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Part (e) Identify and describe four ways in which Azimuth could reduce its 
carbon footprint. 

Marks 

Note to markers: No marks awarded unless mechanism identified and described  

1. Investing/ developing greener vehicle technology, by for example working with 
the supplier to develop new cleaner technologies, requiring suppliers to demonstrate 
more efficient truck motors and supporting components. (Hybrid/Electrical) 

 
2 

2. Proper training of drivers to ensure fuel efficient driving, (e.g. optimal speeds in 
the correct gear to reduce fuel consumption, , incentivizing fuel saving, etc.).  

 
2 

3. Regular maintenance of the fleet, by ensuring that the fleet is serviced regularly 
and maintenance is kept up to date, so that the fleet can perform at its optimal level 
and new technologies can be implemented as needed. 

 
2 

4. Installation of solar panels and other clean energy technologies where possible to 
generate and store its own electricity. This will reduce the reliance on the Eskom 
network which is coal-intensive and contributes to Azimuth’s carbon footprint.  

 
2 

5. Implementation of energy-saving devices across the business, such as lights that 
switch off automatically if there is no one in the room and using more energy-efficient 
components such as LED bulbs. 

 
2 

6. Reducing business travel requirements (car, air and train) by rather using 
technology such as video conferencing and Skype where possible. Also schedule 
meetings etc. in such a way to reduce travel, e.g .centralized locations, group travel, 
etc. 

2 

7. Enhancing building  and office design (interior and exterior) to safe energy by,  
shading and narrowing of office windows, optimizing natural light; provide insulation 
and heat loss and natural heating so that there is less demand/need for air 
conditioning (climate control – building infrastructure). 

 
2 

8. Using less paper, by using electronic devices such as tablets to obtain electronic 
signatures, issuing invoices electronically, etc., rather than providing hard-copy 
invoices.  

2 

9. Investing in carbon emission incentive schemes ,where CO2 cannot be reduced 
adequately in the short term, to bring in CO2 credits (e.g. forest programmes). 

2 

10. Monitoring to ensure fuel efficiency and reducing out-of-route-kilometers 
travel by drivers, by closely monitoring and tracking drivers routes/detours,. regular 
monitoring and reporting of drivers average speed, fuel usage etc. 

2 
 

11.  Getting involved in community projects that contribute to reducing carbon 
footprint. (e.g. tree planting initiative) 

2 
 

12. Develop and implement a Recycling policy, such as recycling paper, glass, cans 
etc, and encourage use of re-washable paper, cups, etc. 

2 

13. Any other valid point with a logical explanation 2 

Available 26 

Maximum 8 

Total for part (e) 8 

 
 

Part (f) Describe the key risks with regard to the establishment of the owner-
driver scheme for –  
(i) Azimuth 

Marks 

1. Failure to improve B-BBEE rating of Azimuth because it subcontracts an 
insignificant portion (1% to 2% of orders received) to the owner-driver entities. 

2 

2. Disgruntled/ upset drivers /dissatisfied drivers (former employees) as a result of 
lost job security and employment benefits (e.g. annual leave, sick leave) that may 
result in protest actions particularly if they feel the scheme was forced on them. 
(reputational risk) 

2 

3. Azimuth may have to pay retrenchment packages and settlements from labour 
disputes as settlements may become payable as a result of terminating the employ of 
the drivers, which may be a significant cash cost to Azimuth. 

2 
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4. Drivers not selected might take action against Azimuth resulting in labour unrest 
or potential litigation if some of the drivers are upset because they were not selected 
to participate in the owner-driver scheme. 

2 
 

5. Conflict with unions or risk of a backlash from the unions, who may see this scheme 
as a way of effecting redundancies and basically transferring full-time employees to 
more short-term contracts. 

 
 

2 

6. The scheme may be viewed as ‘window dressing’ (“fronting”) and the resulting     
reputational/political risk that the scheme may be labelled as not truly empowering as 
the owner-drivers are not allowed to use the trucks to render transport services to any 
other entity in terms of the service level agreement (SLA). 

 
 
 

2 

7. Drivers may use vehicles for unauthorised purposes and there remains a risk that 
the drivers will ‘moonlight’ and undertake other work during slow periods, to the 
detriment of the condition of the trucks and potentially leading to lower productivity 
from the drivers. 

 
2 

8. Operational risk of losing control of a portion of the value chain/quality of 
service as Azimuth will become dependent on owner-drivers who will be hard to 
control as individual contractors if the scheme grows to a larger proportion of its 
overall business. This could also jeopardize the reputation of Azimuth and lead to loss 
of customers. 

2 

9. Set-up costs could have been significant as additional costs would have been 
incurred for introducing the scheme: selecting drivers, managing finance leases and 
collections and setting up entities and the resulting compliance costs, placing strain on 
cash flows, operations, etc  

 
 

2 

10. Possible continued financial obligation  of Azimuth  to continue supporting 
Roadstarters financially if the scheme comes under financial pressure in order to 
ensure that it can continue to service its clients, which already is taking place. Also 
possible recourse from the owner-drivers as Azimuth is already unable to allocate 
sufficient work to them to be financially sustainable. 

 
 
 

2 

11. Drivers may attack the commission structure/backlash from the owner-drivers 
for pocketing an effective 10% commission, given that it pays Roadstarters 90% of 
the amount received from the end client for work orders received and subcontracted 
to Roadstarters. 

2 
 

12. Life span and long term viability of the scheme as scheme is only for 6 years and 
thereafter Azimuth may not be able to renegotiate favorable  terms/drivers are 
empowered and may offer their services in competition to Azimuth 

2 

13. Any other valid point with a logical explanation 2 

Available  26 

Maximum 14 

Total for part (f)(i) 14 

  
 

Part (f) Describe the key risks with regard to the establishment of the owner-
driver scheme for –  
(ii) owner-drivers  

Marks 

1. Owner-drivers can only have Azimuth as a client, resulting in customer 
concentration risk, rendering the owner-drivers highly dependent on Azimuth since 
they are not allowed to render transport services to any other entity in terms of the 
SLA. Also negative business sentiment at Azimuth resulting from poor governance 
practices could impact the customer base of drivers. 

2 

2. Risk that drivers do not have sufficient training (legal, financial, operational) to 
be owners of trucks and operate in terms of their new contractual arrangements 
resulting in Azimuth needing to provide legal claims, operational failures and 
potential financial support. 

 
2 

3. Dependent on a single supplier and financier for trucks/lack of competitive 
tendering and price benchmarking for trucks as Roadstarters is only supplier 

 
2 
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(possibly not at best price & quality) and is limited to sourcing financing from Truck 
Supply, which exposes the owner-drivers to the risk of dependency on a single 
supplier and financier for the trucks they acquire.  

4. Owner-drivers exposed to residual risk of ownership, because as owners of 
Roadstarters, the truck drivers are now exposed to the residual risk of ownership, 
and will be exposed to variable income and expenses given variations in operating 
costs such as maintenance, insurance and fuel. (foregone security of fixed income) 

2 

5. Loss of benefits and security of being full-time employees as owner-drivers will 
lose the job security, cash flow certainty and employee benefits of being employed 
by a larger organisation like Azimuth (e.g. guaranteed packages, pensions and paid 
leave). 

 
2 

6. Owner-drivers exposed to interest rate risk because as the owner-drivers will be 
exposed to cash-flow risk given the financing arrangement with Truck Supply, 
including exposure to interest rate variation given changes in credit risk and South 
African CPI. 

 
2 

7. Owner-drivers potentially reduced their rights to industrial action by entering 
into the scheme, the owner-drivers have potentially reduced their right to strike as 
they are now effectively independent contractors to Azimuth and no longer 
employees (there is a reduction in their collective bargaining rights). 

 
 
 

2 

8. Potential for owner-drivers to be exposed to contingent liabilities because as 
owner-drivers they are now potentially exposed to contingent liabilities due to 
contractual provisions in the SLA regarding minimum standards of delivery and 
payment of excess on insurance claims. (Accuracy of the 90%) 

 
 

2 
 

9. Financial and operational viability of the scheme and the potential for owner-
drivers to  suffer losses if the scheme does not turn out to be profitable for the 
owner-drivers or if they fail to settle their debt, they could be left with significant 
losses and face unemployment in view of their potentially tarnished credit records. It 
appears that there are already problems as Azimuth is not able to allocate sufficient 
work to Roadstarters to run profitably. (1% to 2% of orders received – is it enough to 
break even) 

 
 
 

2 
 

10. It is not clear whether the SLA can be changed unilaterally by Azimuth and 
Roadstarter’s relationship with Azimuth is highly reliant on the SLA. Accordingly  
Azimuth could potentially change compensation goals or other key terms unilaterally, 
which would leave the owner-drivers potentially facing financial difficulty. 

 
 
 

2 

11. Long term prospect/sustainability of the scheme as it is only for 6 years and 
there is no guarantee that it will be renewed/not enough business may be available 
under the contract to generate sufficient returns for the drivers, resulting in them 
being worse off than before. 

2 

12. Any other valid point with a logical explanation 2 

Available 24 

Maximum 12 

Total for part (f)(ii) 12 

Communication skills – clarity of expression 1 

Total for part (f) 27 

 
 

Part (g) Discuss, with reasons, any concerns you have about corporate 
governance at Azimuth with reference to the Ke Nako service contract. 

Marks 

1. Domination of business decisions by the CEO, Mr Oliviera as the decision 
making at Slush appears to be done by Mr Oliviera, with no board oversight or 
formal approval processes, which is contrary to the King III requirement of the Board 
being the focal point of corporate governance 

 
2 

2. Mr Oliviera is both CEO and acting Chairman of the Board of Azimuth, which is 
not best practice for corporate governance, which requires board and chairman 
independence, and possibly the main reason why he can make key decisions 

 
2 
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without too much scrutiny. 

3. Subsidiaries may not hold more than 10% of holding company shares in terms 
of section 48 of the Companies Act (2008). Slush, as a subsidiary of Azimuth, 
acquired an additional 5% interest during FY2016, pushing its ownership beyond the 
10% limit to 15%  

 
2 

4. The shares purchased by Slush in Azimuth, constitute a share buy back in 
terms of section 48 of the Companies Act which requires a Board resolution and 
the requirement to meet the solvency and liquidity test. There is no evidence to 
indicate that these requirements were met  

2 

5. Issue of shares could possibly be seen as a bribe.  By giving Mrs Dlamini a 33% 
interest in Slush as compensation, Mr Oliviera effectively has transferred her a 5% 
indirect interest in Azimuth, which possibly incentivised her to exercise undue 
influence on the tendering process, resulting also in potential reputational risk, and 
not meeting the King III requirement for the board to ensure business  conducted on 
an ethical foundation 

2 

6. Contract awarded on unfair grounds. The terms of the contract is questionable 
given the normal service rates in the tender application were inflated by 75%, 
which indicate potential excessive profiteering by Azimuth and could lead to an 
investigation into why they won the tender despite possibly being one of the more 
expensive applicants, resulting in reputational risk 

 
2 

7. Issuing of shares does not meet the Companies Act requirement of section 41, 
requiring a special resolution, as the shares issued are more than 30% of the 
voting power of Slush 

2 

8. Non-compliance with Laws and Regulations (Companies Act and Prevention of 
Organised Crime Act (POCA)) requirements could  result in possible liability, costs 
and even a Reportable Irregularity reported by the auditors. 

2 

9. Mr Oliviera might not have acted in good faith with care, skill and diligence as 
required by section 22/76/77 if the issue of shares issued to Mrs Dlamini are 
found to constitute a bribe. 

2 

10. King III requires the Board to ensure the company complies with laws and 
regulations. The non-compliance with the Companies Act is contrary to this 
principle. 

2 

11. Any other valid point with a logical explanation 2 

Available 22 

Maximum 14 

Communication skills – clarity of expression 1 

Total for part (g) 15 

 


