportunities and that this support helps to build 
their capacity and make their businesses sustainable and competitive.
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Participation of local suppliers in 2013 shutdown

Seven local suppliers benefitted from the 2013 shutdown 
at the refinery during the year. These businesses provided 
services with a total estimated value of R57.8 million.

Progress through strategic partnerships
During the year under review, we signed a Memorandum 
of Understanding with The Standard Bank of South Africa 
to facilitate access to funding by our ESD beneficiaries. 
An amount of R600 000 was committed for non-financial 
support initiatives whilst other financial support avenues are 
being pursued.

B-BBEE procurement

Transactions with B-BBEE suppliers for the procurement of 
feedstock and finished products for the 2013/14 financial 
year increased to 41% of total volumes purchased, against 
a target of 25%.

B-BBEE sales

B-BBEE sales accounted for 35% of the Commercial 
Business sales volumes in the 2013/14 financial year; which 
represent about 13% of total PetroSA sales.

Sod turning at the Qamata integrated energy centre
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Figure 4: B-BBEE sales volumes for 2013/14
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Education in action

PetroSA occasionally hosts visitors to its GTL Refinery and its surrounding Nature Reserve. Visitors typically comprise school 
or university groups, representatives of municipal, local, provincial or national government, organised groups and interested 
individuals. During the 2013/14 financial year, numerous school groups were treated to informative and educational tours 
of the facilities. These included learners from Curro High and Primary School and Danielskuil High School (Northern Cape) 
Kairos Senior Secondary School (Heidelberg) and the Mossel Bay Siyanithanda Centre for the disabled. In collaboration with 
the Pinnacle Reserve, the company also facilitates and manages engagements with various environmental groups and is a 
key sponsor of local environmental awards.

Case study 

PetroSA is making a difference in Mossel Bay

As a key area of operations, PetroSA’s GTL Refinery not only serves as a driver 
of economic development in the region, it also affords the organisation a unique 
opportunity to involve itself in the upliftment and education of surrounding 
communities and the conservation of the area’s natural heritage. To this end, 
PetroSA’s Mossel Bay social and environmental sustainability initiatives include 
the following:
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Staying connected with communities

PetroSA has established a Community Stakeholder Forum 
in Mossel Bay as one of the means by which interested or 
concerned community organisations can engage with our 
business on issues of mutual interest. The forum is hosted by 
PetroSA every quarter and issues typically discussed include 
employment and training opportunities, empowerment of 
local businesses, environmental sustainability and local 
economic development issues.

PetroSA on Air Partnership

PetroSA has partnered with Eden FM, a community 
radio station that broadcasts across the Eden District 
Municipal area. Every Thursday, PetroSA hosts a show 
aimed at sharing information about the business with local 
communities and providing education on relevant topics 
or issues. The information shared ranges from safety and 
security insights, tips on caring for the environment, advice 
on careers in the petroleum industry, bursary information, 
inputs into school projects and other human interest stories.

Contributing to water security

PetroSA in conjunction with the muncipality of the Eden district 
constructed a desalination plant. The plant offers PetroSA and 
the people of the district the confidence that, in the event of 
severe southern Cape droughts – as have been experienced 
in the past – there is the option to harness the desalination 
process to help address any serious water challenges in the 
region.

Helping to build the Mossel Bay brand

As part of PetroSA’s commitment to the economic growth 
and development of the region, it sponsors the increasingly 
popular Mossel Bay Marathon, which attracts runners from all 
over the country and internationally, thus raising the profile of 
the region and the PetroSA brand. amongst local and global 
sport enthusiasts.
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Transforming our communities
We firmly believe that in order to be successful in business 
we need to equally contribute to the socio-economic 
development of communities throughout South Africa, more 
especially in the areas where we operate.

In the 2013/14 financial year, we undertook a 
comprehensive evaluation of all our CSI initiatives. To date, 
we have invested R348 million in communities across 
the areas of health, education, community development, 
environment and sustainable development. These 
investments include the following:

Environment

Eco-Schools Programme – We partnered with the national 
Eco-School’s programme and supported the initiative 
to the tune of R1.5 million. This programme is aimed at 
improving environmental management and implementing 
environmental sustainability projects that are led by teachers, 
learners, parents and, in some cases community members. 
Projects include food gardens, the promotion of healthy living 
initiatives, saving electricity, water recycling conservation, 
community and heritage preservation.

Sustainable SEAS Trust (SST) – We assisted the SST 
initiatives with an amount of R400 620. The SST Trust 

aims to provide the coastal communities with skills to 
become less dependent on depleted marine resources for 
food security. Communities are also encouraged to find 
alternative food sources such as food gardens and develop 
skills that are beneficial to the surrounding job market.

Education

Reneilwe Primary School – We funded the construction of 
a multi-sports court and installation of a technology centre 
at Reneilwe Primary School (Northern Cape) at a cost of 
R1.7 million. The multi-sports court caters for tennis, netball, 
volleyball and basketball, while the technology centre boasts 
a computer laboratory including 28 all-in-one computers,  
a server-room and an interactive white board.

Primary Schools Numeracy Programme – The project 
focuses on numeracy intervention in 10 primary schools in 
the Bushbuckridge, Thulamahashe Bohlabela District in the 
Mpumalanga province. It aims to aid in the improvement of 
numeracy levels in these schools.

Investing in health

ChoiCe – We funded the Non-Governmental Organisation 
(NGO), Choice, with an amount of R692 000 which was 
used to provide training, support and information on 
health services to 10 deserving communities in the Greater 
Tzaneen area.

Reneilwe new computer laboratory
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Promoting employee volunteerism

Our Employee Volunteer Programme (EVP) affords staff 
an opportunity to participate in community development 
initiatives. Our employees dedicate their time towards 
worthy initiatives that assist in uplifting historically 
disadvantaged communities. In the year under review,  
the following initiatives were supported: 

Home from Home – Home from Home is an organisation 
that sets up foster homes and crèches in townships around 

the Cape Town area. In February 2014, our volunteers 
visited a crèche that forms part of the Home from Home 
network and cares for pre-school children between the ages 
of 3 to 5 years.   

Living through Learning – Our employees donated 
furniture valued at R30 000, to Living through Learning – an 
organisation that offers technical and numeracy programmes 
for disadvantaged youth and adults in Cape Town.
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We recognise that sustainability issues are shaping the global business world. We also acknowledge that our long-term 
sustainability depends on our commitment and ability to safeguard the health and safety of our employees and the communities 
in which we operate. We strive to reduce our environmental impacts and improve the quality of our business operations.

Group Health Safety and Environmental Management System (Group HSE-MS)

During the year, progress was made on the implementation of the new Group HSE-MS, which conforms to recognised 
international standards such as ISO 14001 and OHSAS 18001. The implementation phase comprises the revision of the 
current Group HSE Policy, the development of the 12 performance standards that form the core of the system and support 
of group level procedures and guidelines.

HSE – MS Elements and Standards

 1 LEADERsHIP

 2 PLANNING & ORGANIsATION
 3 COMPLIANCE REQUIREMENTs
 4 HsE RIsK MANAGEMENT
 5 MANAGEMENT OF CHANGE

 6 WORKFORCE COMMUNICATION AND COMPETENCE
 7 EXTERNAL ENGAGEMENT
 8 PRODUCT sTEWARDsHIP/sUPPLY CHAIN MANAGMENT
 9 AssET MANAGEMENT
10 EMERGENCY PREPAREDNEss

11 AUDIT

12 UNDERsTANDING AND IMPROVING PERFORMANCE

sTRATEGY  
& POLICY

PLANNINGMANAGEMENT 
REVIEW

IMPLEMENTATION  
& OPERATION

MONITORING & 
MEAsUREMENT

CONTINUAL  
IMPROVEMENT

 SAFETY, HEALTH, ENVIRONMENT AND QUALITY
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Emergency response and crisis management

We completed an external review of our entire emergency and crisis management system in order to identify gaps 
and shortcomings in the system. Based on best practice and international standards, an emergency management 
framework suitable for our business and operations was developed (see Figure below). This framework is the basis for the 
implementation of recommendations that have been made to improve the existing system.

PetrosA EMERGENCY  
MANAGEMENT FRAMEWORK (EMF)

BUsINEss EMERGENCY  
REsPONsE PLANs (ERP)

Risk  
Assessment  
& Mitigation  

(7.2.1)

Corporate 
EMF

Emergency
Escalation  

(7.2.4)

Handling the 
Emergency/Crisis

(7.2.3)

Emergency/
Crisis organisation 

& Structure
(7.2.2)

Evaluation
(7.2.6)

De-escalation 
and Conclusion  
of Emergency

(7.2.5)

Business Unit  
AHERPs

Emergency Management Framework
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New Incident Management System

We recognise the significance of good management of 
incidents within our business. As part of this best practice 
approach, all incidents need to be recorded and investigated so 
as to learn from them, while preventive or corrective actions 
must be taken to eliminate any recurrence. The implementation 
of a the new SAP EHS Incident Management System was 
finalised at financial year-end with the launch of the new system 
scheduled for early in the new financial year. Employee training 
on the new incident management process was completed, 
including training on root cause analysis methodologies in order 
to improve the quality of our investigations.

Health and Safety Performance

The business is pleased to report that it again recorded a 
fatality-free year. In 2013/14, our operations saw a large 
increase in exposure hours due to the statutory plant 
shutdown in Mossel Bay and the execution of Project Ikhwezi. 
Despite this, we achieved a commendable Disabling Injury 
Frequency Rate (DIFR) of 0.23 against the target of ≤ 0.4.

The graph below, shows the distribution of disabling injuries 
and DIFR over the financial years 2006/7 to 2013/14. The 
organisation is working to better understand and eliminate 
the root causes of these injuries so that this figure can be 
reduced in coming years. This will be done by reviewing 
incident investigations already conducted to ensure that the 
root causes identified, and actions taken, prevent repeat 
occurrences.

The commitment from both staff and management to 
establish and maintain a system of medical surveillance 
that is proportionate to the health risk profile of the 
organisation was made evident by the 90.4% of our staff 
that completed the medical surveillance examination 
during the year under review.

Site-specific occupational hygiene surveys were conducted 
in order to understand the health risks that our employees 
could be exposed to. Recommendations from these 
surveys have been implemented, and this will continue into 
the next financial year.

Disabling Injuries and DIFR (2007-2014)

YEAR-END DIs and DIFR (2007 – 2014)

Di
sa

bl
in

g 
In

ju
rie

s 
(D

is
)

Years

DI
FR

18

16

14

12

10

 8

 8

 4

 2

 0

0.45

0.4

0.35 

0.3 

0.25

0.2

0.15

0.1

0.05

0
2007 2008 2009 2010 2011 2012 2013 2014

9 15 14 7 15 17 7 12Dis (Year-end)

DIFR 0.23 0.38 0.34 0.15 0.39 0.4 0.14 0.23



review of the 2013/14 fiNANCiAL YeAr

57 | PetroSA Integrated Annual Report 2014

Environmental performance

The main corporate indicator for environmental performance 
is the number of environmental incidents. We define an 
environmental incident as any event that has a localised effect 
that causes environmental damage beyond any fence boundary, 
or that results from a substantiated community complaint, or that 
constitutes permit exceedance or non-compliance.

This broad definition allows for the analysis of a wide-range 
of environmental concerns, which we believe are key to 
understanding and improving our performance. In 2013/14, 
9 environmental incidents occurred, against the target of 
12 split between the Operations, New Ventures Upstream 
and TS&L Divisions (see Figure below). Although there was 
no improvement in overall performance in comparison with 

the previous year, it is pleasing that there was a reduction in 
repeat incidents, which demonstrates that effective learning 
from past incidents is taking place.

The Auditor-General (A-G) undertook an environmental audit 
at PetroSA in May and June 2013. The audit was focused 
on environmental legal compliance, specifically in relation to 
potential liabilities. There were no repeat findings recorded. 
There is focused attention on the environmental risk 
management systems since these are fundamental to the 
effective identification and control of environmental liabilities. 
Progress in closing any findings raised is monitored by 
management and the BARC on a quarterly basis.

Environmental Incidents
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Quality performance

Our core priority is the continued delivery of good quality 
products and services, as well as the continual improvement of 
internal processes to meet and exceed customer expectations. 
In order to fulfil this objective, we maintain a Quality 
Management System that conforms to the internationally 
recognised ISO 9001:2008 Standard. This conformance is 
tested by conducting internal and external audits. 

A surveillance audit of our Quality Management System (QMS) 
was undertaken by the South African Bureau of Standards 
(SABS) in the second quarter of the 2013/14 financial year. 
The primary objective of the audit was to assess our continued 
conformance to the ISO9001:2008 code and Mark-scheme 
requirements. The secondary objective of the audit was to 

assess our depot operations in Bloemfontein and Tzaneen for 
inclusion in our scope of certification.

With all the requirements having been met, the SABS 
approved the continued retention of our ISO 9001 
certification, and the scope was increased to include the 
Bloemfontein and Tzaneen depots. The new certificate 
expires in March 2016.

This ISO 9001:2008 re-certification demonstrates our  
ability to provide products and services that enhance 
customer satisfaction and meet statutory and regulatory 
requirements. This includes the development and 
maintenance of systems that sustain a mutually beneficial 
supplier/customer relationship.

2013-14 Quality Internal Audits
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PetroSA centre of excellence in Mossel Bay
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Corporate Governance Statement

The PetroSA Board of Directors strive to promote the 
highest standard of corporate governance, by subscribing 
to the principles of good corporate governance as outlined 
in the King III Report, PFMA 1 of 1999, as amended, 
Companies Act 71 of 2008, as amended. Good Corporate 
governance includes the structures, processes and 
practices that the Board of Directors utilises to direct and 
manage the operations of PetroSA and its subsidiaries. 
This is to ensure proper accountability by the Board to the 
shareholders and other stakeholders.

It is the Board’s understanding and belief that adherence 
to good corporate governance will improve the confidence 
of its shareholder, stakeholders and employees in the 
leadership of the company to allow space for wealth 
creation and economic well-being to the wider community of 
stakeholders and society.

To ensure compliance with King III principles, an on-going 
monitoring of developments in the field of corporate 
governance is maintained and improvements are made to 
the extent determined as appropriate.

To that end in 2014, the company conducted a 
company-wide King III Review with a view to test actual 
compliance with the King III Report. The company further 
conducted an independent Board evaluation on Board 
effectiveness through the Institute of Directors in Southern 
Africa. These reports were adopted by the Board and the 
implementation plan to address recommendations 
emanating from these assessments will be formulated and 
implemented accordingly in the 2014/2015 financial year.

Key highlights on governance for the year  
under review

As indicated above, the company’s governance practices 
are continuously reviewed to ensure alignment and 
adherence to legislation, regulations and the latest 
governance trends. The following highlights some of the 
key implementations on the Group’s governance framework 
during the reporting period:

• the establishment of the Board Ad Hoc Committee 
on the Implementation of the Investigative Reports 
viz. CEF & PetroSA Joint Task Team (JTT), 
SizweNtsalubaGobodo First Investigation Report 
(SNG1), SizweNtsalubaGobodo Second Investigation 
Report (SNG2), KPMG Report;

• the appointment of Mrs Lindiwe Bakoro as GCFO of 
the company effective 1 November 2013 following the 
departure of the previous GCFO, Mr N Nika.

• the re-appointment of the following independent  
non-executive directors for a duration subject to notice 
by the Shareholder (noting that the maximum term for 
directorship at any point in time is three years):

– Ms Esther Fortunate Letlape;

– Ms Musa Moment Zwane; and

– Mr Andrew Conway Gaorekwe Molusi

• the establishment of EMAC (Executive Management 
Assurance Committee), chaired by the GCEO with the 
relevant Terms of Reference;

• approval and introduction of Anti-Bribery and  
Anti-Corruption Policy;

• review, update and approval of PetroSA’s Code of 
Ethics;

• review of the PetroSA Levels of Authority Matrix;

• independent Evaluations of the Board and its 
committees by the IOD;

• review of company-wide processes to test and monitor 
compliance with King III Report;

• the establishment of the Enterprise Portfolio 
Management Office (“EPMO”) in November 2013;

• A continuous monitoring Project was launched 
and  implemented in human capital, supply chain 
management and finance processes, using data 
analytics to assist in the timely identification of patterns, 
trends, anomalies and gaps in business processes. 
This helps to reduce operational risks, minimise 
profit erosion and mitigate the risk of fraud ultimately 
impacting the company’s outcome;

• quarterly reports covering a wide array of governance 
including compliance, ethics, risk and fraud to the 
Board Audit and Risk Committee and the Shareholder 
(CEF);

• implementation of Dashboards for Enterprise Risk 
Management reporting;

• development of the Social and Ethics Member 
handbook which was circulated to all Board Members;

• company-wide Anti-Bribery and Anti-Corruption 
Campaign;

• updated Employee Group Compliance Manual with 
acknowledgment of receipt and contents therein by all 
staff

• in accordance to the company’s practice of allowing 
Board members to attend training on governance and 
developments within the industry at the company’s 
cost, some members of the Board attended the 
following training:

– fundamentals of Refining and Supply Economics 
(TRFE-ARSA13); and

– oil Trading Orientation (OTO-ARSA13).
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Board responsibilities

The Board of PetroSA accepts that it is ultimately 
accountable and responsible for the performance and affairs 
of the company. The Board functions in terms of the Board 
Charter:

• acts as the focal point for, and custodian of, corporate 
governance by managing its relationship with 
management, the shareholder and other stakeholders 
of the company along sound corporate governance 
principles;

• appreciating that strategy, risk, performance and 
sustainability are inseparable, the Board gives effect to 
this by:

– contributing to and approving the strategy;

– satisfying itself that the strategy and business 
plans do not give rise to risks that have not 
been thoroughly assessed and mitigated by 
management;

– identifying key performance and risk areas;

– ensuring that the strategy will result in sustainable 
outcomes; 

–  considering sustainability as a business opportunity 
that guides strategy formulation;

• provides effective leadership on an ethical foundation.

• ensures that the company is and is seen to be a 
responsible corporate citizen by having regard to not 
only the financial aspects of the company but also 
the impact that business operations have on the 
environment and the society within which it operates;

• ensures that the company’s ethics are managed effectively;

• ensures that the company complies with applicable laws;

• ensures that there is effective risked based internal auditing;

• appreciates that stakeholder’s perceptions affect the 
company’s reputation;

• acts in the best interests of the company by ensuring 
that individual directors:

– adhere to legal standards of conduct.

– are permitted to take independent advice (should 
the need arise) in connection with their duties 
following an agreed procedure. 

–  disclose real or perceived conflicts to the Board 
and deal with them accordingly.

• appoints and evaluates the performance of the GCEO;

• define levels of materiality, reserving specific powers to 
itself and delegating other matters, with the necessary 
written authority, to the GCEO;

• ensures that a comprehensive system of policies and 
procedures is in place and that appropriate governance 
structures exist to ensure the smooth, efficient and 
prudent stewardship of the company;

• exercises objective judgement on the business affairs 
of the company, independent from management but 
with sufficient management information to enable a 
proper and informed assessment to be made;

• over and above the responsibilities of the Board in 
terms of the Companies Act and corporate governance 
best practice, the Board, as the “accounting authority” 
in terms of the Public Finance Management Act 
(PFMA), ensure compliance with the additional 
responsibilities under this Act.

Board structure

In terms of section 49 of the Public Finance Management 
Act (No 1 of 1999) the Board is the accounting authority of 
PetroSA. The Group has a unitary Board structure made up 
of a majority of non-executive directors, appointed by the 
shareholder. The Board retains overall accountability for the 
running of the company and reserves, for itself, decisions on 
matters that could have a material impact on the business.

The Executive Management is charged with the day-to-day 
running of business, with the Board addressing a range of 
key issues to ensure that it retains the strategic direction of, 
and proper control over, the PetroSA Group of Companies. 

The non-executive directors are appointed on a three-year 
cycle and re-appointment is not automatic. The Board meets 
at least once every quarter. For the period under review 
the Board met 28 times. This unprecedented number of 
meetings was due to the following strategic matters some 
of which were not planned for and required either the Board 
approval or consideration viz.

• Forensic Investigations and the implementation of such 
reports:

– Sizwe NtsalubaGobodo Report (1 and 2);

– KPMG Report;

– CEF/PetroSA Joint Task Team Report;

– Public Protector Enquiry;

• Project Irene (Acquisition of a downstream assets);

• Project Ikhwezi (Five Well drilling programmes to  
provide feedstock for the sustainability of the GTL Plant 
in Mossel Bay.
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Board committees

The Board established several committees in order to assist 
it in the discharge of its duties. All Committees operate under 
Board approved terms of reference, which may be updated 
with the latest developments in corporate governance. 
Each committee operates within these defined terms of 
reference and is chaired by a non-executive director.

Board Audit and Risk Committee (BARC)

The primary objective of the Committee is to assist the 
Board in fulfilling its oversight responsibilities in relation to 
Audit, Compliance and Risk Management activities across 
all the subsidiaries under the ownership control of the 
PetroSA Group. The committee has an independent role 
with accountability to both the Board and the Shareholder.

The role of the Committee is to fulfil all its functions in terms 
of the Companies Act, No. 71 of 2008, to assist the Board 
in discharging its responsibilities with regard to financial 
and auditing oversight responsibilities, and to advise and 
assist the Board with regard to overseeing the design and 
implementation of the Group’s enterprise wide risk 
management policy and procedures.

The Committee consists of three independent non-executive 
directors, elected by the Shareholder at each annual general 
meeting (AGM), who are suitably skilled and collectively have 
sufficient qualifications and experience to fulfil their duties. 
The Board appointed the Chairman of the Committee, 
an independent non-executive director.

BOARD
Mr S Mncwango (Interim Chairman) 

Mrs N Nokwe (GCEO)
Mrs L Bakoro (GCFO)
Mr LED Hlatshwayo

Ms E Letlape
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Adv B Madumise

Mr C Molusi
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INVEsTIGATION REPORTs

Mr S Mokoena (Chairman)
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Corporate Governance Statement (continued)
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The committee has formal terms of reference approved by 
the Board. The effectiveness of the committee is assessed 
annually.

The GCEO, GCFO, Chief Internal Auditor, Chief Risk and 
Compliance Officer, External Auditors and other assurance 
providers are permanent invitees to the committee 
meetings. Other executive managers are invited to the 
committee meetings when required.

Board Human Capital Committee (HCC)

This Committee is chaired by a non-executive director and 

comprises three independent non-executive directors appointed 

by the Board. The GCEO and the Vice President Human Capital 

attend the committee meetings by invitation.

This Committee reviews and recommends annual 

remuneration increases, terms and conditions of 

employment, the payment of incentives and bonuses, 

general fringe benefits, human capital related policies and 

the appointment of senior staff at an executive level.

Business Performance and Monitoring 
Committee (BPMC)

The primary objective of the committee is to assist the 

Board of Directors in carrying out its responsibilities in 

relation to broader aspects of performance within the 

organisation and the reporting thereof to the Shareholder 

in terms of the Public Finance Management Act (PFMA), 

Shareholder’s Compact and the King Code.

The membership of the committee consists of three  

non-executive directors appointed by the Board of Directors. 

The committee is chaired by a non-executive director.

Growth and Strategy Committee (GSC)

The purpose of the GSC is to develop a long-term strategic 
plan for PetroSA that incorporates the business vision and 
mission, taking cognisance of the company’s goals and 
objectives, as well as the best interests of the shareholder.

The committee’s recommendations on new projects to 
the Board are based on in-depth analysis, discussion, and 
careful consideration of the potential impacts of its high-level 
strategic decisions.

The committee consists of four non-executive directors and 
is chaired by a non-executive director.

Social and Ethics Committee (SEC)

The Companies Act, No 71 of 2008 (the Act) requires 
that companies falling within specific categories appoint 
a Social and Ethics Committee (the committee) to report 
on the company’s performance in respect of non-financial 
aspects of the company relating to social and environmental 
governance. In terms of section 72(4) of the Companies 
Act, 2008 and regulation 43(2), every SOC is required to 
establish this committee.

To ensure compliance with this provision of the Act, the 
Social and Ethics Committee is established to assist and 
advise the board and the Shareholder on all aspects 
assigned to the committee in terms of the Act and this 
terms of reference.

The purpose of the committee is to monitor the company’s 
activities, having regard to any legislation, other legal 
requirements or prevailing codes of best practice, with 
regard to employment equity, B-BBEE, Health and Safety, 
good corporate citizenship, consumer relationship, labour 
and employment and environmental issues.

The committee is chaired by an Independent  
non-executive director with two non-executive directors as 
members of the committee.
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Board Ad Hoc Committee on the Implementation 
of the Investigation Reports viz. CEF/PetroSA 
Report, SNG 1 and 2, KPMG Reports

The purpose of the Board Ad Hoc Committee (BAC) was 
to oversee and spearhead the implementation of the JTT 
Report and its recommendations specific to PetroSA and 
implementation of the PetroSA Board outstanding decisions 
on the SNG and KPMG Reports. The BAC performed its 
task within the principles of good governance and upon 
finalisation of its mandate submitted a final report to the 
Board for consideration.

The committee comprised of four non-executive directors 
appointed based on their skills in the following areas namely. 
Human Resources, Legal, Governance and Finance.

Executive committee (EXCO)

The EXCO consists of all the Executive Management of 
the company, including the following permanent invitees: 
Chief Internal Auditor, Chief Risk and Compliance Officer, 
Group Security Manager and Corporate SHEQ Manager. 
Under the leadership of the GCEO, EXCO is responsible for 
implementing the strategic plan of the company as well as 
for managing its business affairs generally. The executive 
committee meets at least twice a month.

Company Secretary

The Company Secretary is responsible for the execution of 
all relevant and regulatory requirements applicable to those 
positions set out in the Companies Act, No 71 of 2008.

The Company Secretary is responsible for the induction of 
new directors and ongoing education of directors.

All the directors have unrestricted access to the advice 
and services of the Company Secretary, whose office is 
accountable to the Board for ensuring that procedures are 
complied with and that sound corporate governance and 
ethical principles are adhered to.

Resignations from and appointments to the 
Board during the current financial period

During the year under review, Dr B Mokaba resigned as the 
Chairman and Director of the Board and Mr S Mncwango 
was appointed the Interim Chairman in his stead with effect 
1 May 2013. The former Chairman of the Board Audit and 
Risk Committee (BARC), Mr A Rhoda resigned from both 

the Board and BARC on 9 April 2013 and was replaced by 
Mr LED Hlatshwayo as the Chairman of BARC. With effect 
from 1 December 2013, Ms K Kekana was appointed as the 
Company Secretary following the resignation of Adv S Ngaba.

Social And Ethics Committee Report

Having a Social and Ethics Committee is a legal requirement 
for many companies in South Africa and for all SOC’s in 
particular. The requirement is derived from the Companies 
Act of 2008, which specifies that all qualifying companies 
have such a committee in place by 1 May 2012. PetroSA 
has met its requirement in terms of the Act and has a Social 
and Ethics Committee in place.

A Social and Ethics Member Handbook, together with a 
three-year work plan was developed and approved to serve 
as a basis for the work to be undertaken by this committee. 
The purpose of this handbook is to clarify some of the issues 
relating to the role, responsibilities and operations of PetroSA’s 
Social and Ethics Committee. It is split into four main sections:

• Part one provides a context for the Social and Ethics 
Committee within the PetroSA Group. It focuses on 
the specific role of the committee within the wider 
governance structure and the areas of emphasis it 
should cover.

• Part two gives a summary of the responsibilities of 
the committee with reference to the existing Terms of 
Reference.

• Part three details the criteria for monitoring and 
reporting. As the statutory responsibilities of the 
committee revolve around these activities, it is important 
to have clarity over the various laws, regulations and 
policies it will monitor and on which it will report.

• Part four seeks to assist members by providing a clear 
framework, or work plan, designed to ensure that the 
committee covers all its responsibilities over a planned 
timeframe.

It is important to note that, in the South African context, 
most such committees are still in their infancy at the majority 
of companies where they exist and their effectiveness will 
grow over time. The work plan depicted below takes this 
into account and spans a period of three years to achieve 
full coverage of all reporting elements.

Corporate Governance Statement (continued)
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Social and Ethics Committee Report

The committee’s approved Social and Ethics Work plan required that performance against the 12 principles set out in OECD 
and recommendations made be monitored and reported to the committee. The Group Compliance Function was tasked 
with reporting to the committee on progress of implementing OECD principles and recommendations by Management.

The status at year-end was assessed as below:

OECD Principle Status

Visible support from senior management in the prevention of corruption and bribery

Clear policy on corruption

Existence of financial procedures to prevent/detect foreign bribery

Communication and training on ethics and compliance programme

Internal compliance with policy and procedure

Oversight of ethics and compliance programmes. Execution of ethics and compliance programme

Measures to support the observance of ethics and compliance programmes

Existence of disciplinary procedures to address corruption

Execution of ethics and compliance programme

Program to prevent and detect foreign bribery

Existence of guidance for directors, employees and business partners on complying with Groups ethics 
compliance programme periodic review

Periodic Review of Ethics and Compliance Programme

In place In progress Overdue

The committee has discharged its mandate in accordance with the Company’s Act, 2008 and operated throughout the year in 
consonance with the approved Terms of Reference of the Social and Ethics Committee as approved by the PetroSA Board.

TIMELINE Year 3+

Confirmation

CURRENT POsITION

Operations of 
committee 
Reviewed and  
appraised

PHAsE

% OPERATIONAL  
EFFECTIVENEss

KEY 
ACTIONs

Year 1 Year 2

Foundation 

10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

Appointment Operational phase

Decision made 
to appoint S&E 
Committee

Appointments made 
and responsibilities 
confirmed

S&E Committee commences and 
standardised agenda developed  
and tested
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King III Application

Sound corporate governance underpins PetroSA’s ability to function with integrity and accountability; to systematically and 
independently review risks and opportunities; and to make decisions that will assist the company to build sustainable value. 
In this regard, a King III assessment to compliance was commissioned this year as part of the Internal Audit review and the 
results of the assessment are detailed below.

   
Full/Partial Compliance achieved to the Principles

Governance Element King III – Code of Governance Principles Response:

1.
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1.1 The Board should provide effective leadership based on an ethical 
foundation

1.2. The Board should ensure that the company is and is seen to be a 
responsible corporate citizen

1.3. The Board should ensure that the company’s ethics are managed 
effectively

2.
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2.1. The Board should act as the focal point for and custodian of 
corporate governance

2.2. The Board should appreciate that strategy, risk, performance and 
sustainability are inseparable

2.3. The Board should provide effective leadership based on an ethical 
foundation

2.4. The Board should ensure that the company is and is seen to be a 
responsible corporate citizen

2.6. The Board should ensure that the company has an effective and 
independent audit committee

2.7. The Board should be responsible for the governance of risk

2.8. The Board should be responsible for information technology (IT) 
governance

Non-compliant1

2.9. The Board should ensure that the company complies with 
applicable laws and considers adherence to non-binding rules, 
codes and standards

2.10. The Board should ensure that there is an effective risk-based 
internal audit

2.11. The Board should appreciate that stakeholders’ perceptions affect 
the company’s reputation

2.12. The Board should ensure the integrity of the company’s integrated 
report

Non-compliant2

1 An enhanced approach to IT governance has been adopted by the Board.  
2 The Board has agreed to put Integrated Reporting on the agenda going forward.
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Governance Element King III – Code of Governance Principles Response:
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2.13. The Board should report on the effectiveness of the company’s 
system of internal controls

2.14. The Board and its directors should act in the best interests of the 
company

2.15. The Board should consider business rescue proceedings or other 
turnaround mechanisms as soon as the company is financially 
distressed as defined in the Act

2.16. The Board should elect a chairman of the Board who is an 
independent non-executive director. The CEO of the company 
should not also fulfil the role of chairman of the Board

Non-compliant3

2.17. The Board should appoint the GCEO and establish a framework for 
the delegation of authority

2.18. The Board should comprise a balance of power, with a majority of 
non-executive directors. The majority of non-executive directors 
should be independent

2.19. Directors should be appointed through a formal process

2.20. The induction of and ongoing training and development of directors 
should be conducted through formal processes

2.21. The Board should be assisted by a competent, suitably qualified and 
experienced Company Secretary

2.22. The evaluation of the Board, its committees and the individual 
directors should be performed every year

Non-compliant4

2.23. The Board should delegate certain functions to well-structured 
committees but without abdicating its own responsibilities

2.24. A governance framework should be agreed between the Group and 
its subsidiary Boards

Non-compliant5

2.25. Companies should remunerate directors and executives fairly and 
responsibly

Non-compliant6

2.26. Companies should disclose the remuneration of each individual 
director and certain senior executives

2.27. Shareholders should approve the company’s remuneration policy

3 The non-executive chairman was interim chairman pending the appointment of a independent chairman.
4 An independent evaluation was completed after year-end.
5 The shareholder compact is currently used as the governance framework.
6 The remuneration of directors is determined by the holding company.
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Governance Element King III – Code of Governance Principles Response:

3.
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3.1. The Board should ensure that the company has an effective and 
independent audit committee

3.2. Audit committee members should be suitably skilled and 
experienced independent non-executive directors

3.3. The audit committee should be chaired by an independent  
non-executive director

3.4. The audit committee should oversee integrated reporting Non-compliant7

3.5. The audit committee should ensure that a combined assurance model 
is applied to provide a coordinated approach to all assurance activities

Non-compliant

3.6. The audit committee should satisfy itself of the expertise, resources 
and experience of the company’s finance function 

3.7. The audit committee should be responsible for overseeing of 
internal audit

3.8. The audit committee should be an integral component of the risk 
management process

3.9. The audit committee is responsible for recommending the 
appointment of the external auditor and overseeing the external 
audit process

3.10. The audit committee should report to the Board and shareholders 
on how it has discharged its duties
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4.1. The Board should be responsible for the governance of risk 

4.2. The Board should determine the levels of risk tolerance

4.3. The risk committee or audit committee should assist the Board in 
carrying out its risk responsibilities

4.4. The Board should delegate to management the responsibility to 
design, implement and monitor the risk management plan

Non-compliant

4.5. The Board should ensure that risk assessments are performed on 
a continual basis

4.6. The Board should ensure that frameworks and methodologies 
are implemented to increase the probability of anticipating 
unpredictable risks

4.7. The Board should ensure that management considers and 
implements appropriate risk responses

Non-compliant

4.8. The Board should ensure continual risk monitoring by management

4.9. The Board should receive assurance regarding the effectiveness 
of the risk management process

4.10. The Board should ensure that there are processes in place enabling 
complete, timely, relevant, accurate and accessible risk disclosure 
to stakeholders

7 The Board has agreed to put Integrated Reporting on the agenda going forward.

King III Application (continued)
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Governance Element King III – Code of Governance Principles Response:
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5.1. The Board should be responsible for information technology (IT) 
governance

5.2. IT should be aligned with the performance and sustainability 
objectives of the company

5.3. The Board should delegate to management the responsibility for the 
implementation of an IT governance framework

5.4. The Board should monitor and evaluate significant IT investments 
and expenditure

5.5. IT should form an integral part of the company’s risk management

5.6. The Board should ensure that information assets are managed 
effectively

5.7. A risk committee and audit committee should assist the Board in 
carrying out its IT responsibilities
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6.1. The Board should ensure that the company complies with 
applicable laws and considers adherence to non-binding rules, 
codes and standards

6.2. The Board and each individual director should have a working 
understanding of the effect of the applicable laws, rules, codes and 
standards on the company and its business

Non-compliant

6.3. Compliance risk should form an integral part of the company’s risk 
management process

6.4. The Board should delegate to management the implementation of 
an effective compliance framework and processes

7.
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it 7.1. Internal audit should follow a risk based approach to its plan

7.2. Internal audit should provide a written assessment of the effectiveness 
of the company’s system of internal controls and risk management

7.3. Internal audit should be strategically positioned to achieve its 
objectives
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8.1. The Board should appreciate that stakeholders’ perceptions affect 
a company’s reputation

8.2. The Board should delegate to management to proactively deal with 
stakeholder relationships

8.3. The Board should strive to achieve the appropriate balance between its 
various stakeholder groupings, in the best interests of the company. Non-compliant

8.4. Companies should ensure the equitable treatment of shareholders Non-compliant
8.5. Transparent and effective communication with stakeholders is 

essential for building and maintaining their trust and confidence

8.6. The Board should ensure that disputes are resolved as effectively, 
efficiently and expeditiously as possible Non-compliant
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9.1. The Board should ensure the integrity of the company’s integrated report Non-compliant8

9.2. Sustainability reporting and disclosure should be integrated with the 
company’s financial reporting

9.3. Sustainability reporting and disclosure should be independently 
assured Non-compliant

8 The Board has agreed to put Integrated Reporting on the agenda going forward.
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GOVERNANCE PROCESSES

Code of conduct and business ethics

In today’s competitive and rapidly changing business 
environment, doing the right thing has never been more 
important. The continued success and strong public image 
of PetroSA is directly dependent upon the high ethical 
conduct of its Board, executive management, employees 
and contractors.

The Employee Group Compliance Manual is a condensed 
summation of the code of ethics policy, gift register 
procedure and declaration of related party interests, 
prevention of fraud and corruption policy et al and other 
conduct related policies and procedures.

Quarterly Group Compliance and Ethics Reports are tabled 
to EXCO and the Board in which key risks, ethical issues, 
major developments and issues relating to compliance 
incidents are brought to their attention in line with the 
defined materiality levels.

Awareness, training and monitoring

During the past financial year the Risk Management and 
Compliance Department embarked on an extensive training 
and awareness drive to ensure that principles around risk 
management, fraud, ethics and compliance are embedded 
throughout the organisation. A Group-wide roadshow was 
undertaken and was supplemented by quarterly Induction 
Training and Awareness sessions and divisional MANCO 
presentations that are ongoing throughout the financial year. 

The awareness campaign focused on:

• Enterprise wide risk management;

• Group compliance and ethics; and

• Fraud awareness.

The core fraud risks facing the company as part of the Fraud 
Prevention Plan Strategy were revisited within the company. 
The identified controls to mitigate these were evaluated 
for effectiveness. The general consensus, based on the 
exercise, was that existing controls to mitigate fraud risks 
are sufficient in the organisation.

The consistent documenting of “fraud messages” in the 
quarterly news bulletin “Shifting Sands” continues to serve 
to awaken and heighten the moral conscience of all PetroSA 
employees and is a regular reminder of the work done 
by the Group Forensics and the potential consequences 
of illegal activities. The main thrust of the bulletin is to 
communicate results of anti-fraud initiatives, provide 
feedback on the status of forensic matters under review or 
concluded, and to share learnings on control breakdowns 
and how these can be prevented in the future.

Shifting Sands is PetroSA’s preferred platform for improving 
communication between Group Forensics and employees. 
The initiative is based on the concepts of partnered 
transparency, accountability, and continuous improvement 
in the fight against fraud and corruption.

As part of its quest for excellence, the Risk Management 
and Compliance Department revisited and updated the 
contents of the Employee Group Compliance Manual 
in the year under review. This was distributed to, and 
acknowledged by, all employees in the organisation. 
In addition, the following core frameworks were developed 
and widely distributed in the financial year under review:

• Enterprise Wide Risk Management Integrated 
Documentation – This document is designed to provide 
a complete guide to the Enterprise Risk Management 
(ERM) Framework for the PetroSA Group. It contains 
the full range of ERM documentation including policy, 
processes and procedures and clarification of roles and 
responsibilities, together with key templates to assist in 
implementation.

  

 

  

 

PetroSA Guidelines for Effective 
Enterprise Risk Management  

Enterprise Risk Management 
Integrated Documentation
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• Group Compliance Integrated Documentation  
This document is designed to provide a complete 
guide to the Group Compliance Framework. It contains 
the full range of Group Compliance documentation 
including policies, processes and procedures and 
clarification of roles and responsibilities.

 

 

  

Enterprise Risk 
Management 
Management 

Integrated 
Documentation 

PetroSA Guidelines for Group 
Compliance  

Group Compliance           
Integrated Documentation 

• Group Forensics Integrated Documentation  
This document is designed to provide a complete 
guide to the Group Forensics Management 
Framework. It contains the full range of Forensics 
related documentation including policies, processes 
and procedures and clarification of roles and 
responsibilities. The Board and GCEO of PetroSA 
have committed the company to a process of Fraud 
and Corruption Management that is aligned to the 
principles contained in the Public Finance Management 
Act 1 of 1999.

 

 

 

 

  

 

PetroSA Guidelines for  

Forensic Services 

Group Forensics Integrated 
Documentation 

Anti-Bribery and Corruption

The company is committed to the eradication of fraud, 
corruption, misconduct and any irregularities. The 
Prevention of Fraud and Corruption Policy addresses fraud 
risk management both proactively and reactively. The Group 
has an outsourced whistle blower hotline, which is available 
to all staff, various stakeholders and members of the public.  
All reported cases are treated with utmost confidentiality, 
through the Fraud Response Committee (FRC), to protect 
the rights of both the whistle blower and the alleged party. 
The FRC is a committee of the Board accountable to the 
Board Audit and Risk Committee. The primary objective 
of the committee is to ensure that all fraud allegations 
from sources are recorded and investigated in accordance 
with the Prevention of Fraud and Corruption Policy and 
Procedures. In the quest to intensify fraud and corruption 
eradication, the Board has in this financial year approved 
the Anti-Bribery and Anti-Corruption Policy for the PetroSA 
group. The policy referred herein is currently being 
implemented by management.
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GOVERNANCE PROCESSES (continued)

Compliance risk management

The PetroSA Board of Directors is accountable for ensuring compliance with laws, regulations, policies and procedures and 
any adopted standards applicable to the company. The function of compliance has been delegated throughout the company 
based on specialist areas. In addition, the Group Compliance Function is charged with assisting management in discharging 
its responsibility to comply with statutory, regulatory and supervisory requirements by facilitating the development, 
establishment and maintenance of an efficient and effective compliance risk management process.

As a principle PetroSA does not tolerate non-compliance with laws, regulations and any of its own standards. Through 
the Group Compliance Function, the recording of non-compliance, using the materiality levels (quantitative and qualitative) 
defined in the Group Compliance Policy, is designed to provide EXCO and the Board with an on-going view of the 
compliance environment.

PetroSA has developed a Regulatory Compliance Universe that contains a list of 88 Acts which are applicable to the 
company as depicted in the figure below and on page 75.

Extreme
(16)

High 
(30)

Medium 
(19)

Low  
(23)

Regulatory  
Compliance 

Universe
(88 Acts and 
regulations)

The Regulatory Compliance Universe was approved by the Board. The Acts and Regulations in the universe are currently 
being profiled and the process is at various stages of completion. The graphical representation expresses the regulatory 
universe per category and in relation to risk rating done by management.
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As at year-end of the 2013/14 financial year, 55 (63%) Acts 
within the Regulatory Universe had been profiled. These 
Acts were in various stages of assurance with 46 Acts 
having been adequately assessed, of which nine Acts have 
been through an effectiveness review process.

PetroSA has also developed extensive compliance 
procedures to ensure that all employees and stakeholders 
in the compliance function are fully aware of their 
responsibilities within the compliance risk management 
framework. As part of inculcating a culture of compliance 
within the group, the Executive Management signs off 
a Management Representation Letter to the GCEO and 
the Board every quarter. This declares and attests to: the 
presence or absence of any issues of conflict of interest; 
compliance to laws, policies and procedures; the status and 
knowledge of fraudulent activities within the divisions; and 
the application of risk management techniques in discharge 
of their duties.

Ensuring Business Continuity

Business Continuity Management, as a discipline within 
PetroSA, maintains a collection of plans that are readily 
accessible and available for use in the event of a disaster 
or major disruptions to business activities. These plans are 
informed by an approved Business Continuity Management 
policy and accompanying procedures, which require that all 
Business Continuity Plans across the organisation be kept in 
ready mode for execution and are updated at least annually or 
as and when material changes to business processes occur.

PetroSA maintains Business Continuity Plans for all of its 
locations and business critical processes. These plans are all 
updated and tested for their relevance and ability to mitigate 
scenarios described in the plans and strategy. The Group 
Compliance Function through training, awareness and the 
deployment of an Employee Group Compliance Manual 
ensures their continued relevance through the allocation of 
these plans to different role players in the company.

Extreme

High

Medium

Low

Enviromental Business Finance Health Information Justice Labour Security Regulations

12

10

8

6

4

2

   0%

5

4

1 1 1 1 1 1 1 1 1 1

2 2 2

8

5 5

4 4 4

7

6

9

11



GOVERNANCE, COMPLIANCE AND RISK MANAGEMENT

76 | PetroSA Integrated Annual Report 2014

Combined assurance

Combined assurance is the process of integrating and 
aligning assurance processes in a company to maximise 
risk and governance oversight and control efficiencies, and 
optimise overall assurance to the audit and risk committee 
considering the company’s risk appetite.

King III advocates that the BARC should ensure that 
a combined assurance model is applied to provide a 
coordinated approach to all assurance activities. In response 
to this principle, the group has formulated a combined 
assurance framework for use by all PetroSA assurance 
providers to ensure a broader coverage of risks facing the 
organisation.

The Group Combined Assurance Plan offers tangible 
benefits that extend beyond providing compliance. 
These include:

• improved coordination of reports to the Board and its 
sub-committees;

• consolidated and prioritised tracking of remedial action on 
identified improvement opportunities and weaknesses;

• the usage of the combined assurance framework 
to support the BARC and the Board in making a 
statement on integrated reporting;

• reduced business or operational disruptions;

• more coordinated and focused assurance efforts 
focusing on key risk exposures; and

• possible reduced assurance activities costs.

Group Combined Assurance does not come without 
limitations and these have been highlighted to the Board. 
Some of the limitations noted include:

• the approach being adopted for this framework assumes 
that the risk profiles form the complete risk universe;

• risks, at a process or departmental level, are not 
completely accounted for in arriving at the corporate 
strategic risk register;

• escalation of risks to corporate strategic risk does not, 
in all instances, consider risks at process level;

• the identification and cooperation of all assurance 
providers within and outside the company remains a 
challenge.

PetroSA recognises that a concerted effort will be required 
to ensure that the work done by all assurance stakeholders 
(internal and external) is properly coordinated and that 
the reliability and interdependence of such work can be 
assured. The three lines of defence include management 
and internal control framework design, oversight functions 
and external/ independent assurance.

Management and internal control framework design

PetroSA has a number of management controls and 
governance structures in place to provide assurance 
on the status of governance and control at a Group 
level. These include clearly-defined and documented 
processes, policies that are approved by the Board and 
controlled and accessible to all staff through the SAP 
Document Management System, defined procedures, 
and organisation-wide work practices.

Oversight functions

The company has a number of oversight functions that 
exist to provide structure, process, strategic management, 
policy and procedures within the company. Some of the key 
oversight functions at PetroSA include:

• Corporate Safety, Health, Environment, Quality and 
Security Department – exercises oversight through a 
systematic quarterly review of performance, internal 
audits and monitoring. These are outlined in the annual 
Corporate SHEQ Management Plan.

• Enterprise Wide Risk Management – facilitates the 
ongoing identification of risks and related controls 
throughout the organisation. This process is subject 
to quarterly updates and reporting.

• Group Compliance Function – reports to the Chief 
Risk and Compliance Officer and has a direct reporting 
line to the Chairperson of the BARC on compliance 
matters. The compliance matters are reported to various 
specialised risk management committees including the 
Proposals Committee, Group Assurance Committee 
(GAC), Executive Management Assurance Committee 
(EMAC), ITSC (Information Technology Steering 
Committee), EXCO, and the BARC. Group Compliance is 
actively functioning and represented in these committees.

•  Business Unit Compliance Champions (BUCCs) provide 
a degree of oversight in relation to the business activities 
of each division. Each BUCC has the responsibility to 
assist divisional management in handling compliance 
risk within the division and reporting on these activities 
to an oversight committee known as Group Assurance 
Committee (GAC). All BUCCs also report to the 
divisional Vice Presidents (VPs). BUCCs co-ordinate 
compliance activities and report quarterly, or as required 
by the Risk and Compliance Department, on the state 
of compliance in their divisions. VPs enter into formal 
agreements with the Risk and Compliance Department 
to ensure that BUCCs for all divisions are allocated 
and or reconfirmed and that the percentage time they 
spend on risk and compliance activities (KPAs and KPIs) 
is standardised across the company. This is done to 
inculcate a culture of risk management and compliance.

GOVERNANCE PROCESSES (continued)
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External/Independent assurance

The Auditor-General’s responsibility is to express an opinion 
on the financial statements and to report on findings relating 
to the audit of the report on predetermined objectives and 
compliance with material matters in laws and regulations 
applicable to the entity.

The PetroSA Internal Audit (IA) function derives its 
independence from its Charter, which has been approved 
by the Board. IA reports functionally to the BARC and has a 
direct line of communication to the Chairman of the BARC.  
It also reports administratively to the GCEO.

Various independent statutory and regulatory bodies including 
but not limited to SARS, Nersa, DoE, SABS, National 
Treasury, and the Department of Environmental Affairs play a 
pivotal role in the review of specific company processes and 
provide independent assessment of these processes.

Enterprise Wide Risk Management

The primary role of the Risk Management function is to 
design, implement and monitor the process of enterprise 
wide risk management and its integration into the day-to-
day activities of the company.

PetroSA’s philosophy on enterprise wide risk management 
is that of proactive management of risks accompanied by 
the exploitation of any related opportunities. To this end, 
the Risk Management and Compliance Department, under 
the guidance of the GCEO, has put in place a number of 
governance structures and documents. The policies are 
subject to yearly review and regular updating to ensure 
alignment with best practices and include the following:

• Group Compliance Policy

• Anti-Bribery and Anti-Corruption Policy (approved  
in 2013/14)

• Enterprise Wide Risk Management Policy  
(updated in 2012)

• Business Continuity Management Policy

• Prevention of Fraud and Corruption Policy

• Gift Register Procedure and Declarations of Related 
Party Interests (updated in 2012)

• Code of Ethics

Other governance structures, include the 
following EXCO sub-committees:

The Information Technology Steering Committee – which 
aligns IT investment with business requirements and reviews 
high level IT risks.

The Proposals Committee – which is a technical review 
committee comprising all relevant disciplines to assess 
proposals and make recommendations to EXCO for approval.

The Group Assurance Committee – established by 
EXCO to assist in coordinating and reviewing operational 
assurance activities, including risk evaluation, risk 
management, compliance and risk control responsibilities as 
they relate to all PetroSA operational risks of the business).

The Executive Management Assurance Committee 
(EMAC) – established by the GCEO with primary responsibility 
to oversee governance at PetroSA and ensure that outcomes 
from all assurance providers (internal or external) are sufficiently 
dealt with to mitigate the risks faced by the organisation. 
The committee makes decisions on the adequacy (quality, 
integrity and reliability) of PetroSA’s assurance activities and 
works to enhance and operationalise the King III report 
recommendations with specific reference to “Tone at the Top”. 
It is focused on driving a change in governance philosophy 
at PetroSA to ensure that executives take full ownership of 
governance within their respective divisions.

Some of these governing policies and structures have been 
supplemented with work procedures, practice frameworks 
and terms of references. Risks are continuously identified 
throughout the organisation, including mitigation strategies 
and where appropriate management action plans. This 
process is rolled into the development of a Corporate 
Strategic Risk Register that is dynamic in nature and 
reviewed quarterly by EXCO, BARC and the Board.

In line with integrating and embedding a culture of enterprise 
wide risk management, risk management plays a pivotal role and 
informs key decisions taken by management and the Board.
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Key risks and mitigating activities

In analysing and assessing the strategic risks facing the organisation during the year under review PetroSA has graphically 
depicted Vision 2020 as a Parthenon. In addition to the four primary focus areas PetroSA has identified three additional focus 
areas for the purposes of risk identification. The strength of any structure is directly dependent on the integrity, stability and 
strength of its underlying foundations. PetroSA group has therefore identified Skills, Finance and Governance as foundations 
on which the pillar structure and ultimately Vision 2020 rests. Without solid foundations any structure will eventually collapse. 
The graphic below shows the alignment between strategic focus areas and business risks.

strategic Risk Profile Aligned to Vision 2020

sustainability

•  Failure to secure 
sustainable feedstock for 
the GTL refinery

Transformation

•  Failure to achieve 
transformation targets

•  Failure to meet targets 
for attracting people with 
disabilities and women

sHEQ

•  Non-compliance and non-
conformance to key SHEQ 
regulatory requirements

Finance

•  Technical basis for 
abandonment provision 
of the operations plants/
facilities inadequate

•  Funding Risk – Failure to 
achieve Vision 2020 due 
to a lack of funding on 
key strategic projects

Growth

•  Failure to achieve Vision 
2020 objective of a fully 
integrated Oil and Gas 
Company

•  Reserve addition targets 
not met

skills

•  Shortage of skills in 
critical areas required 
to execute on the 
Company’s strategic 
objectives

Governance

•  Non-compliance with laws, standards, regulations  
and practices in all juristrictions where we do business

• Reputational damage to PetroSA

Profitable  
25% share of the Liquid Fuel Market 
Fully Integrated National Oil Company
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GOVERNANCE PROCESSES (continued)
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The table below provides further detail in respect of identified risks:

Risk Indicator – Corporate strategic risk Mitigation of risk

Risk Description 001

Failure to achieve Vision 2020 objective of a fully 
integrated Oil and Gas Company

Downstream entry.

Conclude Project Mthombo feasibility study.

Risk Description 002

Failure to secure sustainable feedstock for the  
GTL Refinery

Pre-feasibility studies for refinery sustainability projects.

LNG study.

Optimised GTL refinery production profiles.

Well intervention programme.

Explore shale gas opportunities.

Successfully complete Project Ikhwezi.

Risk Description 003

Reserve addition targets not met Execute business development within the current portfolio 
of assets.

Asset management for West Coast and South Coast Blocks 
in South Africa.

Risk Description 004

Funding Risk – Failure to achieve Vision 2020 due  
to a lack of funding on key strategic projects

Optimise revenue generation.

Self-fund projects where appropriate.

Seek external funding to support large strategic projects.

Rigorous cost management.

Risk Description 005

Shortage of skills in critical areas required to execute 
on the company’s strategic objectives

Execute Talent Management Policy.

Enhance succession plans for priority roles.

Continue to invest in graduate training programme and 
placement of graduates in business.

Continue to invest in Leadership Development Programme.

Risk Description 006

Non-compliance with laws, standards, regulations and 
practices in all jurisdictions where we do business  
(i.e. Tax laws; environmental legislations; labour etc)

Dedicated group compliance and ethics office and 
governance structures in place.

Formal, quarterly Management Representation process in 
respect of compliance.
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Risk Indicator – Corporate strategic risk Mitigation of risk

Risk Description 007

Reputational damage to PetroSA Code of Ethics and Code of Conduct in place and closely 
monitored.

Robust governance structures in place and monitored.

Stakeholder engagement policy applied.

Risk Description 008

Technical basis for abandonment provision of the 
operations plants/facilities inadequate

Complete review of technical basis for abandonment 
provision.

Risk Description 009

Failure to meet targets for attracting people with 
disabilities and women

Responsibility for attraction of target groups included in 
divisional scorecards.

Enhanced database of agencies that focus on appointment 
of target groups is in place and is consulted.

Risk Description 010

Failure to achieve transformation targets Active Employment Equity Forums in place.

Regular monitoring and reporting on B-BBEE targets.

Risk Description 011

Non-compliance and non-conformance to key SHEQ 
regulatory requirements. 

Legal appointments in terms of relevant Acts.

Implementation of Annual SHEQ Management Plan.

Incident Management System.

Site-specific SHEQ legal registers.

PetroSA utilises risk management software to capture and report Group risks across the organisation. During this period 
under review, the ERM Dashboard module was launched to enhance reporting. ERM Dashboards introduce full web user 
functionality without the requirement for users to navigate long lists of risks. It is designed to make interaction with the risk 
management framework more accessible and user-friendly.

GOVERNANCE PROCESSES (continued)
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Enterprise Portfolio Management Office “EPMO”

As a catalyst for improved and visible project governance 
and reporting, PetroSA made a decision in November 2013 
to establish for the first time in the history of the company 
an Enterprise Portfolio Management Office. The EPMO is 
currently one of the key strategic projects in the Office of the 
GCEO. The EPMO will assume the role of overseeing the 
day to day activities of this function. The office is intended 
to provide support to projects by monitoring and evaluating 
all strategic project performance against a common project 
execution framework. EPMO integrates with other existing 
governance structures like the EXCO, GAC and EMAC to drive 
adherence to appropriate governance and best practice to 
deliver excellence in project management across the company. 
At the core of the EPMO is the overall tracking and analysis of 
PetroSA’s strategic portfolio while the execution remains the 
business/project manager’s responsibility.

As the EPMO progresses and matures, it will provide a 
simple reporting structure that gives a bird eye’s view of all 
strategic and consolidated portfolios which will assist the 
project approval in the gated processes.

Internal Audit

The Internal Audit Activity is governed by the Internal 
Audit Charter which is reviewed and approved annually by 
the Board Audit and Risk Committee. To provide for the 
independence of the Internal Audit Activity, the Chief Internal 
Auditor reports functionally to the Board Audit and Risk 
Committee and administratively to the GCEO. The Chief 
Internal Auditor has unrestricted access to the GCEO and 
Chairman of the Board and meets privately with the Board 
Audit and Risk Committee Chairman on a quarterly basis. 
The Chief Internal Auditor has a standing invitation to attend 
meetings of the Executive Committee or other committees 
made up of a majority of senior executives, but is not a 
member of these committees.

The Internal Audit Activity is responsible for providing 
independent, objective assurance on the adequacy and 
effectiveness of the Group’s governance, risk management 
and internal control processes to Senior Management and 
the Board. The Internal Audit Activity includes the provision 
of consulting services which are designed to add value and 
improve the company’s business systems.

The Internal Audit Activity follows a risk based approach 
in formulating its annual and strategic internal audit plan, 
approved by the BARC. The annual plan is reviewed on 
a quarterly basis for material changes in the Group’s risk 
profile; revisions to the annual plan are approved by the 
BARC.

The Chief Internal Auditor submits formal quarterly reports 
to the BARC summarising the results of the internal audit 
activity, the progress made by management in addressing 
exceptions previously raised by Internal Audit and other 
significant issues.

The Chief Internal Auditor maintains a quality assurance 
and improvement programme to ensure that a continuously 
effective level of performance, compliant with the Institute of 
Internal Auditors (IIA) Standards and the Code of Ethics, is 
upheld. The programme includes annual internal quality self-
assessments which are performed by Senior Internal Audit 
staff members and external assessments, such as quality 
assurance reviews, conducted periodically, at least once 
every five years, by external, independent reviewers. 
The Institute of Internal Auditors carried out the most 
recent assessment in May 2011 and concluded that the 
Internal Audit Activity generally conforms to the international 
standards for the Professional Practice of Internal Auditing. 
An improvement plan was implemented to address the 
deficiencies noted during the independent assessment.
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REMUNERATION PHILOSOPHY

The company’s remuneration policy has been designed to 
achieve the following objectives:

• Attract and retain talented people with the optimum 
mix of skills, competencies, values and behaviours.

• Aggressively drive a distinction between high 
performers and low performers by offering high 
potential remuneration/ reward for high performance.

• Drive the company’s performance and the creation of 
shareholder value.

• Encourage and remunerate team and individual 
performance.

• Pay people relative to their specific market and their 
individual contribution.

• Offer people choice in terms of the structuring of 
their remuneration and benefits to meet individual 
needs and life style requirements.

• Encourage the development and application of 
skills and competencies required to meet current 
and future organisational objectives.

• Remunerate individuals differentially based on their 
market value, competence and level of performance.

• Enable high achievers to share in the financial 
success of the organisation.

• Enable people to have a stake in the long-term future 
of the organisation.

• Reflect the company’s approach to its people as being 
fair, transparent and equitable.

Remuneration at PetroSA is based on a total reward 
strategy, which aims to achieve the right mix between 
guaranteed and variable pay as well as a positive work 
environment with opportunities for learning and growth. 

Remuneration will be linked to business goals and objectives 
via organisational value drivers and balanced scorecard 
measures. 

The remuneration mix of guaranteed and variable 
remuneration will differ according to job level as illustrated 
in the table below:

Job level
Guaranteed 

remuneration 
Variable 

remuneration
Executives and senior 
management 75% 25%
TASK grades 14 and higher 80% 20%
TASK grades 13 and lower 85% 15%

The following is a summary of the abovementioned 
remuneration components:

Guaranteed remuneration

Guaranteed remuneration is designed to ensure that 
individuals are paid equitably internally and externally relative 
to their worth in the market and their contribution to the 
success of the company. 

Guaranteed remuneration consists of the following 
components and represents that portion of remuneration 
that is payable for achieving targets:

• Basic salary

• Retirement funding

• Medical aid

• Car Allowances

• Group life assurance

• Disability insurance

Market comparisons are based on total guaranteed 
remuneration and in In order to calculate the market values, 
the most relevant and appropriate remuneration surveys 
produced by reputable remuneration consultants are used.

Variable remuneration

In PetroSA’s case, the variable component of its 
remuneration structure consists of a short-term incentive 
plan (STIP) which was designed with the following objectives 
in mind:

• To drive organisation, team/departmental and individual 
performance;

• To encourage and reward participants for achieving 
and exceeding targeted performance levels annually, 
i.e. to foster a performance culture; and

• To attract and retain critical/scarce skills.

In terms of the short term incentive scheme (STIP) adopted 
by PetroSA, employees who qualify for participation in the 
scheme, are categorised into bonus leagues. 

The Bonus leagues have been categorised into an A, B and 
C League. The definitions of these leagues and the on-target 
incentive bonuses applicable to each league are as follows:

League Definition On-target bonus
A TASK grades 13 and lower 20% of TGR
B TASK grades 14 and ligher 25% of TGR
C Executives and Senior Management 30% of TGR
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Incentive bonuses payable under the STIP are not 
guaranteed and payment will be dependent on PetroSA’s 
performance against its Corporate Balanced Scorecard. 
Bonuses declared will be paid differentially to teams 
and individuals based on performance against specified 
Divisional Balanced Scorecard measures. Individual 
Performance management results are used to differentiate 
between individuals.

In terms of the rules of the STIP, bonuses of up to 200% 
of on-target bonuses could be earned if the performance 
targets that are defined in the Corporate Balanced 
Scorecard are exceeded by a significant margin. 

Annual salary reviews 

General increases, which are subject to approval by the Board 
having taken into account the company’s overall performance, 
salary market movements and the company’s parity against the 
external salary markets, are effected on 1 July of each year. 

For the purpose of salary adjustments, employees have 
been categorised as follows:

Bargaining Unit (TASK grade 14 and lower)

The level of annual increases of all employees that fall within 
the Bargaining Unit are determined at national level through 
negotiations at the National Bargaining Council for the 
Chemical Industry (NBCCCI).

Non-bargaining Unit (TASK grades 15 and higher, 
including executives)

The level of the annual increases to be awarded to 
employees that fall within the Non-bargaining Unit are 
determined by the Board. Performance based increases 
apply to this category of employees and for this purpose 
a linear scale, with a minimum and maximum that is 
determined on an annual basis after the quantum of the 
average increase that may be awarded becomes known, 
is used to calculate individual increases. 

The level of increases to be awarded to this category of 
employees is based on following factors and indicators: 

• Affordability of Increases

• Consumer Price Index

• Movements in the salary market 

• Comparative ratios

BOARD DECISIONS
The following decisions need to be made by the board on 
an annual basis with regard to the remuneration policy:

• Quantum of increase to be given to employees that 
falls outside the bargaining Unit i.e. employees on 
TASK job grades 15 and higher;

• Approval of discretionary increases in excess of the 
quantum of increases awarded to bargaining unit 
employees, i.e. employees on TASK grades 14 and lower, 
as agreed and approved from time to time by the National 
Bargaining Council for Chemical Industries (NBCCI);

• Determination of the level of executive’s  remuneration;

• Approval of the payment or non-payment of annual 
incentives; and

• The quantum increases awarded to Bargaining Unit 
employees are as agreed and approved from time to 
time by the National Bargaining Council for Chemical 
Industries (NBCCI)

The Human Capital Committee is the governance structure that 
monitors adherence to the remuneration strategy and policy.

NON-EXECUTIVE REMUNERATION
The remuneration of non-executive directors is determined 
by the shareholder. Non-executive directors are reimbursed 
for company-related expenses.

PERTINENT FACTS IN RELATION 
TO 2013/2014 EXECUTIVE 
REMUNERATION AND SENIOR 
MANAGEMENT REMUNERATION
• An average increase of 4% was awarded to the 

members of the Executive Team (EXCO)

• An average increase of 5.9% was awarded to senior 
managers on TASK grades 20 and higher.

• Incentive bonuses averaging 31.3% of Total 
Guaranteed Remuneration TGR) were paid to the 
members of the Executive Team (EXCO).

• In order to retain, motivate and reward the executives 
and selected senior managers who are able to 
influence the performance of PetroSA, on a basis 
which aligns their interests with those of the company’s 
shareowners, and provides them with competitive, 
performance based remuneration the Board has 
approved the implementation of a Long-Term Incentive 
Plan (LTIP).The LTIP provides for executives and 
selected senior managers to receive on an annual 
basis a combination of performance vesting units 
and performance allocated restricted units which on 
aggregate ranges between 30% and 60% of TGR. 
Both awards have a vesting period of five years. The 
plan will be rolled out retroactively from 1 July 2013.

* Directors’ Emoluments can be found in Note 33 of the Audited Annual Financial Statements
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Directors’ responsibility statement
For the year-ended 31 March 2014

The Board acknowledges its responsibility to ensure the integrity of the integrated report. The Board has applied its mind to 
the integrated report and believes that it addressed all material issues, and presents fairly the integrated performance of the 
organisation and its impacts.

The integrated report has been prepared in line with best practice and recommendations of King III.

The integrated report was approved by the Board and is signed on its behalf by:

Mr S Mncwango Ms NN Nokwe
Interim Chairman GCEO
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Report of the Auditor-General to parliament on the Petroleum Oil 
and Gas Corporation of South Africa SOC Limited

Report on the summarised consolidated financial statements
1. The accompanying summarised consolidated financial statements, which comprise the summarised consolidated 

statement of financial position as at 31 March 2014, the summarised consolidated statements of profit or loss and 
other comprehensive income, changes in equity and cash flows for the year then ended, and related notes, are derived 
from the audited annual consolidated financial statements of the Petroleum Oil and Gas Corporation of South Africa 
SOC Limited (PetroSA) for the year ended 31 March 2014. I expressed an unmodified audit opinion on those annual 
consolidated financial statements in my report dated 31 July 2014.  My audit report on the audited annual consolidated 
financial statements contained emphasis of matter and additional matter paragraphs. In addition, my report contains 
a “Report on Other Legal and Regulatory Requirements” which reports on the usefulness and reliability of selected 
predetermined objectives of the company and compliance with legislation (included below). The annual consolidated 
financial statements, and the summarised consolidated financial statements, do not reflect the effects of events that 
occurred subsequent to the date of my report.

2. The summarised consolidated financial statements do not contain all the disclosures required by the South African 
Statements of Generally Accepted Accounting Standards and the requirements of the Public Finance Management 
Act, 1999 (Act No. 1 of 1999) (PFMA) and Companies Act of South Africa (Act No. 71 of 2008), as applicable to annual 
consolidated financial statements. Reading the summarised consolidated financial statements, therefore, is not a 
substitute for reading the audited annual consolidated financial statements of PetroSA.

Accounting Authority’s Responsibility for the Summarised Consolidated Financial Statements

3. The board of directors which constitute the accounting authority, is responsible for the preparation of the summarised 
consolidated financial statements in accordance with the basis for preparation note to the summarised consolidated 
financial statements and the requirements of the PFMA and Companies Act of South Africa and for such internal control 
as the accounting authority determines is necessary to enable the preparation of the summarised consolidated financial 
statements that are free from material misstatement, whether due to fraud or error.

Auditor-General’s Responsibility

4. My responsibility is to express an opinion on the summarised consolidated financial statements based on my 
procedures, which were conducted in accordance with International Standard on Auditing (ISA) 810, Engagements 
to Report on Summarised Financial Statements read with International Standards of Supreme Audit Institutions (ISSAI) 
1810 and the Public Audit Act, 2004 (Act No. 25 of 2004) (PAA).

Opinion

5. In my opinion, the summarised consolidated financial statements derived from the audited annual consolidated financial 
statements of PetroSA for the year ended 31 March 2014 are consistent, in all material respects, with those annual 
consolidated financial statements, in accordance with the basis for preparation note to the summarised consolidated 
financial statements and the requirements of the PFMA and Companies Act of South Africa as applicable to summarised 
financial statements.

Emphasis of Matters

6. The emphasis of matter paragraphs in my audit report dated 31 July 2014 draws attention to the following:

• “Restatement of comparative figures” due to corrections made during the current financial year relating to prior 
financial years for production assets, restoration assets and the abandonment provision, treatment of exploration 
and evaluation assets and the inclusion of duty at source (DAS) and CEF levies in sales and cost of sales. 
In addition, certain balances were reclassified during the current year to provide more appropriate disclosure and 
the balances for the financial year 31 March 2013 and 31 March 2012 were restated to reflect these changes.

• “Material impairments” due to an impairment of R3.395 billion raised during the current year in respect of the 
GTL refinery cash-generating unit of PetroSA.
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Additional Matter

Other reports required by the Companies Act

7. The “other reports required by the Companies Act” paragraph in my audit report dated 31 July 2014 states that as part 
of my audit of the annual consolidated financial statements for the year ended 31 March 2014, I have read the Directors’ 
Report, the Audit Committee’s Report and the Statement of the Secretary for the purpose of identifying whether there 
are material inconsistencies between these reports and the audited annual consolidated financial statements. These 
reports are the responsibility of the respective preparers. The paragraph also states that, based on reading these 
reports, I have not identified material inconsistencies between these reports and the audited annual consolidated 
financial statements. The paragraph furthermore states that I have not audited these reports and accordingly do not 
express an opinion on these reports.

8. The emphasis of matter and additional matter paragraphs do not have an effect on the summarised consolidated 
financial statements or my opinion thereon.

Report on other legal and regulatory requirements
9. In accordance with the PAA and the general notice issued in terms thereof, I reported in my report dated 31 July 2014 

findings on the reported performance information against predetermined objective for Finance – Cost optimisation 
and utilisation of resources on pages 8 to 13 of the audited annual consolidated financial statements and findings on 
compliance with legislation with regards to the annual financial statements and expenditure management. The objective 
of my tests was to identify reportable findings as described in my report dated 31 July 2014 but not to gather evidence 
to express assurance on these matters. Accordingly, I do not express an opinion or conclusion on these matters.

Pretoria
30 September 2014

Report of the Auditor-General to parliament on the Petroleum Oil 
and Gas Corporation of South Africa SOC Limited (continued)
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Summarised consolidated annual financial statements
For the year-ended 31 March 2014

These consolidated annual financial statements comprise a summary of the audited consolidated annual financial statements 
of the Group for the year ended 31 March 2014 that were approved by the Board of Directors on 22 July 2014.

The summarised consolidated annual financial statements are not the Group’s statutory accounts and do not contain all 
the disclosures required by South African Statements of Generally Accepted Accounting Practice (SA GAAP). Reading the 
summarised consolidated annual financial statements, therefore, is not a substitute for reading the audited consolidated 
annual financial statements of the Group, as they do not contain sufficient information to allow for a complete understanding 
of the results and state of affairs of the Group. 

The audited consolidated annual financial statements have been audited by The Auditor-General.

Basis of preparation
The summarised consolidated annual financial statements have been prepared in accordance with the framework concepts 
and the measurement and recognition requirements of SA GAAP and the information as required by IAS 34(AC 127): 
Interim Financial Reporting and the requirements of the Companies Act of South Africa No. 71 of 2008, as amended. 
The summarised consolidated annual financial statements have been prepared using accounting policies that comply with 
SA GAAP and which are consistent with those used to prepare the consolidated annual financial statements for the current 
and prior years.

Access
The audited consolidated annual financial statements from which these summarised financial statements have been derived 
are available on the company’s website at www.petrosa.co.za.

The summarised consolidated annual financial statements were prepared by Lindiwe Mthimunye-Bakoro CA(SA), GCFO, and 
approved by the Board of Directors.

Mr S Mncwango Ms NN Nokwe
Interim Chairman GCEO



90 | PetroSA Integrated Annual Report 2014

Summarised statement of financial position
As at 31 March 2014

Note

Audited
2014

R’000

Audited
2013

R’000
Restated

ASSETS

Non-current assets

Property, plant and equipment 2  18 016 750  15 509 171 

Intangible assets  1 541 059  3 130 903 

Investment in subsidiaries and associates  –    –   

Other financial and non-current assets  785 511  721 621 

 20 343 320  19 361 695 

Current assets

Restricted cash  1 725 000  2 594 000 

Other financial and current assets  6 485 235  6 330 730 

Cash and cash equivalents  5 489 903  7 442 483 

 13 700 138  16 367 213 

TOTAL ASSETS  34 043 458  35 728 908 

EQUITY AND LIABILITIES

Equity

Share capital and reserves  18 472 397  19 978 561 

Non-current liabilities

Deferred tax  1 791 557  1 728 498 

Provisions  8 125 194  8 286 357 

 9 916 751  10 014 855 

Current liabilities

Other financial liabilities  1 591 050  2 037 200 

Bank overdraft  357 655  –   

Provisions and other current liabilities  3 705 605  3 698 292 

 5 654 310  5 735 492 

TOTAL EQUITY AND LIABILITIES  34 043 458  35 728 908 
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Summarised statement of profit or loss and comprehensive income
For the year-ended 31 March 2014

Audited
2014

R’000

Audited
2013

R’000
Restated

Revenue  21 199 294  18 880 815 

Cost of sales  (18 524 595)  (16 920 159) 

Gross profit  2 674 699  1 960 656 

Other income  1 157 748  379 764 

Operating expenses  (5 056 222)  (1 717 602) 

Operating (loss)/profit  (1 223 775)  622 818 

Investment income  439 273  732 954 

Finance costs  (804 080)  (816 993) 

(Loss)/profit before taxation  (1 588 582)  538 779 

Taxation  (60 129)  73 370 

(Loss)/profit for the year  (1 648 711)  612 149 

Other comprehensive income:

Items that may be reclassified subsequently to profit or loss

Exchange differences on translating foreign operations  142 547  90 534 

Total comprehensive (loss) income  (1 506 164)  702 683 
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Summarised statement of changes in equity
For the year-ended 31 March 2014

Total share
capital
R’000

Foreign
currency

translation
reserve
R'000

Retained
income
R’000

Total
equity
R’000

GROUP

Opening balance as previously reported  2 755 936 4 671 15 257 464  18 018 071 

Restatement of profit  –    –   1 257 807  1 257 807 

Balance at 1 April 2012 as restated – Audited  2 755 936  4 671  16 515 271  19 275 878 

Profit for the year as previously reported  –    –   593 452  593 452 

Restatement of profit – – 18 697 18 697

Restated profit for the year 612 149 612 149

Other comprehensive income  –   90 534  –    90 534 

Balance at 1 April 2013 as restated – Audited  2 755 936  95 205  17 127 420  19 978 561 

Loss for the year  –    –    (1 648 711)  (1 648 711) 

Other comprehensive income  –   142 547  –    142 547 

Balance at 31 March 2014 – Audited  2 755 936  237 752  15 478 709  18 472 397 

Summarised statement of cash flows
For the year-ended 31 March 2014

Audited
2014

R’000

Audited
2013

R’000
Restated

Net cash from operating activities 2 995 754  3 746 315 

Net cash used in investing activities  (4 765 404)  (9 634 391) 

Net cash used in/from financing activities  (697 988)  471 343 

Cash and cash equivalents movement for the year  (2 467 638)  (5 416 733) 

Cash and cash equivalents at the beginning of the year  7 442 483  12 848 843 

Effect of exchange rate movements on cash balances 157 403  10 373 

Cash and cash equivalents at the end of the year  5 132 248  7 442 483 
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Notes to the summarised consolidated annual financial statements
For the year-ended 31 March 2014

1. Restatements

As disclosed in note 16 to the consolidated annual financial statements, certain comparative figures in the statement of 
financial position, statement of profit or loss and other comprehensive income and statement of cash flows have been 
restated and/or reclassified due to corrections made and to more accurately reflect the nature of the expenses and 
underlying balances. The effect of these restatements on the net asset value of the group was an increase of  
R0.02 million in 2013 and an increase of R1.3 billion in 2012.  

2. Property, plant and equipment (PPE)

Additions to PPE amounted to R5.3 billion (2013: R4.1 billion). Due to the volatile macroeconomic environment and 
creep in project costs relating primarily to delays in first gas from the Ikhwezi drilling programme, an impairment review 
was performed on the GTL refinery, which is the company’s main cash-generating unit (CGU). The outcome of the 
review necessitated an impairment of R3.4 billion. The impairment loss was recorded as part of operating expenses. 
PetroSA will continue to review the recoverable amount of the CGU in the event of future changes in reserves and 
relevant macroeconomic indicators.

3. Capital commitments and contingent liabilities

The group has commitments for the acquisition of capital items amounting to R4.6 billion (2013:  R4.9 billion) to be 
funded from internal cash resources.

4. Subsequent events

On 3 July 2014, PetroSA Equatorial Guinea, a subsidiary of PetroSA, received a letter (dated 10 June 2014) to terminate 
the Block Q licence, from the Ministry of Mines, Industry and Energy of Equatorial Guinea. This will impact the potential 
liability (estimated at $60 million) that would have arisen as a penalty had PetroSA Equatorial Guinea retained the licence 
up to December 2014. Enquiries are currently being made from the country manager in Equatorial Guinea as well as 
from PetroSA’s own parent Ministry to seek further clarification on the matter. Consequently, no contingent liability nor 
commitment has been disclosed.

5. Performance against objectives

Please refer to the full set of consolidated annual financial statements, pages 8 to 13 for reporting on performance 
against objectives.
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Notes
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