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Looking up,
aiming higher

Every person at Bidvest is motivated to strive, contribute
and achieve a shared vision in which
the possibilities are infi nite.
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Operational review

The leading private sector freight management group in sub-Saharan Africa, consisting of 
several independent businesses focusing on terminal operations, international clearing and 
freight forwarding, logistics and marine services.

Bidvest Freight

R15,9 billion
Revenue 14,5% decrease

R794,3 million
Trading profit 3,1% increase

Health and safety

The sustainability issues that confront Bidvest Freight arise from the hazardous nature of 
some of the bulk commodities which presents a threat to the safety of the people involved 
and to a certain extent the environment. Good safety governance and commitment 
remains an area of focus throughout the businesses.

14,1%14,1%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)



  

61The Bidvest Group Limited Annual report 2010

Highlights
 Division does well in challenging trading conditions

 Strong performance by bulk handling businesses

 Major capex investments completed

 Long-term leases successfully renegotiated with Transnet

 Capacity expanded while staffi ng structures have been streamlined 

  Bulk Connections awarded the “Best Environmental Protection” award by 

the International Bulk Journals

  Expenditure on programmes to combat HIV/Aids and create awareness 

increased by 77%

Financial indicators 
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

15 941,8

794,3

3 162,7

2 090,0

144,7

9,1

75,2

18 647,9 

770,7 

2 675,0 

1 811,4 

143,5 

11,0 

68,0

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

4 860

23 926

4 923

37,4

6,5

2

1 610 161

4 937

15 688

332 477

49 836

542 642

6 081 342

71 757

14,8

5 212

29 139(1)

5 591(1)

22,5

6,6

4

1 681 646

3 866

36 783

292 006(2)

63 692(2)

874 689

5 720 253

80 947(2)

15,5(2)

(1) 2009 restated to include learnerships
(2) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/010.html
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Operational review

Anthony Dawe, chief executive

Bidvest Freight

Positioning and reputation
Bidvest Freight’s key port facilities and 

the safe, efficient and innovative operation 

of its goods- and materials-handling 

infrastructure drive the business’s 

positioning as a reliable long-term partner 

of importers and exporters, many of 

whom are key contributors to the nation’s 

bottom line. In a tough year, Bidvest Freight 

strengthened its reputation as a partner 

customers can trust and further tightened 

its focus on the core terminals business.

Macro- and trading environment
World trade stalled as a result of the 

international financial crisis while South 

Africa slid into recession at the beginning 

of the period. Recovery has been slow. 

These macro-factors were reflected in the 

performance of Bidvest Freight. Prospects 

of a strong finish to the year were impacted 

by the national Transnet strike in the fourth 

quarter. Rail freight and container terminals 

came to a standstill for several weeks. 

Knock-on effects at Bidvest Freight were 

significant.

Performance
Bidvest Freight did well in this challenging 

environment.

Despite poor economic conditions, good 

performance in bulk commodities offset low 

demand for consumer retail products.

Revenue fell by 14,5% to R15,9 billion 

(R18,7 billion). This was largely the result 

of much lower clearing and forwarding 

volumes, which although low-margin 

activities are by far the biggest contributor 

to Bidvest Freight’s revenue.

Trading profit of R794,3 million 

(R770,7 million) was 3,1% higher than 

last year, reflecting the relatively strong 

performance of the terminals business 

following an improvement in bulk 

commodity volumes.

All bulk businesses performed well, 

including Island View Storage, Bulk 

Connections, South African Bulk Terminals 

and Bidvest Port Operations. 

Cash flows remained strong.

Unfortunately, depressed consumer 

demand affected many import and export 

categories and some jobs were lost. Total 

staff complement fell from 5 212 to 4 860. 

The main cause was a restructuring and 

retrenchment programme at Safcor 

Panalpina, the international clearing and 

forwarding business. All retrenchment costs 

were fully expensed.

Regrettably, the division suffered two 

fatalities. Some activities at Bidvest Freight 

are inherently high risk as they involve the 

storage and the hazardous nature of 

handling bulk commodities. Safe working 

practice is continually reinforced and safety 

training provided on an ongoing basis.

Strategic and industry dynamics
A critical strategic objective was realised 

with the renegotiation and finalisation of 

long-term leases for the Bulk Connections 

facilities in Durban and the Island View 

Storage facilities at Richards Bay.

Certainty of tenure permits long-term 

investment at all sites. R503 million was 

invested this year.

Renegotiation, however, leads to higher 

rentals and other demands from our 

Transnet landlord. The overall effect is to 

increase our overheads. New operational 

efficiencies then have to be sought if 

appropriate returns are to be earned.

Tenure certainty was welcome, but other 

types of “certainty” were challenged by 

a new strategic environment. In the past, 

a strong rand meant increased imports of 

consumer goods; a weak rand meant 

increased exports, bringing an element of 

balance to our activities at different stages 

of the business cycle. However, volatility 

and inconsistency have replaced old 

certainties.
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The rand remained strong throughout the 

period, but heavily indebted consumers 

were reluctant to spend. Imports therefore 

remained sluggish. A relatively strong rand 

may have inhibited some exports, but the 

volume of commodity exports moved 

higher as the year progressed. The east’s 

position as a leading customer for South 

African commodities was entrenched.

Over many years, the view has been that in 

the movement of goods, state control of 

large parts of the industry is justified. 

However, the recent Transnet strike has 

shown that difficulties experienced by one 

big employer have the potential to choke 

rail and port traffic. 

In the wake of the Transnet strike, we 

believe it is time to reconsider the case for 

greater private sector participation in the 

port and rail sectors. 

 

Efficiencies
Restructuring was necessary at Safcor 

Panalpina to create a leaner team to deal 

with lower volumes. Efficiencies were 

realised across the board. The net effect 

was to remove an entire management tier. 

Slimmer structures are working well, 

though the full benefits will not be apparent 

until the coming year. Safcor Panalpina is 

simultaneously investing in new IT systems. 

A key aspect of Bidvest Freight’s 

sustainability model relates to equipment 

efficiency. To ensure maximum uptime, 

support a safe workplace and create a ‘no 

surprises environment’ for customers, the 

business invests in replacement plant well 

ahead of any threatened breakdowns.

A major contributor to efficiency is the 

knowledge and skill of our people. Training 

is continuous and the training spend for 

the year was R23,9 million.

Benchmarks
The key financial benchmark of all 

operations is to raise trading profit by 

inflation plus a specific percentage. Last 

year the objective was inflation plus 6%. 

Bidvest Freight fell below the target. 

A further key benchmark is the return on 

funds employed, which focuses on the 

management of assets and cash flow as 

well as trading profit.

Workplace safety is benchmarked 

rigorously.

BEE progress is measured monthly and 

reviewed every quarter at all operations. 

All businesses, with two exceptions, are 

certificated level 4 empowerment 

contributors or better.

Brand and operational dynamics
Every business at Bidvest Freight is a 

strong corporate brand in its own right. 

Common characteristics are performance 

reliability, industry-leading facilities and 

strategically located infrastructure. Safcor 

Panalpina is an internationally known brand 

thanks to its relationship with Panalpina, 

one of the world’s leading providers of 

forwarding and logistics services.

The main operational challenge at several 

businesses remains variable service levels 

from Transnet’s freight rail operations. 

Unfortunately, this frequently necessitates 

a switch to road transport, adding to the 

carbon footprint while increasing traffic 

congestion. Bidvest Freight teams have put 

considerable effort into increasing truck 

throughput. For example, Bulk Connections 

handled 400 trucks in a single day. We still 

believe rail to be the most efficient means 

of transporting cargo and are in discussions 

with Transnet to achieve this.

Interest rates moved lower. This reduced 

earnings at clearing and forwarding and 

agency businesses.

Working capital management remained a 

priority. “Over-age” debtors and the number 

of debtors handed over for legal action 

rose. The issue received focused 

management attention. Improved 

collections were evident by year-end.

Fuel costs were relatively stable. Diesel 

costs are expected to drop as Bidvest 

Freight has continued the conversion from 

diesel-powered to electric forklift trucks. 

Whatever the source, Bidvest Freight 

remains a large power user with a relatively 

large carbon footprint. For the last three 

years, fuel and energy use has been closely 

monitored, creating a benchmark against 

which consistent improvements will be 

achieved.

The general operational and environmental 

target is performance to world best 

practice; especially in safety-critical areas 

such as the handling of chemicals and 

other hazardous substances. 

 

New initiatives
Capital expenditure of R503 million drove 

significant growth in capacity.

A further 60 000m³ was added to the 

tankage at the IVS facility in Richards Bay. 

The project began in June last year and 

was completed ahead of schedule in April. 

New storage capacity addresses the needs 

of a large chemical exporter. The work 

included the construction of a one kilometre 

rail siding.

SACD’s Cape Town 20 000m² warehouse 

has been completed. This project gives 

SACD state-of-the-art racking and storage 

facilities to assist exporters, especially the 

wine industry.

All businesses are engaged in projects to 

expand existing capacity or accelerate 

throughput.

Business risks
Risks are little changed, though some 

recent events have underlined key 

challenges. For example, Bidvest Freight 

was reminded of its reliance on Transnet 

during the Transnet strike.
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Bidvest Freight

Transnet’s ability to set the industry agenda 

and redefi ne industry cost structures was 

also showcased. Recent pay awards to 

Transnet workers will doubtless raise 

expectations across the industry.

Transnet is both our competitor and our 

landlord. It creates a unique challenge 

when a competitor can also infl uence your 

costs. Bidvest Freight and Transnet have 

managed these issues in a businesslike 

fashion for years and recent renegotiation 

of our leases confi rms that mutually 

acceptable solutions can be found. 

Credit risk affects all business and a return 

to no or low economic growth heightened 

the problem. Bidvest Freight’s main 

customers are major corporates. Their 

ability to meet their commitments is in 

little doubt.

Bidvest Freight’s operations are hazardous 

by their very nature. The risk is managed by 

constant vigilance, continual training in 

safety procedures and ongoing investment 

in equipment and modern facilities. 

People risk is integral to all businesses that 

depend on dedicated, experienced staff. 

We operate in Africa and the entire 

continent suffers from a continual 

haemorrhage of managerial, engineering 

and specialist skills. We respond through 

formal training, on-the-job training and 

special interventions such as cadet 

management programmes.

Sustainable development
Our culture contributes to talent retention. 

Our staff take pride in their performance 

and their membership of teams that set the 

industry standard for effi ciency and delivery.

Economic performance – Bidfreight 

Port Operations and SACS have 

joined Bidfreight Intermodal as level 2 

contributors under the DTI Codes. 

Others are at level 3 or 4, with the 

exception of Manica Africa and 

Ensimbini Terminals where the focus 

is to achieve a minimum of level 4.

Environment – Electricity and fuel 

consumption are the main contributors to 

our carbon footprint. The trend to replace 

rail with road transport continues to present 

challenges in the form of damage to 

infrastructure and increased fuel usage, but 

we are working with port and transport 

stakeholders to fi nd solutions. Bulk 

Connections was awarded the “Best 

Environmental Protection Award” by the 

International Bulk Journals, recognising 

work over several years. Bidvest Freight 

continues to focus on the management 

of dust levels.

 

Human resources – Recessionary 

pressures resulted in 97 people being 

retrenched from Safcor Panalpina. Training 

focused on literacy, lifeskills and supervisory 

management skills, an area in critical 

demand in our industry. Safcor Panalpina 

and Rennies Distribution Services have 

training academies on site, enabling the 

businesses to customise training to their 

needs.

 

Health and safety – Though we have 

active health and safety committees and 

safety personnel are employed to improve 

awareness and prevention, Bidvest Freight 

regrettably suffered two fatalities and the 

death of one casual labourer. We are 

proactive in tackling HIV/Aids, offering 

training and VCT programmes. We 

distribute ARVs, immune boosters and 

vitamins at no cost to employees. 

Expenditure on these programmes rose 

by 77%.

Labour disputes – CCMA cases brought 

against Bidvest Freight dropped 14% to 32, 

with 26 fi ndings in favour of the division. 

No Department of Labour fi nes were 

incurred for non-compliance. 

Society – Internal audit manages various 

aspects of ethical business conduct, 

including whistle-blowing, gifts register, 

fraud, corruption and anti-trust behaviour. 

Due procedure is set for all signifi cant 

incidents, including the involvement of the 

South African Police Services. One serious 

incident was encountered at Manica 

Africa’s Durban operation. Investigations 

are underway in conjunction with the SAPS.

Corporate social investment – Individual 

businesses conduct their own programmes 

serving the needs of communities affected 

by the company, with a focus on education 

and HIV/Aids.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/011.html

Future
High levels of manganese and coal exports 

confi rm that demand from newly 

industrialised India and China is strong and 

can be expected to continue for some time. 

Growth rates in the rest of the world are 

somewhat lower, but appear to be 

improving.

South African consumers remain under 

pressure, but recovery seems to be under 
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way, suggesting that consumer demand 

will gradually revive. 

Our capacity has been expanded while 

staffing structures have been streamlined. 

Bidvest Freight is therefore well positioned 

to benefit from any increase in world trade 

and in commodity imports and exports. 

The non-financial targets are largely 

unchanged. We want to achieve zero 

fatalities and our industry’s lowest accident 

rates while positioning ourselves as the 

employer and supplier of choice.

BULK CONNECTIONS
The business achieved very good trading 

profit on the back of extremely high 

capacity utilisation and strong demand for 

coal and manganese. Rail services were 

sometimes unpredictable, resulting in 

growing reliance on road transport.

Renegotiation of the lease and subsequent 

investment will permit the business to store 

and handle a wider range of commodities 

while recent expansion of facilities will 

enable our teams to process even higher 

volumes. Congestion in an around the 

Durban terminal may, however, constrain 

the rate of growth.

ISLAND VIEW STORAGE
Demand for liquid bulk storage moved 

higher and IVS performed well, achieving 

a record trading profit after a strong 

second-half performance. The new 

Richards Bay tanks were commissioned, 

adding to capacity from the third quarter. 

The fire control system at the Isando facility 

is being upgraded.

Demand for storage services for chemicals, 

gases, fats, oils and additives is expected 

to remain high as the economy recovers. 

IVS is well placed to benefit, given recent 

expansion.

BIDFREIGHT PORT OPERATIONS
BPO recorded a very pleasing result. Higher 

levels of steel and forest products exports 

and bulk imports underpinned growth, 

aided by improved earnings from 

stevedoring, warehousing and transport 

operations. The new bulk fertiliser business 

performed well, more than offsetting lower 

food imports.

RENNIES DISTRIBUTION 
SERVICES
Implementation of last year’s turnaround 

strategy continued. Despite the challenging 

retail environment, a leaner RDS team 

secured improved revenue by growing 

volumes from existing customers while 

winning new business. Costs were strictly 

controlled, contributing to a significant 

increase in trading profit. 

SACD FREIGHT
Depressed demand for consumer and 

automotive products resulted in a difficult 

year. Both trading profit and revenue were 

below last year. New capacity came on- 

stream in Johannesburg and Cape Town. 

Mineral volumes through Johannesburg 

showed strong growth in the second half.

SOUTH AFRICAN BULK 
TERMINALS
Strong revenue streams and strict control 

of costs helped the business to record 

levels of profitability. Capacity utilisation was 

driven by strong wheat imports while a 

bumper crop resulted in buoyant maize 

exports in the fourth quarter. Rice volumes 

were also strong, though they tapered off 

toward year-end. 

NAVAL
Trading conditions remain challenging. 

Trading profit rose significantly, though 

foreign exchange gains contributed strongly 

to the overall result. Performance was 

driven by coal-handling work and new 

business gains, relating primarily to the 

handling and containerisation of chrome 

ore. Tallying revenue increased off the back 

of increased container volumes.

SAFCOR PANALPINA
Volumes fell dramatically, leading to a major 

retrenchment programme in the second 

quarter. Cost control remained a critical 

area of focus for management. Revenue 

and trading profit were well below 

expectation, though stability and a measure 

of improvement were evident towards 

year-end.

MARINE SERVICES
The business performed exceptionally 

well in challenging circumstances. A major 

customer was lost at the beginning of 

the year. Expense control and cash flow 

management were stepped up. Port 

Operations and P & I Associates had a 

great year. Rennie Murray was under 

pressure as work in the automotive industry 

fell away.

MANICA AFRICA
Results were disappointing. The business 

was impacted by a reduction in aid cargoes 

into Africa, inconsistent cargo flows from 

the DRC, the closure of copper mines in 

Zambia and continuing political and 

financial challenges in Zimbabwe and 

Malawi.
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Offers a full range of outsourced services including cleaning, laundry, hygiene, security, 
interior and exterior landscaping, aviation services, industrial supplies, travel, banking and 
foreign exchange services, office automation, e-procurement, online travel, drinking water, 
water coolers and indoor plants and flowers.

Bidvest Services

R7,9 billion
Revenue 2,2% decrease

R1 126,0 million
Trading profit 4,7% decrease

19,9%7,0%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Health and safety

Our Sky Crew rises to any occasion with highly specialised cleaning solutions for elevated 
areas. We take advantage of mountaineering techniques for our rope access work and are 
skilled in the use of high access ladders, hydraulic lifts, scaffolds, suspended platforms and 
fall arrest methods. Safety of our staff and everyone within the environment is our primary 
consideration. Staff are highly trained and all safety procedures are strictly implemented in 
compliance with the OHS Act.



  

67The Bidvest Group Limited Annual report 2010

Highlights
 Pleasing results despite challenging conditions for most the year

  Bidvest Services tops the billion rand trading profi t-mark for the fi rst time 

after the inclusion of McCarthy Fleet Services 

  Strong showing by Steiner, Magnum, MFS, Prestige, Konica Minolta, 

GPT and the Greens Group

  Contract-based activities hold up well in challenging environment

  Teams make the most of fourth-quarter improvement

  Successful integration of MFS into Bidvest Bank

  Business ethics awareness campaign launched

  All major forms of fossil fuel energy reduced

  Substantial investment in training of unskilled recruits

Financial indicators 
(for the year ended June 30)

2010(1)

R’m
2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

7 927,8

1 126,0

4 935,5

2 574,2

575,3

23,1

433,8

8 105,9

1 181,1

5 850,7

2 049,5

504,6

29,7

371,8

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

62 041

38 928

627

28,4

4,3

1

1 626 536

6 383

10 268

859 826

27 980

6 761 242

6 446 160

102 891

1,7

61 470

43 571(2)

  709(2)

22,4

3,9

7

1 008 526

9 487

18 590

651 071(3)

31 662

7 314 778(3)

6 294 981(3)

106 714(3)

1,7
(1)  Current year sustainable development fi gures include McCarthy Fleet Services, transferred from Bidvest Automotive. Other than the number of 

employees, the 2009 fi gures in relation to this transfer, have not been restated as the impact is not considered signifi cant
(2) Restated to include learnerships
(3) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/012.html
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Lindsay Ralphs, chief executive

Positioning and reputation
Bidvest Services businesses are often 

industry leaders and champions of best 

practice. A national footprint and 

substantial resources enable our brands to 

work as long-term partners of the 

companies they serve.

Macro- and trading environment
The depth of the recession in the first half 

prompted strategic reappraisals across 

industry and commerce. The business-to-

business trading environment was 

characterised by deep cost cuts and 

intense contract negotiation. Volumes 

dropped sharply in some areas.

Major customers in the resources sector 

applied rigorous cost controls. Bidvest 

Services has little direct exposure to the 

consumer economy, but many customers 

depend on retail sales. Our businesses felt 

sometimes severe knock-on effects as 

consumers tightened their belts and 

unemployment rose. Trading conditions 

improved in the third and fourth quarter.

Lower interest rates and rand stability were 

negative for banking and foreign exchange 

operations. The World Cup effect was 

beneficial, but was not as significant as we 

expected.

Performance
Pleasing results were recorded in the face 

of challenging trading conditions for most 

of the year. Trading profit of R1,1 billion was 

4,7% down (2009: R1,2 billion). Revenue 

dipped 2,2% to R7,9 billion (2009: 

R8,1 billion).

Bidvest Services exceeded the billion rand 

trading profit-mark for the first time thanks 

to the inclusion of our new acquisition, 

McCarthy Fleet Services from Bidvest 

Automotive. The business is being 

integrated into Bidvest Bank.

Particularly pleasing was that we almost 

achieved our Bidvest conference stretch 

target set in February of R1,120 billion 

trading profit, despite underperformance 

at Bidvest Bank and TMS.

Good performances were recorded by 

Steiner Group, Magnum in our cluster of 

security businesses, MFS, Prestige Group, 

Konica Minolta, Global Payment 

Technologies and Green Services.

Improved asset management, stronger cash 

flow and progress on our BEE scorecards 

contributed to the satisfactory result.

The World Cup was generally positive, 

particularly at Prestige and TopTurf. 

Bidtravel disappointed. 

Rationalisation and restructuring proved 

necessary in several businesses and 

regrettably some jobs were lost.

Debtors collections were ahead of budget 

and record cash flow was also achieved.

 

No major capital expenditure projects were 

initiated. However, return on funds employed 

fell from 46,1% to 36,7%, though year-on-

year results are not directly comparable. 

Once the fleet services/Bidvest Bank effect 

is stripped out, ROFE moves to 48,1% – a 

pleasing result in challenging conditions. 

The system of sustainability committees 

and constant sustainability measurement 

and reporting has bedded in and became 

part of our culture. A comprehensive 

energy audit was carried out.

Strategic and industry dynamics
Bidvest Services is active in many sectors. 

The common factor is the cost sensitivity 

of clients and intense focus on expense 

management. This led to renegotiation of 

rates. Many of our businesses are labour 

intensive. Wages therefore are a major cost 

component and became more so as annual 

wage negotiations resulted in pay awards 

above prevailing inflation. Some clients 

were unwilling to agree to increases or 

tried to keep rates unrealistically low. On 

occasion, we walked away from contracts 

rather than agree to terms that delivered 

zero value.

Travel and banking businesses were 

severely affected by much-reduced levels 

of corporate travel and lower transaction 

values. Operations serving the tourism 

industry were affected by lower inflows of 

visitors and belt-tightening by domestic 

consumers. In some areas, hotel 

occupancy fell to as low as 25%.

Bidvest Services



  

69The Bidvest Group Limited Annual report 2010

Contract-based activities held up remarkably 

well and annuity income was maintained at 

pleasing levels by businesses such as Steiner 

Hygiene Services, Prestige and Magnum. 

Some smaller competitors were severely 

affected by the harsh economic climate. 

Industry casualties occurred. In this tough 

trading environment many of our operations 

increased market share.

Our cleaning and banking businesses had 

major exposure to the World Cup and new 

infrastructure was added to maximise 

revenue opportunities in the fourth quarter.

Efficiencies
Every business re-examined costs and 

pursued savings. In many cases, sales, 

administration and management teams 

were trimmed. Various retrenchment 

programmes were carried out. Rightsizing 

of various businesses in the previous 

financial year and the first six months of the 

current year paid dividends in the second 

half of the year. Konica Minolta is a good 

example of these successes. 

Replacement cycles were reviewed. Where 

there was no risk to safety and customer 

service levels could be maintained, 

equipment replacement was deferred.

The result was a significant improvement in 

asset management and cash generation. 

Benchmarks
Target achievement was a major challenge 

in the face of a severe first-half downturn. 

However, our teams derived maximum 

advantage from the second-half 

improvement in trading conditions.

Individual benchmarks are set for each 

business. Every business is measured 

monthly and quarterly. ROFE, cash flow 

and asset management goals are set as 

well as profit targets.

Transformation progress is a business 

imperative and measured constantly, as 

is workplace safety.

Brand and operational dynamics
Our businesses are industry leaders in their 

respective sectors. Positioning is supported 

by a customer-centric philosophy, high 

quality standards and reliable delivery.

Service quality was underlined when 

Bidvest Bank won the Acsa Feather Award 

as the best provider of airport-based 

financial services at both OR Tambo 

International Airport and Cape Town 

International Airport. Category honours 

were won in the face of competition from 

the Big Four high street banks and 

specialist foreign exchange bureaus.

The bank opened its flagship branch at 

ORT’s new central terminal building and won 

Acsa tenders for foreign exchange and 

banking services at Cape Town International 

Airport and the new Durban International 

Airport which opened at year-end.

Our security brands had a good year 

thanks in part to their ability to offer several 

security solutions from a single source.

Research has confirmed that bizhub, 

Konica Minolta’s flagship product, is South 

Africa’s favourite brand in its category. 

Strong awareness is supported by 

sustained sports marketing.

New initiatives
McCarthy Fleet Services was successfully 

integrated into Bidvest Bank, a realignment 

from Bidvest Automotive that significantly 

expands Bidvest Services. Consolidation 

widens the bank’s previously narrow base as 

the fleet services operation is a strong player 

in the market for asset-based finance.

Bidvest Bank has become a high profile 

brand in a little over a year after strong TV 

advertising. The bank pioneered the use of 

the Bidvest name at operational level in 

South Africa and showed that the Group’s 

name could be successfully leveraged by 

individual businesses.

Bidvest Prestige Group, Magnum, Steiner, 

TMS and TopTurf are being rebranded to 

emphasise the Bidvest link. It is likely that 

other brands will follow suit.

Prestige, our cleaning services arm, acquired 

NICE Equipment, a nationally represented 

toilet hire and waste management company 

and a leader in the provision of portable 

executive toilet solutions. The deal 

strengthened Prestige’s toilet hire capabilities 

ahead of the World Cup.

Our securities business acquired Bandit, a 

vehicle-tracking company. Vehicle tracking 

is seen as a growth area that offers 

opportunities for synergies with Bidvest 

Automotive’s interests. Rebranding of 

Bandit to Bidtrack is under way.

We merged our Puréau Water business 

with Nestlé Water Coolers, maintaining 

82% ownership overall.

Business risks
The risk of reliance on labour in sometimes 

heavily unionised environments was 

highlighted in a year when wage awards 

were sometimes significantly above 

inflation. The risk is managed by focused 

attention on industrial relations. There is 

also broad acknowledgement that Bidvest 

Services is a socially responsible employer 

that respects industry agreements.

Credit risk heightens in uncertain trading 

conditions. Debtors departments showed 

they were up to the risk-management 

challenge by consistently meeting their 

targets.

There is no risk of a World Cup hangover. 

Some infrastructure was added to maximise 

the opportunity and the NICE Equipment 

acquisition widened our service offering. 

However, all expansion was in areas in 

which we see long-term opportunity. The 

World Cup did not lead to overcommitment 

on our part.

Many of our services are vulnerable to 

corporate cutbacks as quantities or 

frequency of service can be curtailed. The 
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risk is addressed by remaining fl exible and 

retaining the ability to rightsize our 

businesses when volumes fall.

Agency risk is ever present as local 

distribution can be affected by changes 

affecting an overseas brand principal. Our 

broad national footprint and reputation for 

quality service help manage the risk.

Sustainable development
Bidvest Services is one of the oldest 

Bidvest divisions. Core Bidvest values are 

deeply embedded. The proudly Bidvest 

attitude brings unity and shared purpose 

to a diversifi ed business. 

Economic performance – While Bidvest 

Services is a level 4 contributor under the 

DTI Codes, Prestige, with half the division’s 

employees, achieved a level 2 rating. 

We focus on empowering historically 

disadvantaged black citizens in our 

workforce and the supply chain to improve 

our qualifi cation for major public and private 

sector business.

Environment – Bidvest Services is 

responsible for 36% of the Group’s water 

consumption and 15% of carbon emissions 

(largely from coal-fi red heating of water) 

through its laundry services. New initiatives 

involving heat exchange technology are 

reducing this environmental impact.

Human resources – Bidvest Services is 

in negotiations with various unions on the 

establishment of a national bargaining 

council for the cleaning sector. No 

signifi cant strike action affected our 

businesses or employees. Staff turnover at 

Prestige is half that of the cleaning industry 

as a whole. We invest heavily in the training 

of unskilled recruits, setting the industry 

standard for excellence.

Health and safety – A strong focus on 

training helps keep work-related injuries 

below industry norms. Unfortunately, we 

suffered one fatality at Magnum Shield 

Security when an employee died of natural 

causes during working hours.

Labour disputes – CCMA cases brought 

against Bidvest Services dropped 41% to 

1 189, with 61% of fi ndings in favour of the 

division. No Department of Labour fi nes 

were incurred for non-compliance.

Society – No signifi cant incidents of fraud, 

corruption or anti-competitive behaviour 

were recorded. We embarked on an 

internal awareness campaign.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/013.html

Future
Recessionary pressures eased toward year-

end, suggesting that a return to pre-

recession trading patterns is under way. 

Our businesses put in a strong fourth-

quarter performance and are well 

positioned to maintain momentum.

Some industry consolidation has occurred, 

but no major groupings have emerged. 

Over the year, Bidvest Services businesses 

improved their competitive position relative 

to their industry peers and will seek further 

gains in market share.

PRESTIGE CLEANING SERVICES
The team once again produced an 

excellent set of results, growing sales and 

trading profi t in a diffi cult market. Margins 

remained under pressure, largely as a result 

of resistance to price rises that refl ected 

increased labour costs. Stringent expense 

management kept the return on funds 

employed at pleasing levels. NICE 

Equipment was successfully integrated into 

the business and after a slow start helped 

Prestige to maximise the World Cup 

opportunity. 

TMS GROUP INDUSTRIAL 
SERVICES
TMS had a disappointing year. Some large 

clients mothballed projects on the run-in to 

the World Cup, severely impacting the 

volume of shutdown and maintenance 

work. Revenue remained fl at and trading 

profi t fell signifi cantly. Expansion into Saudi 

Arabia was unsuccessful. The offshore 

operation made a loss and has been 

closed. Further restructuring is under way.

LAUNDRY SERVICES
The laundry operation achieved a small 

trading profi t increase off marginally lower 

revenue – a highly satisfactory results in 

view of low hotel occupancies for most of 

the year. The Garment Rental division 

continued to perform well, as did Montana 

Laundries, the specialist provider of 

on-premise laundries to major clients in 

the healthcare and mining industries. 

STEINER GROUP
The business realised the benefi ts of a 

more streamlined management structure 

and put in a highly commendable 

performance. Good revenue growth, further 

improvement in margin management and 

reduced expenses led to pleasing growth in 

trading profi t. ROFE reached a new high. 

Steiner is positioned for renewed gains 

following further improvement in the quality 

of regional and branch management. The 

company has disposed of the Steinmed 

business.

BIDSERV INDUSTRIAL PRODUCTS
A strong fourth quarter lifted overall results, 

but could not offset the impact of nine 

months of diffi cult trading conditions. 

Bidvest Services
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Recessionary effects were severe in the first 

half and teams did well to make the most 

of their opportunities later in the year. The 

Giant Clothing operation in Malawi was 

closed and relocated to Swaziland, 

impacting profitability favourably. 

GREEN SERVICES
The overall result was extremely pleasing. 

Puréau and Execuflora excelled and Hotel 

Amenities performed well. TopTurf 

optimised its World Cup opportunity but 

was impacted by a dramatic scaling back 

of major contracting work.

AVIATION SERVICES
Depressed conditions in the aviation 

industry resulted in lower revenue and 

much lower trading profit. A restructure is 

under way to significantly reduce costs. 

Acsa’s appointment of a third ground 

handler impacted the ramp-handling 

business and led to depressed pricing and 

the loss of some contracts. Premier 

lounges and Express Air Services 

performed well.

SECURITY GROUP (Magnum and 
Bidtrack)
Our cluster of security businesses showed 

continued growth. A more streamlined 

management structure and several contract 

gains drove the recovery. Magnum 

continues to gain market share and 

enhance its reputation. Provicom Risk 

Solutions was merged into Magnum.

Bandit – now Bidtrack – continues to 

perform well.

GLOBAL PAYMENT 
TECHNOLOGIES
The team performed well and in line with 

budget, despite pressure early in the year 

when major clients in the financial services 

industry scaled back on capital 

expenditure. However, the business is 

cyclical and the order book showed 

significant improvement in the fourth 

quarter.

OFFICE AUTOMATION
Konica Minolta and Océ had an 

outstanding year in a recessionary market 

and recorded strong growth in trading 

profit. Rationalisation resulted in significant 

cost savings and took the return on funds 

employed to a new high. Market share 

gains were achieved and bizhub 

entrenched its leadership position. 

Internationally, Océ was acquired by 

Canon. However, our distribution 

agreement was renewed.

BIDTRAVEL
The travel business came under continued 

pressure as travel remained a key target for 

businesses looking to curb spending. 

Trading profit fell, as did revenue. Volume 

improvements were apparent toward 

year-end. The flagship Rennies Travel 

business came under sustained pressure. 

The mymarket.com travel booking engine 

(and platform for Group-wide buying 

synergies) has been integrated into 

Bidtravel and showed continued growth 

in volumes.

BANKING SERVICES
Falling interest rates and a strong rand were 

negative for banking business and both 

revenue and trading profit fell significantly. 

In challenging conditions, the Bidvest Bank 

team continued to innovate, launching new 

products while growing the national 

footprint. Transaction volumes were 

maintained, though transaction values fell. 

The bank was strongly positioned as “the 

foreign exchange specialist”. 

Deposit-taking activities showed pleasing 

growth, cash flows were strong and 

expenses well managed despite 

accelerating growth. The bank suffered no 

bad debts and there are no impairment 

issues to manage.

The acquisition of MFS received Reserve 

Bank approval and was effective from 

June 1. This asset-finance business is 

being integrated into Bidvest Bank. MFS 

achieved a measure of trading profit 

growth, a significant improvement in a 

challenging market. 

The bank assumed management 

responsibility for Master Currency and 

obtained its first rating, an A3.za/P2.za 

rating from Moody’s.

Three core pillars now sustain the business: 

retail travel foreign exchange, corporate 

foreign exchange and asset-based lending. 

The previously narrow base of operations 

has been widened significantly by the MFS 

acquisition and the opportunity for ongoing 

lending at acceptable margins. 
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The largest foodservice distributor outside North America and comprises market leading 
distributors in Europe, Asia Pacific and Southern Africa.

Bidvest Foodservice

R58,4 billion
Revenue 1,0% decrease

R2 046,0 million
Trading profit 16,3% increase

36,3%51,8%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Product responsibility

Represented by the South African Sustainable Seafood Initiative (SASSI). This year we 
joined SASSI – a participation scheme launched in 2007 in response to growing consumer 
awareness and demand for sustainable seafood. Its main aim is to contribute to the 
reversal of over-exploitation of fish stocks by shifting consumer demand towards more 
sustainable options.
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Highlights
  Creation of Bidvest Foodservice following refocus and reallocation of 

management responsibilities

  Asia Pacifi c region puts in another strong performance

  UK business restructured into two standalone divisions

  Southern Africa performance mixed as World Cup effects lag expectations

  Nowaco and Farutex platforms for central and east European expansion

Financial indicators
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

58 389,9

2 046,0

12 784,9

8 786,3

600,6

70,0

5 253,1

59 005,0

1 759,1

12 216,3

8 733,3

557,1

65,2

3 458,7

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000) South Africa only

CSI spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

17 804

24 376

1 369

10,2

1

739 629

8 674

547 597

208 247

3 702 779

44 176 228

269 913

15,2

15 751

22 408(1)

1 423(1)

8,7

–

1 079 622

7 929

478 791(1)

177 583(1)

3 359 090

42 966 579

230 222(1)

14,6(1)

 (1)  Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/014.html



 

74

 
Operational review

Bernard Berson, chief executive

Positioning and reputation
Each business is shaped by the unique 

needs of its market. Each is expected to 

identify and maximise the opportunities in 

each geography. Unifying factors are 

unswerving commitment to quality and 

customer service. Our businesses are 

leaders in their sectors.

Macro- and trading environment
The foodservice industry faced a 

challenging environment worldwide. Trading 

conditions varied enormously across 

geographies as national markets are at 

different stages of economic recovery. The 

road to recovery appears to be the slowest 

in the UK and western Europe as national 

governments impose strict fiscal discipline.

Performance
The business put in a satisfactory overall 

performance as a refocused division. 

Trading profit, including the Nowaco and 

Farutex acquisition, rose 16,3% to 

R2,0 billion (2009: R1,8 billion). At 

R58,4 billion, revenue was 1,0% lower 

(2009: R59,0 billion). Excluding this 

acquisition, on a like-for-like basis, revenue 

fell 7,8%, primarily a result of adverse 

exchange rate translation.

Strategic and industry dynamics
Innovation in the face of changing markets 

was necessary in all operations. 

Management was confronted by volume 

pressures and downtrading. Inflation is 

lower across all geographies. In some 

cases, food deflation complicated inventory 

and margin management. Consumer focus 

on value and price was especially evident in 

the UK and Europe. 

Pressure was felt in both the consumer and 

institutional markets. Major customers and 

government departments were aggressive 

in pursuit of cost savings. This trend is 

expected to continue and even accelerate.

Skills shortages still apply across most 

markets. It is a strategic priority to retain 

good people. Our business is primarily built 

on solid relationships. Pressure on the 

wage bill continues even in markets where 

unemployment may have moved higher.

Consumer activism for the environment 

and awareness of responsibility in the 

foodservice supply chain is on the increase, 

supported by tightening legislation. Bidvest 

Foodservice regards this trend as an 

opportunity to position its brands ahead of 

less well-resourced competitors. By applying 

strict standards throughout the foodservice 

chain, coupled with smart monitoring 

technology, we are able to offer our 

customers safe, quality products, sourced 

from responsibly managed resources.

Efficiencies
In the face of an industry downturn and 

downtrading, all businesses sought 

efficiency gains.

Structures were reviewed and further 

rationalisation achieved as local teams 

rightsized businesses for a much-changed 

trading environment. Expense management 

and working capital efficiency remained a 

focus area.

Technology is increasingly deployed to 

achieve efficiency improvements. There 

is no common platform and no plan to 

enforce a uniform approach. However, 

learnings from various technology sets are 

being shared. Initiatives include internet 

based selling solutions, paperless 

warehouse systems, dynamic routing and 

mobile devices for field sales members.

UK retrenchment costs and further costs 

relating to depot closures were fully 

expensed.

Benchmarks
Across all geographies we benchmark 

versus each other and against our 

international peers, when this information is 

available. Targets are set individually inside 

all operations.

Brand and operational dynamics
Value brands were a focus area. Teams 

looked to expand the range of products per 

drop to achieve distribution efficiencies.

Development of a house brand strategy 

across geographies receives increasing 

attention. We are exploring efficiencies 

Bidvest Foodservice
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across commodities, products and brands. 

We will investigate all sourcing and 

procurement solutions with the potential 

to deliver a supplier or customer benefit. 

New initiatives
Nowaco (in Czech Republic and Slovakia) 

and Farutex (Poland) were acquired early in 

the period and bedded in well.

The other major new initiative was the 

introduction of a new structure, creating a 

single Bidvest Foodservice business across 

all geographies while reinforcing the 

decentralised model that ensures individual 

accountability within each business unit. 

The new structure was introduced in the 

second half. There was little disruption as 

the only material change affects reporting 

lines to the Bidvest Foodservice chief 

executive. Teams were always and will 

continue to remain responsible for local 

performance. 

Business risks
Though markets are diverse, we face 

challenges common to all distribution 

businesses. The long-term prognosis on 

fuel and energy is the same worldwide – 

prices will rise, government oversight of 

carbon footprint issues will increase and we 

will be under pressure to maximise cost 

and energy efficiencies. All businesses are 

alive to the challenge.

Food price inflation is a politically sensitive 

issue in all geographies, increasing the need 

for smart solutions on our part. We also 

face the challenge of anticipating changes 

in taste (food is today part of the fashion 

industry) while responding quickly to 

economic impacts that trigger downtrading 

by consumers, cutbacks by corporates and 

belt-tightening by governments.

Global commodity risk increasingly affects 

food. The burgeoning appetite for certain 

foodstuffs in rapidly growing emerging 

markets can drive prices to unprecedented 

levels. The effect is compounded when a 

worldwide shortage of that commodity 

occurs at much the same time.

Culture
The Bidvest brand identity is increasingly 

deployed across operations. The unifying 

factors in the culture are pride in leadership 

performance and self-reliance. The change 

in structure has led to greater cohesion and 

a new sense that we are all on the same 

team with lots to learn from one another. 

Motivation levels are high.

Future
Double-dip recession fears have intensified 

in Europe and the UK. Asia Pacific has 

recovered relatively well from the financial 

crisis. South Africa was deeply affected by 

recession, but some improvement is 

expected.

Opportunities are being sought in Europe to 

expand Bidvest’s presence in the hospitality 

and fresh sectors. Growth opportunities in 

eastern Europe will be explored, as will 

those in other markets that we don’t 

presently operate in.

Overall, we will target a revenue increase 

above the GDP growth rates of our regions, 

adjusted for relevant food price inflation or 

deflation and a resultant trading profit 

growth. Synergies and efficiencies across 

geographies will be explored although no 

substantial benefit is anticipated in the 

short term.
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Bidvest Foodservice – Europe

Comprises market leading foodservice product distributors in the United Kingdom, Belgium, the 
Netherlands, Czech Republic, Slovakia, Poland, Saudi Arabia and the United Arab Emirates, sources and 
processes highly regarded own brands and provides products, quality ingredients, fi nished products, 
equipment and logistics to the catering and hospitality industry.

Financial indicators
(for the year ended June 30)

2010(2)

R’m
2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

35 460,8

897,8

6 784,4

5 483,2

405,2

62,6

4 059,7

36 984,5 

770,6 

6 781,9 

4 720,6 

383,1 

58,8 

2 304,9 

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Lost-time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Total water usage (litres ’000)

Water recycled (litres ’000)

Total electricity usage (kWh ’000)

Electricity from renewable sources (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

10 115

14 146

1 400

7,6

1

6 346

202 401

18 501

109 835

59 255

514 521

31 280 887

141 986

14,0

8 474

14 091(1)

1 663(1)

5,9

–

5 562

159 464

6 049(1) 

94 702

66 749 

128 057 

29 329 300 

110 274

13,0

 (1)  Restated
  (2)  Current year sustainable development fi gures include Nowaco group acquisition

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/015.html

15,9%31,5%

Revenue
(Divisional contribution %)

Trading profi t   
(Divisional contribution %)
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Across Europe, turnover was impacted by 

difficult trading conditions and bad spring 

and winter weather. European markets 

entered recession a little later than the UK 

and recovery is slow. Recovery is under 

way in the United Arab Emirates. 

Revenue and trading profit moved higher. 

Cost-cutting and efficiency gains 

contributed to stronger cash generation 

and improved ROFE.

The UK business 3663 First for Foodservice 

was restructured. Two standalone 

businesses were created: the 3663 

Wholesale division, serving caterers, hotels 

and the institutional market, and Bidvest 

Logistics (formerly the contract distribution 

division of 3663) with primary focus on 

quick service restaurants. Each business 

has its own managing director. 

Businesses performed in line with 

expectation. The UK business achieved a 

small, but pleasing increase in sales.

The strategy of acquisitive growth gathered 

pace with our move into the emerging 

markets of central and eastern Europe. 

Newly acquired Nowaco and Farutex made 

a pleasing contribution at operational 

level, though the income statement was 

impacted by the IFRS requirement that 

acquisition costs be fully expensed in the 

year incurred. 

Our new colleagues in Czech Republic, 

Poland and Slovakia soon became 

recognisable as typical Bidvest people that 

take pride in the job. The cultural fit was 

close from day one.

Despite the downturn, underlying European 

trends remain favourable, such as a 

preference for eating out-of-home and 

interest in food as a leisure activity. Pressure 

on the consumers’ time ensures ready trial 

of smart food solutions. Unfortunately, 

recession was especially severe in the 

mid-range sector where our businesses are 

active. The number of out-of-home eating 

events fell. Fast casual dining reduced 

purchases of higher margin items.

The UK shift from canned and packaged 

foods to fresh and chilled continued. A 

trend to value offerings was evident across 

Europe. 

A major focus area after central European 

expansion is experience-sharing and 

synergy exploitation to develop Europe-

wide efficiencies. Cooperation is standard 

practice across logistic departments. Joint 

reviews are carried out in areas such as 

voicepicking and telematics. Shared 

procurement ensures cost efficiencies 

when buying vehicles and non-food 

consumables.

A major benchmarking innovation was 

implemented in the UK where external 

measurement is being conducted by two 

outside agencies. The strategy is to deliver 

what’s important to customers.

The UK business bought the assets of a 

small fine foods supplier, Giffords, to drive 

further growth in the fine foods and local 

produce market. Over the last 11 years, the 

European business has grown via a mix of 

organic and acquisitive growth. Further 

acquisitive opportunities will be explored.

In the year ahead, Bidvest Europe will seek 

continued revenue and trading profit 

growth.

Sustainable development
The food industry has a major impact on 

the world’s resources, and both institutional 

customers and consumers increasingly 

demand the foodservice industry to take 

responsibility for serving healthy and 

sustainably produced food. Our key 

position in the food supply network offers 

opportunities for Bidvest Europe to lead the 

industry in responsible practices and further 

entrench our brands as the customers’ 

preferred choice.

Environment – Systems to monitor 

environmental performance are largely in 

place, enabling us to set targets and 

implement programmes for next year, 

covering packaging waste, recycled 

packaging and energy and fuel usage. 

Efficient routing across the division has 

resulted in a significant decrease in diesel 

usage although overall usage increased due 

to acquisitions. Our UK businesses achieved 

ISO 14064 assurance for their work reducing 

greenhouse gases and their innovative waste 

oil recycling scheme. The businesses also 

attained the Carbon Trust Standard for the 

company’s commitment to reducing carbon 

emissions. Bidvest Foodservice companies 

partner with organisations to source food 

products from sustainable resources. Local 

sourcing is on the increase.

Human resources – Various initiatives 

provide opportunities for employees to 

share their ideas, from helping shape 3663 

Wholesale’s vision, mission and values to 

reviewing paper usage at Deli XL Belgium. 

Satisfaction survey scores reflect loyalty to 

our businesses. Despite the recessionary 

environment, we maintained our training 

spend.

Health and safety – It is with regret that 

we report one work-related fatality. This 

was fully investigated to ensure ongoing 

commitment at 3663 Wholesale for the 

health and safety of all employees. No 

fatalities were recorded by Bidvest Europe’s 

continental operations.

Labour disputes – The percentage of 

female employees at management grades 

is improving and diversity training 

continues.

Society – Codes and policies are in place 

and processes implemented (with oversight 

by internal audit) to reduce the risk of 

unethical business behaviour by Bidvest 

Europe or any employees. Altogether 

106 instances of fraud or theft, for a total 

loss to the company of £96 090, were 



 

78

 
Operational review

reported to the audit committee. Most 

high-impact incidents are of external origin 

with no insider involvement. While the 

number of incidents is static, the fi nancial 

impact has increased. There is a recent 

trend towards fraudulent applications for 

credit. All European operations are subject 

to the European Union’s Unfair Commercial 

Practices Act of 2008.

Product responsibility – Dedicated 

quality assurance oversees customer health 

and safety. Customer complaints at 3663 

Wholesale fell 12% to 89 per million cases 

sold. We are working closely with industry 

bodies to ensure nutrition and health claims 

are easily understood by customers.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/016.html

3663 WHOLESALE
Trading profi t rose pre-exceptionals. A 2% 

reduction in overheads was achieved, 

despite the cost of running two IT systems 

in parallel. Better progress was made on 

the new £22 million AX Dynamics system, a 

platform that has been under test for two 

years. Cost savings came through following 

the closure of six depots in two years.

Strong focus on working capital and 

debtors management helped us to a 10% 

increase in ROFE. Head offi ce costs fell by 

20%. Debtor days were the lowest in fi ve 

years. Stock availability and fi rst-time order 

fulfi lment hit an all-time high. Stock 

wastage, damage and theft were down. 

Cash fl ows were strong.

Consolidation of delivery routes led to 

vehicle utilisation effi ciencies and cuts in the 

fl eet. Continued investment in driver training 

fostered fuel effi ciency.

Depot costs were cut and all fourth-quarter 

cost-reduction targets were met. Job 

losses were minimised and staff showed 

their commitment by agreeing a one-year 

pay freeze. 

We stepped up the development of the 

short-life produce mix at Swithenbank 

Foods, our specialist fresh and chilled 

division. To address the value focus we 

relaunched our Smart Choice range.

A major research initiative was launched to 

map customer needs and substantiate our 

“Delivering what’s important to you” 

positioning. Empathy with customer 

challenges drives our strategy.

We spent £18 million on a new multi-

temperature depot at Paddock Wood, 

Kent. Enhanced credentials for quality 

chilled and fresh foods helped us win a 

major contract from a multinational caterer. 

We entrenched customer relationships. We 

were the only supplier to get through to 

Parkhurst prison on the Isle of Wight in 

heavy snow. As snow continued, we made 

deliveries by sled to an old-age home. We 

quantifi ed our carbon footprint for a major 

hospital caterer – the only wholesaler to 

do so.

Roll-out of mobile phone technology was 

completed, resulting in a 46% increase in 

customer calls. E-notebooks were 

deployed to sales staff.

We introduced central London’s fi rst 

all-electric delivery vehicle and continue to 

encourage the use of recycled biodiesel.

Telesales launched a customer loyalty 

programme with a safari theme to build 

on our South African associations.

Two regional managing directors were 

appointed. Competition is strongest from 

regional players. Tighter local focus will help 

keep us on top. 

Off a low base, VIVAS (our joint venture with 

a leading vintner) almost doubled sales. 

A combined food and wine delivery in a 

mini-drop has strong appeal in the current 

market. In contrast, the smaller drops trend 

made some fresh produce deliveries 

unprofi table. The customer-base was 

rationalised.

In the coming year, we plan a new 

e-commerce site. It will be benchmarked 

against Australasian performance as 

Bidvest Australia and Bidvest New Zealand 

are leaders in this area. Further revenue 

and profi t growth are projected.

BIDVEST LOGISTICS 
Performance was well up. Operational 

improvements were driven by the new 

regionalisation strategy, use of double-

decker trailers, effi ciencies in all 

departments and the savings achieved 

through the Lichfi eld depot closure. ROFE 

and profi t rose signifi cantly.

Competition intensifi ed as third-party 

logistics operators continue to investigate 

foodservices. We retained a core client 

despite an aggressive pitch by a 

multinational. Hoped-for volume increases 

failed to materialise. Fuel costs were largely 

stable, but rose late in the year.

Productivity gains and cost savings were 

driven by the implementation of telematics 

and further expansion of voicepicking. 

Employee-contracted working hours were 

reviewed to ensure staff availability dovetails 

with customer requirements.

To address the risk of reliance on large 

customers, efforts were made to stagger 

contract end-dates and extend and roll 

over contracts. Diversifi cation opportunities 

will be explored.

Long-term sustainability is assured by 

commitment to cost effi ciency and 
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continuing investment in telematics, radio 

frequency identification technology and 

planning software. Waste management and 

recycling initiatives create partnerships with 

likeminded customers. 

The business retained its accreditation in 

Investors in Excellence and ISO 14001 

status.

Excess market capacity may persist for 

three years and third-party logistics 

operators can be expected to maintain 

competitive pressure. Effective deployment 

of new technology will help us retain our 

competitive edge. Staff motivation is key. 

We plan to create strong forward 

momentum following our relaunch as 

Bidvest Logistics in July 2010. Further 

savings will be pursued as we seek trading 

profit growth in 2011.

DELI XL BELGIUM
Trading profit rose on marginally higher 

revenue, a satisfactory performance in the 

face of Belgium’s steepest post-war 

recession. The country’s GDP shrank by 

3,7% in 2009.

Development of a virtual trade fair for 

customers resulted in lower costs while 

driving sales 30% higher for the promotion. 

Margins were well managed and distribution 

costs were driven down by the application 

of new technology. ROFE improved.

The Flanders depot was further developed. 

Prioritisation of national and international 

customers was aided by implementation 

of a customer value matrix. 

Our “Start To Save” campaign was 

launched to reinforce our business 

sustainability strategy. It encompasses 

economic, ecological and social factors 

with the focus on cost reduction, 

motivation, innovation, cohesion, 

confidence and competitive advantage. Our 

GRI report on 2009 activities and five-year 

plan was being finalised at year-end.

A new customer loyalty programme was 

launched as a major retailer bought a 

foodservice company, signalling a possible 

challenge in our core market. 

Opportunities will be explored in the 

non-food and daily fresh markets. 

E-commerce, the own-brand strategy and 

hub-and-spoke optimisation will receive 

management attention. 

DELI XL NETHERLANDS
Performance was on budget, despite 

recession and fierce competition. Out-of-

home spending plummeted. Adverse 

weather impacted tourism.

A major cost-saving drive, Mercurius Quick 

Wins, was highly successful. Last year’s 

decision to close two sites proved timely. 

Cash generation was a priority. An 

e-learning programme, Focus on Finance, 

made employees aware of their impact on 

cash flow. Stock value was reduced. 

Margins narrowed as a result of growth in 

low-margin catering and large-contract 

business.

Through a series of joint ventures we 

created a new specialist seafood company 

and bought a majority interest in Stavasius, 

a fruit and vegetable producer and 

wholesaler. We took a minority interest in 

Eetgemak, a producer of convenience 

meals and food components. New 

investment lowered ROFE slightly.

We stepped up e-commerce activities and 

launched a new website. A new CSR policy 

was introduced, focusing on climate and 

environment, health, hospitality, chain 

responsibility, sustainable buying, passion 

for food and service.

 

We relaunched Reuser & Smulders, our tea 

and coffee brand (now Rainforest Alliance-

certified). To sell non-food items into the 

hospitality market, we introduced a new 

brand, NonFoodProfessionals.nl.

Transition from a hierarchical organisation 

to a process-driven business gathered 

pace with the appointment of process 

managers and teams. The First for 

Foodservice staff awards, introduced two 

years ago, have become an important 

means of instilling our values.

Our marketplace standing remains strong. 

The last review confirmed market-share 

gains in the hotels, restaurants and catering 

sector. Development of our new 

organisational model and roll-out of a new 

IT system will strengthen us still further.

Acquisition opportunities may occur as 

industry consolidation is predicted. The 

immediate challenge is to increase sales 

in tough trading conditions.

MIDDLE EAST
Expansion by Horeca United Arab Emirates 

into Saudi Arabia via a JV with a local 

partner was timely as the credit crisis 

slowed Dubai’s growth. Revenue and 

trading profit rose and by year-end the new 

Saudi Arabian business – Al Diyafa – had 

reached break-even point.

Investment in quality and HACCP 

accreditation was vindicated by Dubai’s 

introduction of new food distribution 

regulations. Less well-resourced 

competitors are under pressure.

We launched a strong US desserts brand 

and a frozen smoked-salmon offering to 

complement our high quality fresh smoked 

salmon.

NOWACO (Czech Republic and 
Slovakia)
Business conditions remained challenging, 

though the Czech and Slovakian 

economies returned to growth. Revenue 

dipped, but cost savings enabled a slight 

trading profit improvement. Nowaco 

maintained market leadership in Czech 

Republic and strengthened its position in 

Slovakia.
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Nowaco Czech Republic comprises three 

divisions – production, distribution and 

Gastrostella. Production covers Prima own 

label ice-cream (top seller by volume in 

Czech Republic and third in Slovakia) and 

the processing of frozen fish, vegetables, 

meat and other frozen products. The 

distribution division accounts for about 

60% of foodservice and 40% of retail 

distribution in Czech Republic. Gastrostella 

is a dry goods and beverages wholesaler.

In Slovakia, the business focuses on 

distribution, serving 75% of foodservice 

and 25% of retail customers. In Czech 

Republic there are three depots and five 

branches; in Slovakia one depot and two 

branches. 

Czech Republic’s economic growth lagged 

Slovakia. Inflation eased higher to about 

2% in both countries. Nowaco was 

impacted by a harsh winter and wet spring, 

a poor environment for ice-cream sales, 

tourism and out-of-home activity.

In tough trading conditions the strength of 

our core brands was demonstrated – 

Nowaco, a trusted frozen food brand, and 

Prima ice-cream. New brands, Nowameat 

fresh meat and Nowamilk diary products 

were introduced. Bagetier, a new bakery 

line, has been launched, further enhancing 

our range.

The only major new investment was in new 

bakery production lines at our Opava 

factory in Czech Republic, a €3 million 

commitment. A new freezer is being 

constructed in Kralupy to increase storage 

capacity.

For the first time since inception 20 years 

ago, Nowaco sales stalled. The emphasis 

switched to efficiency gains. We increased 

the average value per delivery while cutting 

kilometres travelled per day. Pay was 

frozen. We reduced marketing costs and 

inventories. Just-in-time efficiencies were 

achieved.

 

Leveraging the Bidvest relationship was a 

priority and we implemented the Bidvest 

identity with the help of Bidvest Europe.

In the coming year, we see good prospects 

for bakery production and distribution and 

growth potential in frozen meats and fresh. 

Prima is well positioned to seek cross-

border expansion into Slovakia.

FARUTEX (Poland)
The business was impacted by the expiry 

of a contract with a major customer, yet 

maintained its position as Poland’s leading 

foodservice distributor. In a little over six 

months, lost volumes were replaced, but 

trading profit fell as a result of customer 

cutbacks, adverse weather, extensive 

flooding and the period of mourning 

following the death of the Polish president 

and other leaders.

Investment in new sales resources to 

recoup lost turnover impacted ROFE. A 

new branch, our 11th, was opened in Łódz.

Management focused increasingly on 

savings and in the second half some 

redundancies occurred. Further cost 

efficiencies will be sought in the year ahead. 

We will seek sales growth while looking to 

achieve better margins by growing higher 

value product lines.
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Comprises Bidvest Australia, Bidvest New Zealand, Angliss Singapore and Angliss 
Greater China. Bidvest leads the foodservice industry and offers a full end-to-end 
national distribution service.

Bidvest Foodservice – Asia Pacific

Financial indicators
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

17 547,6

729,4

4 232,8

2 333,2

138,1

4,7

1 163,9

17 067,6 

602,5  

3 777,9 

3 123,6 

123,8 

3,5 

1 134,8 

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Lost-time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

4 149

2 117

509

21,3

–

855

77 222

63 685

1 123 541

6 960 761

70 439

16,9

3 623

1 496

412

13,9

–

1 101

75 568(1)

54 389(1)

1 102 647

6 814 851

67 377(1) 

 18,6(1)

 (1)  Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/017.html

13,0%15,7%

Revenue
(Divisional contribution %)

Trading profi t   
(Divisional contribution %)
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The region covers a vast area and macro-

economic factors vary considerably. However, 

pleasing revenue and trading growth was 

achieved across all businesses in the region.

Bidvest Australia remains the major 

contributor and the state of the Australian 

economy is material for regional 

performance. Australia was lifted by a return 

to strong resources growth. However, 

measures by government to stimulate the 

economy came to an end. Government 

measures to curb spending contributed to 

a decline in consumer confidence (evident 

by mid-year) and downtrading set in.

In common with other economies in the 

early stages of recovery, there was a shift 

to in-home eating.

New Zealand did not have the benefit of a 

resources-led recovery and the trading 

environment remains challenging. Job 

losses are a concern. Unemployment at 

7,3% may appear low against a southern 

African yardstick, but is twice the level of 

three years ago and a major worry as until 

recently New Zealand was considered a 

full-employment economy.

One effect is much reduced out-of-home 

eating. New Zealand’s hospitality industry 

has contracted as a result.

A much stronger recovery was under way 

in Singapore and Asia. Singapore’s 

economy recovered slowly in the six 

months to December 2009, but business 

sentiment and consumer confidence 

picked up significantly after that.

In Singapore, unemployment dropped and 

by year-end was close to the pre-crises 

level. Bank rates remained low in line with 

global efforts to spur growth. Malaysia’s 

economy rebounded and commodity 

prices recovered. 

Competition intensified. Overall inflation in 

Singapore was slightly below 1%. Food 

inflation was more than twice as high, 

though price fluctuations were less 

pronounced than previously.

The opening of major resorts has resulted 

in an increase in spending by tourists and 

knock-on benefits for Singapore’s 

foodservice. Casual dining and family 

restaurant chains remain the strongest 

contributors to our foodservice business. 

Teenagers and young families continue to 

eat out. 

The island nation has seen a shift to 

value-added products and services. The 

big demand is for finished products rather 

than raw material.

In Greater China, the economic recovery 

has been so strong that recruitment of 

skilled personnel has become difficult. Our 

customers face the threat of big increases 

in rents and wages. They therefore seek 

savings elsewhere. This mindset means 

our businesses face continued pressure 

on margins from price-sensitive customers.

Regional prospects overall remain positive 

and further growth is projected.

Sustainable development
Economic performance – Women are 

excelling at every level in our organisation. 

Our annual report to the Equal Opportunities 

for Women in the Workplace in Australia 

shows women now represent 29% of our 

national and regional managers, though 

overall representation is at 24%.

Environment – Tightening legislation in 

Australia is compelling us to measure more 

aspects of our carbon footprint, such as 

indirect energy usage. While there has been 

a significant increase in the amount of 

ethanol-based fuel used, renewable energy 

is still priced at twice that of coal-derived 

energy (electricity), hampering efforts to 

innovate in this area. All depots are 

introducing water-saving measures and 

all our companies run campaigns and 

programmes to reduce the use of 

resources (eg paperless office systems) 

and recycle more.

Human resources – Employee-based 

consultative committees monitor workplace 

activities, enabling us to engage with 

employees, understand issues of common 

concern and take corrective action as 

required. While staff turnover is up following 

restructuring, absenteeism has fallen 13%, 

indicating improved satisfaction and 

wellness levels. Bidvest Academy courses 

have been successfully registered with 

national authorities, enabling university 

accreditation; 302 trainees participated.

Health and safety – We have begun a 

certification process for AS/NZS 4801 

(safety management systems). Desk audits 

have begun and site audits are scheduled. 

Audits are ongoing for asbestos, risk from 

dangerous goods and risks related to 

buildings. Staff receive training in areas 

such as fire safety for advisers, fire safety 

and evacuation, workplace health and 

safety, rehabilitation and return to work and 

fatigue management for drivers. The 

number of claims has dropped significantly 

from a peak in 2009. The value of claims 

has dropped to 60% of 2007 levels.

Society – Our Bidvalues statement defines 

and forms the basis of our organisational 

structure. Oversight of business ethics and 

auditing of incidents of fraud and corruption 

are carried out by both internal and external 

audit. No fines of significance were incurred 

for non-compliance with national laws and 

regulations.
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Product responsibility – The Bidvest 

Quality Management System provides 

consistency within the division, encouraging 

effi ciencies and savings. We have provided 

staff training in customer care and service, 

and substantial improvements in the way 

they work and higher levels of customer 

satisfaction have been reported.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/018.html

BIDVEST AUSTRALIA
Teams put in a reasonably good 

performance. Sales were up by about 5% 

while trading profi t rose 10%. Second-half 

trading conditions were substantially worse 

than the fi rst. Food price defl ation was 

evident for much of the year.

Operational effi ciencies drove continued 

improvements in our cost of doing business 

(total expenses as a percentage of sales). 

Technology continues to be an enabler 

of good sustainability practice. Our 

e-commerce tool FindFoodFast maintained 

a good rate of growth. Energy and other 

savings were fostered by further roll-out of 

paperless warehousing, our track and trace 

technology and dynamic routing.

Benchmarking entrenches a total business 

sustainability approach to our operations. 

Measurement and incentivisation are not 

restricted to fi nancial matters. They cover 

all aspects of the business. Primarily, we 

measure ourselves against budgets and 

prior year. All comparable businesses are 

measured against one another as well as 

against their own targets.

Bidfresh was launched to mark our entry 

into the produce and portion-control meat 

market. This development began in 

October 2009 with the purchase of a small, 

underperforming business that was 

subsequently rebranded as our fi rst 

Bidfresh operation.

Our new Hobart facility opened in 

September and in January a new freezer 

complex was commissioned at John Lewis, 

Adelaide, tripling our frozen foods 

capability. In April, we acquired, Kele, a 

central Queensland foodservice wholesaler. 

The acquisition increases our exposure to 

an area of Australia that shows good 

growth potential thanks to the buoyant 

resources sector. Expansion to Cairns was 

completed and our Perth branch is being 

further extended to cater for increased 

demand.

Bidvest has become a familiar name in 

Australia. We trade as Bidvest across a 

large geographic footprint and all our 

600 trucks carry the corporate livery. Our 

people are passionate about the brand and 

live the Proudly Bidvest culture.

Our largest challenge is continued 

expansion from an already large base while 

training enough talented and competent 

people to drive sustainable growth. Talent 

retention has again become crucial as 

employment has picked up on the back of 

renewed growth in the resources sector.

In the coming year, we face the prospect of 

continued food defl ation and low consumer 

confi dence. Over three to fi ve years, our 

principal objective is to grow our revenues 

to AUD2 billion (currently AUD1,7 billion) 

and to achieve annually compounded 

growth in earnings before interest and tax 

of high single digits or more.

BIDVEST NEW ZEALAND
Pleasing trading profi t and revenue growth 

were achieved, despite tough market 

conditions. Non-fi nancial performance was 

also satisfactory. We maintained initiatives 

to reduce waste, recycle, support the 

community, train staff and lower vehicle 

emissions.

Wage costs were well contained, the debt 

collection rate went up, occupancy costs 

fell and vehicle costs remained stable. 

ROFE increased marginally following 

increased investment in land and buildings. 

Margins were well managed and interest 

rates at historical lows kept lending costs 

at acceptable levels. Cash fl ows remained 

strong.

The operational focus is on building up 

targeted food categories to specifi c 

customers, increasing the value per drop 

while delivering a comprehensive service 

that leaves few gaps for competitors. 

Our “Smart Choice” house brand continues 

to increase its percentage share of total 

sales and profi tability from imported 

products continues to grow. Logistics 

division performed well on the “Streets” 

ice-cream account. Fresh produce made a 

pleasing contribution and offers continuing 

growth opportunities.

Our prime vendor strategy gained 

momentum. This initiative is a total food 

supply service delivered to customers 

through e-commerce. Sales through 

e-commerce show continued strong growth.

Last year’s implementation of the Bidvest 

brand identity went well and helped 

maintain high levels of motivation.

Further investment in infrastructure is about 

to be committed. New distribution centres 

are planned. Substantial investment in IT 

will be made to further enhance the 

reliability of our national platform. Further 

growth in revenue and trading profi t is 

projected.

SINGAPORE
Revenue increased marginally, but trading 

profi t recovered to pre-fi nancial crisis levels. 

A strong second-half performance refl ected 

robust market conditions. Cash fl ow was 

healthy and working capital well controlled. 

We restructured the foodservice division, 

moving from product to customer focus 

while reducing the number of customers 

served by individual sales staff. The 

customer-centric strategy contributed 

to strong foodservice growth.

We acquired a Halal food-processing 

business and upgraded our food quality 
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system. We hold both HACCP and Halal 

certification. We expanded our delivery fleet 

and now specify Euro 4 engine standards. 

In Malaysia, we consolidated inventory into 

a third-party logistics centre, resulting in 

fewer transfers and faster delivery.

We continue to build our own brands for 

the foodservice and retail markets and 

position them as value-for-money quality 

products. In addition, we created a 

gourmet fine food division, Aequitas 

Gourmet, to spearhead our entry into the 

fine-dining market.

Though confidence has returned, our 

Malaysian greenfields operation, Avid 

Foodservices, faced continued challenges 

as a small operator in a mature market. A 

concerted effort to build sales is under way.

We plan to grow our value-added solutions 

and off-the-centre-of-the-plate products. In 

2011 we will pursue further sales and profit 

growth.

GREATER CHINA
Angliss, with operations in Hong Kong, 

Macau, Beijing, Shanghai, Guangzhou and 

Shenzhen, achieved record trading profit 

and confirmed its position as the region’s 

leading foodservice business. The core 

Hong Kong site achieved strong trading 

profit growth off of marginally higher 

revenue. ROFE improved strongly.

We focused on higher margin foodservice 

business rather than trading activities. We 

broadened the customer-base and 

introduced new products such as our 

Laughing Cow range, and new lines such 

as lobster and Japanese perishable foods. 

Established brands like Anchor, 1855 and 

AACo did well, helping us grow market 

share.

To improve delivery efficiencies we 

introduced 24-hour stockpicking in our 

warehouse and opened a new production 

centre to increase production capacity and 

position us for growth in the ready-to-eat 

and ready-to-cook sector.

Liquidity and debtors were well controlled. 

Cash flows were good. We employed a 

dedicated supply chain manager to 

improve logistics efficiency, reduce 

warehouse costs and optimise stock levels.

We opened a new training centre.

Greater China anticipates continued growth 

by adding further value to the existing 

range while building our presence in the 

ready-to-eat and ready-to-cook market.
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A leading multi-range manufacturer and distributor of food products and ingredients. 
Bidvest operates through strategically located independent business units, aimed at 
servicing the catering, hospitality, leisure, bakery, poultry, meat and food processing 
industries.

Bidvest Foodservice – Southern Africa

Financial indicators
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

5 381,4

418,9

1 767,7

969,9

57,1

2,7

29,5

4 952,9 

385,9  

1 656,5 

889,1 

50,2 

2,9 

19,1 

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

3 540

8 113

2 292

10,9

1,8

–

739 629

1 473

7 022

267 974

34 727

2 064 717

5 934 580

57 488

16,2

3 654

6 820(1)

1 866(1)

23,9

6,4

–

1 079 622

1 266

2 165

243 760(1)

28 492(1)

2 128 386

6 822 428

52 571(1)

14,4(1)

 (1)  Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/019.html

7,4%4,8%

Revenue
(Divisional contribution %)

Trading profi t   
(Divisional contribution %)
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Southern Africa performance was mixed as 
food defl ation set in and consumers 
downtraded. World Cup benefi ts were not 
as strong as hoped, though volumes 
improved toward year-end. Hospitality 
industry volumes rose, but industrial 
catering business remained fl at. Prolonged 
school holidays impacted the educational 
component of the institutional eating 
market. Expense management was a focus 
area for all businesses.

Food defl ation and a shrinking market 
intensifi ed competitive pressure. An 
important benchmarking tool, the Stats SA 
Food and Beverage Report indicated that 
industry revenues fell by 1,2% over the year.

Business failures only started to dip in the 
second half. In the leisure and hospitality 
sector, restaurant visits and spend per 
patron remained under pressure. 

The World Cup boosted sales in May and 
June, but regional effects were patchy. The 
restaurant and hotel markets in Gauteng 
appear to have enjoyed a World Cup 
bonanza, but in coastal areas the World 
Cup windfall could not offset the business 
impact of much lower business travel and 
conferencing.

Low interest rates may be helping 
consumers to service household debt, but 
have not led to a consumer feel-good 
effect. There has been no increase in 
out-of-home eating. Lower infl ation 
compounded the expense management 
challenge. 

South Africa’s return to growth was 
encouraging, but was not immediately 
refl ected in the return of consumers to 
restaurants, coffee shops and canteens.

Industry concerns in the fi rst half of the 
ensuing period centre on the possibility that 
some consumers over-spent during the 
World Cup and belt-tightening may occur 
for several months. However, the national 

mood lifted considerably during and after 
the World Cup and the economy appears 
to be in recovery mode. A gradual pick-up 
in consumer demand is anticipated, 
enabling our businesses to maintain 
momentum.

Sustainable development
Economic performance – We are aiming 
for level 4 contribution under the DTI 
Codes, focusing on employment equity, 
skills development, socio-economic 
development and preferential procurement. 
Local teams are responsible for their own 
BEE targets and progress is tracked. We 
continue to support the Centre for Culinary 
Excellence at Johannesburg University and 
three aspirant chefs are being trained to 
improve the quality of the food preparation 
at the Bidfood Ingredients canteen, which 
is run as a business under our enterprise 
development programme.
 
Environment – We track transport and 
have improved our measurement of all 
energy and resource usage. Bidfood 
Ingredients’ Durban yeast factory remains a 
challenge, being an old and environmentally 
ineffi cient facility. We continuously engage 
the local authority, and made the required 
changes to renew our annual effl uent 
permit. Responding to growing consumer 
awareness and demand for sustainable 
seafood, we joined the South African 
Sustainable Seafood Initiative, and now 
undertake to DNA test any seafood product 
we can’t identify, thereby ensuring the 
product supplied is the same as advertised.
 
Product responsibility – We are 
represented on the South African Food 
Safety Initiative, a subcommittee of the 
Consumer Goods Council of South Africa. 
New labelling legislation will be effective 
from March 2011, and we expect more 
thorough policing in future in line with 
international standards. We expect to gain 
competitive advantage in this new 
operating environment, leveraging off the 
leading standards we set for the industry.

Human resources – Employee 
engagement is decentralised, with issues 
raised and dealt with immediately. Despite 
strong labour representation, relations are 
constructive and no strike action was 
experienced. First priority for employees is 
skills training and advancement – possible 
now that the long-time barrier of a lack of 
basic lifeskills has largely been overcome 
through recruitment of employees that at 
least complete their fi nal high school 
exams. In addition to our internal training, 
we have an active learnership programme 
in partnership with the food and beverage 
and wholesale and retail training authority. 
Talent retention remains a challenge. Staff 
developed by an industry leader rapidly 
become the target for recruitment by 
competitors while emigration continues to 
put strain on the skills base.
 
Health and safety – Critical aspects of 
health and safety management, such as 
audits, are outsourced to specialist 
consultants. Spot-checks are conducted 
and a full incident report serves as a guide 
for improving systems and closing 
loopholes. There were again no fatalities 
across our businesses.

Labour disputes – CCMA cases brought 
against Bidvest Foodservice Southern 
Africa rose 13% to 71, with 48 fi ndings in 
favour of the division. No Department of 
Labour fi nes were incurred for non-
compliance.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/020.html

BIDVEST FOODSERVICE SA
Trading profi t was fl at, despite an excellent 
fourth quarter. We derived competitive 
advantage from our position as the supplier 
offering the widest range of products in our 
industry. We grew market share and the 
basket of supplied products despite a 
shrinking customer-base. Customers 
achieved operational and price effi ciencies 
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by pooling their buying with a broadline 
supplier able to meet diverse needs in 
one drop.

Margins suffered as a result of our 
market-share drive, though aggressive 
management of growth and advertising 
rebates enabled us to make up the loss. 
The need for increased World Cup working 
capital pushed funds employed higher. 
Cash generation was good.

We cut petrol and diesel usage and 
increased the amount of waste we 
recycled.
 
Credit management was rigorous. Sales 
teams increased the business written with 
customers in good standing and 
aggressively pursued new business. The 
average value per invoice increased by 4%. 
To support this effort we introduced a field 
sales management tool that enables sales 
teams to more efficiently manage sales and 
call cycles.

Expenses were well contained, despite 
additional rental and depreciation costs 
following four branch relocations. Stock 
losses and bad debts fell.

Delivery costs fell 5,7% and the size of the 
vehicle fleet was reduced by 6%. We 
renewed the fleet ahead of the World Cup 
and disposed of less efficient vehicles.

Our value proposition as a solution-finder 
was showcased by our national accounts 
business. We offer national customers a 
central point of contact for central price 
negotiations against a nationally distributed 
supply solution. Greater efficiencies allowed 
us to reduce our gross margin, grow 
volumes and maintain our operating margin 
in this channel.

We grew our export business, especially 
to Angola and acquired a small catering 
equipment business, Caternet.

In 2011 we plan to build a new multi-temp 
facility in Bloemfontein and convert our 
Polokwane frozen facility to multi-temp. 
Improved infrastructure will add much-
needed capacity in both regions. The 
business is well positioned to seek renewed 
growth as economic conditions improve.

BIDFOOD INGREDIENTS
Bidfood Ingredients put in a pleasing 
performance in challenging conditions, 
impacted by lower commodity product 
volumes and deflation. Revenue dipped, 
but trading profit showed pleasing growth. 

We maintained investment in skills 
development. Management initiated a 
strong drive to reduce our carbon footprint. 
A process of target-setting, quarterly 
monitoring and regular reviews was 
established. We have begun to benchmark 
our use of electricity, water and fuel. 
Effluent discharges are closely monitored. 

Our food safety programme was stepped 
up. We have begun educating personnel in 
the principles of basic food safety at all 
branches. Our Cape Town savoury 
ingredients factory achieved ISO 22000 
accreditation.

Customers were impacted by consumer 
cost-cutting. Consumption of meat and 
poultry fell. We introduced offerings to help 
food manufacturers develop more 
affordable options. Sales of some 
commodity products fell.

We reduced stock, though inventory rose 
near year-end to optimise the World Cup 
opportunity. Cash flows strengthened. 

Chipkins Bakery Group maintained its 
improvement and continued the 
development of its own manufactured lines. 
NCP Yeast was impacted by a shortage of 
local molasses. Even so, the business 
performed well.

The Crown National launch of its Chef’s 
Choice range proved highly successful. We 
also introduced the Handipack retail spice 
range.

Bidfood Solutions, our vehicle for increased 
penetration of the general foods sector, 
faced a challenge as some large customers 
froze new product development.

We launched promotional drives to 
maximise sales over the World Cup and 
obtained exclusive rights to the word 
“vuvuzela” in the spices and seasoning 
segment.

A new warehouse management system 
was implemented at Crown National’s 
Cape Town spice factory. 

In the coming year, we plan further growth 
in sales and profitability while achieving 
continued efficiencies.

SPECIALITY
South Africa’s leading distributor of local 
and imported food brands achieved record 
revenue and trading profit on the back of a 
good second half. The business benefited 
from increased in-home eating and a high 
in-store presence. Several new products 
were introduced while the Goldcrest range 
was expanded.

A major drive to reduce the incidence of 
damaged returns and better stock rotation 
led to margin improvement.

Stock levels rose for the World Cup, but 
over the year as a whole inventory was 
tightly controlled. Debtors management 
improved, as did cash flows. 

We made increased use of automotive 
telematics and began a concerted drive to 
improve collation and interpretation of 
sustainability data. Efficiencies in power 
and fuel usage will be aggressively 
pursued.

Own brands were strongly promoted. 
Softer prices on some lines and a stable 
rand enabled us to partner major retail 
groups with aggressive promotions. In the 
final quarter, we stocked up on lines for 
in-home consumption during shared 
viewing of World Cup games.

We began a logistics partnership with 
Ferrero, the leading imported confectionary 
brand. The relationship facilitates entry into 
markets such as garage stores and 
pharmacies while broadening retail chain 
exposure.

Trading conditions are expected to remain 
challenging, but we will seek continued 
revenue and profit growth.
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A leading manufacturer and distributor of electrical products, appliances and services, 
office stationery, office furniture, packaging closures and catering equipment in southern 
Africa with a small presence in the United Kingdom.

Bidvest Industrial and Commercial

R8,6 billion
Revenue 7,0% decrease

R421,3 million
Trading profit 29,4% decrease

7,5%7,7%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Environment

Represented by ACTIVE chair range. South Africa is experiencing a shortage of pine timber 
that is affecting the cost of all wood-related production industries. Seating, for example, 
consumes 220m3 of veneer each month, extrapolating to 18 000 trees felled annually. By 
introducing the new ACTIVE range of chairs, made from injection moulded foam around 
a polyurethane frame, the company has been able to save 40m3 of veneer per month, or 
3 000 trees annually.
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Highlights
  Signifi cant cash generated from operations of R434 million

  Improved working capital management

  Expense savings across the business

  ERP solutions being implemented

  Businesses refocused to take advantage of new market realities

  Bidvest Materials Handling integrated into our business

  Injury rate as measured by LTIFR reduced by half

  22 micro-business owners reselling computer consumables supported by 

Kolok

Financial indicators 
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

8 643,6

421,3

3 136,6

1 336,7

72,2

8,2

104,5

9 290,9 

596,9

3 179,2 

1 324,5 

71,3 

24,5 

88,6

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

6 849

54 720

7 989

15,1

4,6

–

3 756 119

2 448

3 171

174 949

29 476

4 207 856

3 231 010

49 103

7,2

7 428

38 673(1)

5 206(1)

20,6

9,2(2)

–

6 535 413

3 008

1 483

145 730(2)

28 874

4 794 263

3 673 228(2)

50 907(2)

6,9(2)

(1) Restated to include learnerships 
(2) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/021.html
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Myron Berzack, chief executive

Positioning and reputation

An extensive national footprint and 

investment in quality facilities and people 

enable Bidvest Industrial and Commercial 

to supply products that match specific 

needs. Customers in the manufacturing, 

wholesaling and retailing sectors appreciate 

the ready availability of the division’s 

products. Quality products are backed 

by quality service.

Macro- and trading environment

Recession affected every business in the 

division. The business is exposed to both 

the retail and business-to-business 

environments and was impacted by 

consumer belt-tightening and aggressive 

expense management by business. Many 

companies imposed a freeze on new 

capital expenditure.

There was little evidence of a beneficial 

FIFA World Cup 2010™ effect in the 

second half. Major contracts, some relating 

to the World Cup, wound down and were 

not replaced by further additions to national 

infrastructure. The knock-on effects for 

businesses serving the construction and 

civil engineering sectors were severe. World 

Cup disruptions impacted some 

businesses.

The strong rand was negative for imports 

and falling inflation impacted trading 

activities. Deflation was experienced in 

some parts of the business.

 

The business also felt the effects of falling 

copper prices and intermittent periods of 

volatility in the metals market. 

Performance

Financial results were disappointing and 

reflected extremely depressed business 

conditions. Revenue fell 7,0% to 

R8,6 billion (2009: R9,3 billion). Trading 

profit dropped 29,4% to R421,3 million 

(2009: R596,9 million). Cash flow improved. 

Capital expenditure was deferred, 

inventories cut and funds employed were 

reduced. Expenses were aggressively 

managed. ERP rollouts continued.

The second half saw some improvement 

in revenue. However, the return on funds 

employed fell year on year from 24,8% 

to 19,6%.

Non-financial performance was often 

encouraging as teams prepared the 

business for the promised upturn. 

Highlights included the implementation of 

employment equity plans, increased focus 

on skills development and training, and 

new systems implementation.

Strategic and industry dynamics

By year-end the construction sector had 

endured 18 months of falling demand for 

both commercial and residential projects. 

Continued decline in the number of building 

plans passed suggests that depressed 

business conditions will continue. Our 

electrical wholesale division has been 

particularly hard hit.

South African business reacted consistently 

to the recession. Every business cut back; 

some stopped all spending. Some mining 

companies appeared to put a brake on 

new investment as the debate revived 

about nationalisation.

Our furniture and stationery businesses 

bore the brunt of the clampdown on 

corporate buying. The corporate furniture 

project market was the worst affected. Few 

new offices are being built and almost no 

corporate office suites are being fully 

refurbished. 

Though the overall trend was toward a 

strong rand, currency volatility day by day 

was considerable and had a negative 

Bidvest Industrial and Commercial
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impact on companies such as Kolok where 

margins are thin.

In the final quarter, the impact of the 

Transnet strike was felt. Shipments arrived 

late and backlogs built up. Some business 

that should have been written this year will 

be pushed out to 2011 and some turnover 

was lost.

In June, the World Cup effect proved to be 

negative for some of our businesses. 

Orders being processed by some of our 

businesses fell dramatically as World Cup 

excitement mounted. Some customers 

simply stopped placing orders. Extended 

school holidays created further difficulties.

Competition intensified in every sector. 

As margin squeeze increased, some 

competitors abandoned their focus on core 

competence and looked to new lines of 

business. Some manufacturers became 

opportunistic importers. New entrants to 

sectors tended to take a short-term 

approach to prices. The net effect was 

even more pressure on margins.

As the year progressed it became evident 

that some of our competitors were fighting 

for business at any price. In some cases 

this will undoubtedly endanger the 

long-term sustainability of these 

businesses. But there have not been any 

major business casualties yet.

Efficiencies

As recession tightened, a concerted effort 

was made to rightsize all businesses for a 

new commercial environment. Costs were 

cut and expenses rigorously managed. 

Some staff members were redeployed and 

retrained. Regrettably, some jobs were lost. 

The effects were severe in the furniture and 

stationery businesses where retrenchment 

costs totalled R9 million. As a result of 

retrenchment and staff attrition, the 

division’s staff numbers came down from 

7 428 to 6 849. 

Debtors management improved and cash 

generation remained strong. Inventory levels 

were cut as businesses conducted an overall 

review of slow-moving stock. However, 

business volumes were so depressed that 

improved working capital management failed 

to lift the return on funds employed.

Though non-essential capital expenditure 

was curtailed, spending to reinforce 

business sustainability was maintained. 

Investment on new ERP solutions 

continued in the Electrical Wholesale and 

packaging businesses.

Within the Electrical Wholesale division, 

Voltex Durban was the first site to 

implement the new system. The roll-out will 

continue into calendar 2011. Up-to-the-

minute management information will ensure 

continued improvements in efficiency.

Investment was also maintained in quality. 

Seating, our furniture-maker, became one 

of the first manufacturers in South Africa to 

achieve ISO 9001, 140001 and 180001 

compliance.

Benchmarks

A supposedly temporary slowdown in the 

economy lasted much longer than 

anticipated. Most teams failed to achieve 

their revenue and profit targets.

Benchmarks are set in consultation with 

every business and branch. They are not 

imposed in line with macro-economic 

forecasts. Though our businesses are close 

to their industries and customers, they 

grossly underestimated the impact of 

recession (a mistake made by many 

economists). As depressed conditions 

continued, it became apparent that many 

businesses would fall considerably short 

of expectation.

The best performers against budget were 

the teams focused on debtors and 

inventory management. A net improvement 

in the debtors position was achieved while 

the effort to reduce stockholdings to free 

up cash realised the anticipated benefit.

 

Brand and operational dynamics

Businesses were restructured and 

infrastructure rationalised. Management 

focused on maintaining staff motivation 

across leaner teams.

At Voltex Electrical Distribution, three 

branches were closed. CN Business 

Furniture closed three branches (Nelspruit, 

Witbank and Office Furniture Clearance 

House in Johannesburg).

Seating closed down assembly operations 

at its Queenstown factory and integrated 

this function into the company’s 

Johannesburg factory. Unfortunately, 

this led to job losses at the Queenstown 

premises. At year-end, Waltons began the 

downsizing of its bulk distribution facility 

in Johannesburg to eliminate the double 

handling of product. Waltons Promotional 

Gifts was scaled down. 

A change of leadership at Voltex is bedding 

in well. The business has been restructured 

into two divisions, one devoted to the 

development and commercialisation of 

new technologies and products (Voltex 

Solutions) and the other focused on 

product supply and efficiencies across the 

80-strong branch network. Each operation 

is headed by a managing director. 
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Though volumes fell, our brands improved 

their relative positions in their respective 

industries. The full benefit may not be seen 

until 2011. By that stage, recession and 

short-term decision-making by some 

players may result in insolvencies and 

industry consolidation.  

Voltex remains the leader in the supply of 

electrical cable and electrical equipment. 

Waltons is the country’s leading stationer. 

Kolok is South Africa’s largest distributor of 

computer printer supplies. CN Business 

Furniture and Seating are the leading 

distributors and manufacturers of furniture 

in their respective fields. In niche markets, 

our name for top quality is indisputable.

Afcom acquired the South African rights to 

the Sellotape brand and plans appropriate 

marketing support in the new period. 

Our determination to maintain a leadership 

position extends to operational health and 

safety within each business. Active health 

and safety management is a feature of all 

operations. Safety officers have been 

appointed at each site in the division; more 

than 200 officers in all.

New initiatives

Waltons’ Optiplan acquisition bedded down 

well. A specialised filing systems offering 

has now been integrated into all branches 

and across the Waltons regional structure. 

Waltons’ commercial warehouse at 

Modderfontein has moved to larger 

premises. Disruption was minimal as the 

new warehouse is nearby. 

Bidvest Materials Handling was successfully 

integrated into Packaging and Catering. The 

business supplies forklifts and was previously 

part of McCarthy Heavy Equipment. It has 

acquired exclusive South African distribution 

rights to the Nissan forklift range.

Voltex, in conjunction with partner IntelliDB, 

began development of energy-monitoring 

software. Voltex is also exploring the 

market potential of solar heating for 

domestic and commercial water supplies.

A management development programme in 

collaboration with Henley Business College 

was successfully implemented at Voltex 

and was ready for roll-out across Bidvest 

Industrial and Commercial by year-end. 

Course content is shaped by the job 

description of each participant as the 

intention is to improve on-the-job 

performance by every supervisor and 

manager.

Business risks

Risks to the business did not change, 

though volatility sharpened currency risk 

and trading risks. The prices of 

commodities such as steel and copper are 

influenced by international as well as local 

factors. Management has long experience 

of dealing with these fluctuations.

Technology risk in the electrical and energy 

fields will continue to grow. The ever-

increasing price of electricity will drive 

constant innovation. New energy-saving 

solutions will be developed. It will be a 

challenge to identify the most appropriate 

solution or technology-set. Further 

challenges apply to the timing of buying 

decisions and the estimation of the 

appropriate stock-holding.

The risks were showcased during the year. 

A few years ago, continual load-shedding 

by Eskom, contributed to higher demand 

for energy-efficient solutions and back-up 

systems. Eskom’s long-term challenges 

have not changed, but a year of relatively 

few outages led to a decline in demand for 

smart energy systems.

Objections to big increases in electricity 

prices also meant that Eskom’s new tariffs 

only took effect in July 2010. As a result, it 

will be mid-winter before customer demand 

for these solutions is likely to resurface. A 

focus area for management is therefore 

getting both the timing and the technology 

right.

Technology risk is managed to some extent 

by our international partnerships and ability 

to scan the global horizon for developments 

with most potential. South Africa is rarely 

the first adopter of new technologies. We 

can observe what works best internationally 

and canvass our global associates for new 

ideas.

The South African market is unique as it is 

influenced by a mix of first and third world 

factors. Managers are deeply rooted in their 

respective sectors and have long 

experience of identifying appropriate 

solutions for their markets.

As stockists with relatively large inventories 

we remain at risk from syndicated theft. We 

are constantly on our guard and employ 

sophisticated security systems. It is 
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pleasing to report that no major losses from 

theft were reported.

Credit risk was well managed.

People risk and talent retention are 

under constant review; as are the most 

appropriate remuneration and 

incentivisation structures. We train, but we 

don’t always retain. Most South African 

businesses face this challenge.

A special risk this year is that of a World 

Cup hangover. Some of our businesses 

benefi ted when major infrastructure 

projects began and reached a peak. If 

government spending on infrastructure 

should be curtailed as priorities change 

in the post-World Cup period, many 

businesses will feel the effects. 

Diversifi cation across multiple sectors 

helps us manage risks like this.

Sustainable development

Pride is a key feature of our culture. Our 

businesses tend to be industry leaders and 

strong brands. Our people take pride in this 

status and perform accordingly. We’re 

highly decentralised and entrepreneurial. 

This tends to attract self-starters and 

goal-setters.

 

Economic performance – All businesses 

have now improved to at least a level 3 or 

level 4 contribution against the DTI Codes. 

We use an electronic procurement tool to 

help our suppliers improve their 

empowerment credentials. We partner with 

new entrants to the subcontracting sector, 

helping them build a track record while 

instituting basic business disciplines. 

Kolok has established a township 

business hub that comprises 22 previously 

disadvantaged micro-business owners in 

Bophelong who resell computer 

consumables.

Environment – Petrol and diesel 

consumption has reduced by 12%, partly 

by increasing the proportion of direct 

deliveries (as opposed to handling through 

a warehouse). This has reduced double-

handling of product, stock-holding, 

obsolescence, lead times and transport 

costs, but came at the cost of retrenching 

40 people. Waltons and Kolok are 

promoting direct deliveries. Sustainable 

offi ce furniture manufacturing is gaining 

momentum at our furniture operations.

Human resources – Operational 

restructuring led to the retrenchment of 

318 employees. This was a last resort after 

other avenues, such as redeployment, were 

pursued. Investment in training has risen, 

taking us to the required 3% target for the 

fi rst time. Companies are looking to 

develop high potential managers in the 

under-40 age bracket. A total of 19 Voltex 

candidates graduated from Henley 

Management College while 367 black 

employees participated in learnership (or 

equivalent) programmes.

Health and safety – The division’s LTIFR 

injury rate has reduced by half following 

improved housekeeping and attention to 

health and safety matters.

Labour disputes – CCMA cases brought 

against the business dropped 28% to 72, 

with 42 fi ndings in favour of the division. No 

Department of Labour fi nes were incurred 

for non-compliance.

 

Society – Internal audit manages various 

aspects of ethical business conduct, and 

we engaged a leading law fi rm to conduct 

awareness training on the Competitions Act 

and the Competition Commission.

 

Corporate social investment – We 

concentrate our CSI activities in the 

education and training sectors. Each 

company selects its own fl agship projects, 

often involving the supply of stationery to 

schools. The total value of our CSI was 

R2,5 million.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/022.html

Future

Strong recovery may not yet be apparent, 

but the business cycle appears to have 

bottomed out. Our businesses are leaner 

and our people well motivated. We have 

maintained a strong position in every 

industry in which we are represented.

VOLTEX ELECTRICAL 

DISTRIBUTION

Volumes were down signifi cantly, but 

showed some improvement late in the year, 

despite the disappointing impact of the 

World Cup. Gross margins held steady and 

expenses were well managed. Branch 

structure was rationalised. Hillcrest and 

Uitenhage branches were closed, while 

Springfi eld became a depot.

The new structure means we continue to 

draw on the experience of former chief 

executive Myron Berzack (now chairman) 

while joint managing directors drive the two 

operational arms of the business.
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Voltex Solutions began work to develop the 

market for dual geyser elements, intelligent 

distribution boards, sensors and other 

smart products designed to optimise energy 

usage. Sales take-off was slow. Much-

improved response is anticipated in the year 

ahead as power costs move higher.

The full benefit of the new ERP system will 

not be seen until the new period, but early 

indications are that we will realise major 

benefits in areas like market intelligence, 

anticipation of customer needs and 

rightsizing the inventory.

Results in export markets were 

disappointing.

BERZACKS

Expense control remained rigorous, but 

trading profit experienced a further decline. 

Labour unrest, port strikes and short-time 

working in the industry aggravated an 

already difficult situation. The business has 

been severely affected by falling demand 

for its core products – industrial sewing and 

embroidery machines. Demand is expected 

to remain subdued.

EASTMAN STAPLES

Our UK-based sewing machine supplier 

continues to aggressively manage the cost 

base. A restructure is planned early in the 

new period.

CATERING EQUIPMENT

Vulcan Catering Equipment

Vulcan maximised its trading opportunities 

as the hospitality industry expanded and 

upgraded catering facilities ahead of the 

World Cup. The year began hesitantly, but 

performance steadily improved. Both 

revenue and trading profit exceeded 

expectation. Cash flow improved despite 

an increase in working capital. Margins 

were well managed.

Sales were strong to both the institutional 

eating and leisure segments of the market. 

The export business achieved pleasing 

growth, as did operations in KwaZulu-

Natal.

STATIONERY

Waltons Stationery Company

Revenue was flat, but trading profit was 

significantly below budget in a 

disappointing year. The back-to-school 

peak provided a temporary respite and 

strong cash generation was achieved in the 

fourth quarter, though extended school 

holidays disrupted the usual trading 

pattern. Volumes overall were depressed 

as both cash-strapped consumers and 

companies reduced their office furniture 

spend. Changes in the sales mix away from 

higher margin items reflected continued 

pressure on consumers.

Management has undertaken urgent action 

to extract costs from the  business, but 

benefits will not be felt until next year.

A purpose-built KwaZulu-Natal regional 

distribution facility is planned that will 

replace the current distribution centre and 

three retail outlets. Land has been 

acquired, but project completion and 

resultant efficiencies are not expected 

until 2012.

 

KOLOK

A stronger rand, especially in the first half, 

was negative for the business and made it 

difficult for Kolok to maintain the strong 

financial momentum of the previous period. 

In unit terms, volumes were up throughout 

the year. The business was impacted by 

dislocation caused by the World Cup. 

However, improvements were achieved in 

working capital management and cash 

generation.

OFFICE FURNITURE

CN Business Furniture

Revenue was well down as demand 

continued to fall in both the corporate and 

project markets, resulting in an operating 

loss. Margins came under mounting 

pressure in a declining market. The 

business was restructured in line with the 

new trading environment and improvements 

achieved in debtors management. Three 

branches were closed and overhead costs 

reduced following job cuts. Retrenchment 

costs totalled R2,9 million. 

The business continued to innovate and 

give an industry lead in key areas, despite 

the recession. We import a board that 

complies with strict environmental 

standards. The German board 

manufacturer ensures that two trees are 

planted for every tree that is cut down to 

meet its production requirements.

Dauphin

Results were extremely disappointing, 

though expenses were well managed. 

Volumes were almost entirely restricted to 

replacement of office furniture items as the 
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corporate project market went into limbo. 

Delays caused by the transport strike 

compounded difficulties in the fourth 

quarter, though the order book showed 

pleasing improvement as the year came 

to a close.

A new management team will continue to 

implement savings while pursuing growth 

opportunities.

Seating

Low demand and falling sales resulted 

in an operating loss. Management 

closed assembly operations within the 

Queenstown factory, resulting in a loss 

of jobs and retrenchment costs of 

R1,9 million.

Working capital management improved and 

margins recovered somewhat following 

remedial action.

The business is being repositioned to move 

the focus away from the lower end of the 

market where margins are under increasing 

pressure. Seating concentrates increasingly 

on injection-moulded backs and seats. The 

effect is to reduce the number of 

production processes.  

PACKAGING CLOSURES

Afcom

Trading conditions were challenging and 

revenue came under pressure. Even so, a 

marginal increase in trading profit was 

achieved, a pleasing result in a difficult year. 

Margins and expenses were well managed 

and cash generation remained strong.

Market-share gains were achieved in the 

polypropylene and staples segments.

Buffalo Executape

A strong fourth quarter was the platform for 

modest, but pleasing growth in revenue and 

trading profit. Margins were well managed 

and cash flow was strong. The return on 

funds employed showed pleasing growth.

Materials Handling

The newly acquired unit was integrated into 

the Packaging and Catering component of 

our business with effect from March.
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A leading manufacturer, supplier and distributor of commercial office products, printer 
products, services and stationery and packaging products, through a wide network of 
outlets in southern Africa.

Bidvest Paperplus

R2,1 billion
Revenue 8,2% increase

R248,3 million
Trading profit 10,8% increase

4,4%1,9%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Carbon footprint and the environment

In our ongoing campaign to conserve electricity, Silveray Manufacturing won the 
eThekweni (Durban) energy-saving competition for installing a 6 000-litre solar water-
heating system for its workers at its labour intensive Mobeni facility.
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Highlights
  Businesses perform well in a challenging market

  Acquired distribution agency for international brands Parker, Papermate 

and Waterman

  Croxley range being expanded

  BEE rating up from level 4 to level 3

  Lithotech export offi ce opens in Denmark

  Consolidation under way of PWS and Silveray Statmark

  More than half domestic procurement spend now with BEE suppliers

  Training spend and training spend per employee increases

  Entered market for on-demand digital printing solutions

  Silveray Manufacturing won eThekweni energy-saving competition by 

installing a solar heating system for workers

Financial indicators
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

2 091,9

248,3

935,4

351,0

49,5

3,5

140,3

1 933,4 

224,2 

994,3 

358,7 

43,3 

2,8 

124,7

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

4 368

5 248

1 202

35,3

6,8

–

856 856

1 061

3 314

115 006

32 721

460 876

284 574

34 234

7,8

4 261

3 674(1)

862(1)

22,8

5,6

–

601 781

881 

2 800

120 886

35 448

424 325

328 745

37 685

8,8

 (1) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/023.html
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Neil Birch, chief executive

Positioning and reputation
The repositioning strategy of recent years 

reached critical mass as laser printing and 

mail personalisation emerged as the 

biggest single profit-earner. Bidvest 

Paperplus is increasingly seen as a network 

of specialists capable of transitioning 

across formats. Skills developed in an 

ink-on-paper environment are applied to 

various substrates. 

Diverse printing, imaging and communication 

formats are accessible at one customer 

touchpoint – a vital factor for customers 

looking for a single supplier capable of 

meeting multiple requirements.

Bidvest Paperplus is now industry leader in 

full-colour digital printing, another indication 

that the strategy of rebalancing the 

business has proved successful.

Macro- and trading environment
It was a watershed year. Recession forced 

businesses to seek economies and 

re-examine past practice. One effect was 

the further erosion of conventional printing 

and conversion volumes. Customers with 

a traditional attachment to ink-on-paper 

solutions moved to e-mail statements or 

other digital formats. Others cut back on 

quantities or redesigned their forms. A 

three-page solution became a two-page 

solution and so on.

As the economy moved out of recession, 

customers preferred to stick with new 

solutions – confirmation that policy 

decisions had been taken on expense 

items and cost control rigour would be 

maintained.

Performance
Bidvest Paperplus performed well in a 

challenging market. All teams put in a 

creditable performance, including those 

who faced a severe decline in sales as a 

result of new buying patterns. Inventories 

were cut and debtors strictly controlled, 

resulting in improved cash flow and a better 

average return on funds employed.

Revenue rose 8,2% to R2,1 billion 

(2009: R1,9 billion) while trading profit 

moved 10,8% higher to R248,3 million 

(2009: R224,2 million). World Cup-related 

business offset the absence of big export 

contracts.

Changes in demand patterns resulted in 

the rationalisation of capacity in some 

areas, but staff numbers remained stable.  

Strict cost control resulted in a war on 

waste while the growing appeal of digital 

formats reduced paper usage. Improved 

measurement confirms that good 

sustainability practice is good business. 

Business sustainability considerations 

underpin the entire business.

Strategic and industry dynamics
Over-capacity in some parts of the printing 

industry led to intense competition, 

squeezing some margins.

Marketing budgets were slashed and 

business cut the printing and stationery 

spend. It appears that all spending on office 

consumables by customers is scrutinised 

before sign-off.

Government is adopting decentralised 

tendering for some print work and 

scholastic supplies. Local rather than 

national contracts reduce print runs. 

Bidvest Paperplus is not dependent on 

government contracts, but several large 

printers are geared up for this type of job 

and may now find it necessary to seek 

replacement business.

The potential for cut-priced competition 

– especially in stationery – was apparent by 

year-end.

In challenging conditions, we derived 

relative advantage as volumes traditionally 

channelled to one specialisation were 

redirected to others. 

The export cycle, favourable last year, 

proved less so this year. We specialise in 

print and fulfilment work for election and 

voter registration contracts. With few major 

elections in sub-Saharan Africa, demand fell.

Bidvest Paperplus
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Revenue was assisted in May and June 

by work on VIP ticket packaging and 

personalisation, our biggest single FIFA 

World Cup 2010™ contract.

The rand remained stable as did most input 

costs, though pulp prices went up. 

Electricity costs rose significantly and 

pressure rose on the wage bill. Whenever 

possible, higher pay awards were made to 

the lowest paid workers.

Efficiencies
Long-run print demand plummeted and the 

Cape Town business forms plant was 

scaled down. Two Johannesburg label 

operations were consolidated into one.

The acquisition of Pretoria Wholesale 

Stationers was completed at the end of last 

year on the run-in to the peak back-to-school 

period. This delayed the integration of the 

stationery operations of PWS and Silveray 

Statmark. Consolidation began in the fourth 

quarter. Areas of duplication are being 

removed in Johannesburg and Durban. 

Considerable efficiencies are expected.

To achieve sustained efficiency and quality 

improvements, performance champions 

were appointed. They apply a six-sigma 

methodology that imposes constant 

measurement and rigorous self-

assessment. The initial champions have 

been deployed at the Lufil Packaging 

operation in Isethebe, KwaZulu-Natal, the 

Silveray manufacturing site in northern 

KwaZulu-Natal and Lithotech 

Manufacturing Pinetown.

Effects will not be evident until next year. 

A preventive approach was taken to 

debtors management. Creditworthiness of 

customers was reassessed before cases of  

one year late payment occurred. Strict 

credit controls were applied.

Benchmarks
Annual financial and other performance 

targets, such as waste reduction, are set 

for each operation. There are no overall 

divisional targets as some segments of our 

industry are in decline while others show 

robust growth from a relatively low base.

Margin management is complicated by 

varying levels of on-selling in each 

operation. When a business controlled all 

production, service, storage and delivery 

functions for all products, margins could be 

compared with the previous period as the 

same level of control had been maintained 

for years. Now some outputs are internally 

controlled while others are bought in to 

be on-sold as part of a total package. 

On-selling elements vary from company 

to company. The net effect is more 

margin pressure.

Workplace safety is a key area for 

measurement and improvement.

Empowerment and transformation are 

measured continually. Independent 

assessment is carried out by Empowerdex. 

Our manufacturing businesses are heavy 

users of electricity and water, while 

distribution operations are big users of 

petrol and diesel. These are increasingly 

expensive inputs. Measurement and 

reduction are critical.

Brand and operational dynamics
Lithotech’s brand strength was leveraged 

during an attack on related markets as our 

fulfilment service operates under the 

Lithotech banner. The Lithotech name was 

promoted internationally as part of our drive 

to secure more export work.

We acquired the South African distribution 

rights to the strong international brands, 

Parker, Papermate and Waterman. They 

are being marketed as part of a wider 

Silveray Statmark offering.

We bought the Croxley brand rights in 

southern Africa and have begun to expand 

the range by launching non-paper-based 

Croxley-branded general stationery items.  

New initiatives
We launched an aggressive attack on allied 

markets and differentiated ourselves 

strongly as one-stop solution providers.

Procurement proved to be a big growth 

area. Fulfilment services, covering print and 

non-print items, became a strategic 

contributor to the business and for the first 

time we used BEE accreditation as a sales 

tool.

We opened a Lithotech export office in 

Denmark in collaboration with a Danish 

associate company. The premises are near 

the Nordic Office of the UN Development 

Programme. The main focus area is 

printing, fulfilment and project coordination 

in support of elections and voter 

registration programmes. Lithotech is one 

of the main sponsors of an upcoming 

international conference on election 

challenges, vote counting and new 

election-related technology.

We have entered the market for on-

demand digital printing solutions, focusing 

on course notes, training manuals, 

technical and specialist publications and 

short-run book production.

No new acquisitions took place. Investment 

in new property, plant and equipment 

totalled R44 million.

Facilities at the recently launched Bidvest 

Paperplus training academy were made 

available to students on the block release 

courses offered by the Printing Industry 

Federation. The collapse of the media, 

advertising, publishing, printing and 

packaging sector education and training 

authority appears irrevocable. A lead had to 

be given or risk continuing limbo in industry 

training. 

Business risks
Changing technology remains a key risk. 

Our widespread of activities and refusal to 

become dependent on one technology 

help us manage the risk. We constantly 
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scan the technology horizon for new 

developments.

Techno development is also an area of 

opportunity as we are well resourced and in 

the past have shown that we are capable 

to adopting new technology and making 

new investment at a faster rate than some 

competitors. 

We depend on skilled people. Training is 

one form of people risk management; so is 

our position as industry leader. Ambitious 

people can build a strong career with the 

company and take pride in their length of 

service.

Currency risk is managed by the taking of 

forward cover. 

For local paper supplies we remain 

dependent on a duopoly. This is a 

continuing risk factor, but we retain the 

capacity to bring in overseas supplies 

should local prices move to unacceptable 

levels.

Sustainable development
Pride in resilience is increasingly evident. 

Our business is constantly evolving and 

teams take pride in the fact that many 

pressures on the industry were anticipated 

and that new growth areas were identifi ed 

in good time.

Craft and company pride was always 

strong. Group pride is now coming to the 

fore. 

Economic performance – We have 

improved our BEE rating for the DTI Codes 

from level 4 to level 3. As a value-adding 

enterprise, our customers can now claim 

137,5% of their procurement spend with us 

for their own BEE rating purposes. In turn, 

we have applied our web-based tool to 

help register BEE suppliers. These now 

represent more than 50% of our domestic 

procurement spend.

Environment – As clients convert from 

paper to electronic processes, we have 

increased our offering of one-stop solutions 

to administrative needs and entered the 

market for on-demand digital printing 

solutions. Silveray Manufacturing won the 

eThekweni (Durban) energy-saving 

competition for installing a 6 000-litre solar 

water-heating system for its workers.

Human resources – Half our employee-

base is unionised and we enter into wage 

negotiations at 16 businesses annually. We 

deadlocked in eight and referred these for 

conciliation and mediation. Seven were 

resolved amicably, but one resulted in a 

13-day strike at our Lufi l plant, affecting 

5% of employees, but with signifi cant 

impact on the operation. Total training 

spend (and training spend per employee) 

more than doubled as we continued to take 

more responsibility for industry training 

following the collapse of the industry SETA. 

We increased learnerships by 57%, and are 

aiming for the DTI’s target of 5% of 

employees in learnership positions. Gender 

equality is a challenge in our factory 

environments where jobs focus on physical 

labour and shift work. We assessed 

400 employees for adult basic education 

and training and 260 signed up nationally 

for this learning initiative; 91% passed, 

enabling participation in further career 

development.

Health and safety – LTIFR increased 

despite improved housekeeping and 

attention to health and safety matters.

Labour disputes – CCMA cases brought 

against the business remain low with only 

eight fi ndings against the division. 

Society – We embarked on an awareness 

campaign to ensure ethical business 

practices, including an externally managed 

survey, followed by a debate with staff 

around anti-competitive behaviour and 

corrupt practices in the work environment. 

The audit committee plays an oversight 

role, recording no signifi cant incidents of 

fraud, corruption or anti-competitive 

behaviour.

Corporate social investment – Each 

operation adopts a disadvantaged school 

in its area and supports learners and staff 

with donations of scholastic stationery and 

books. CSI spend has increased by 21%.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/024.html

Future
We will aim for double-digit growth in 

trading profi t, but performance depends on 

continued economic recovery and a revival 

of consumer spending. The diversifi cation 

strategy has proved sound and will be 

continued. Greater consistency will be 

sought in the volume of export business 

and efforts will be stepped up to widen our 

product and service offering. Growth will 

be sought in paper-based packaging 

manufacture and distribution. Cost 

effi ciencies and working capital 

management remain focus areas. 

Bidvest Paperplus
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PRINTING AND RELATED

Personalisation and mail
Teams achieved sustained growth and 

Lithotech Africa Mail put in another strong 

performance as the leading provider of 

high-volume mailing solutions. It was a 

breakthrough year for our full-colour digital 

printing business.

Printing and conversion
The business suffered a significant fall in 

revenue and trading profit as corporate 

customers cut back on printing work. Big 

cuts in marketing budgets worsened the 

situation. Teams did well to cut their own 

costs while seeking replacement volumes. 

Sales and distribution
Teams benefited from a pragmatic 

approach. As volumes fell in conventional 

print work, they pursued new opportunities 

in procurement and fulfilment services.

ALTERNATIVE PRODUCTS
Strong growth was achieved, though the 

base remains relatively small. Many new 

accounts were gained as the market 

witnessed a strong trend to e-mail billing. 

International business is being sought in 

collaboration with value-added resellers in 

Australia. A proof-of-concept site has been 

set up. E-mail billing, on the server-to-

server model, offers considerable saving to 

Australian corporates, though initial 

reticence is a challenge.

 

PACKAGING AND LABEL 
PRODUCTS
The expanding subdivision achieved strong 

sales and profit growth. Rotolabel 

performed strongly. At the beginning of the 

period, the business was severely affected 

by the retail downturn, but grew volumes 

by expanding into new markets. A rebound 

by the retail sector ensured a good end to 

the year. The Cape-based label factory had 

a good year.

STATIONERY DISTRIBUTION
The stationery market was subdued, but 

Silveray Stationers replaced trade volumes 

with retail chain business. Penetration of 

the retail market will be assisted by 

acquisition of the Parker pen agency. 

Strong sales and profit growth was 

achieved, but changes in government 

buying patterns in the scholastic products 

market threaten to squeeze paper 

stationery margins.
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One of South Africa’s largest motor vehicle retailing groups. Bidvest Automotive offers 
leading motor brands through 116 dealerships, as well as vehicle auctioneering, 
comprehensive financial services, car and van rental and the full range of Yamaha products.

Bidvest Automotive

R17,3 billion
Revenue 10,7% increase

R424,1 million
Trading profit 60,4% increase

7,5%15,4%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Community engagement

Founded in 1998 by McCarthy, the Financial Mail and the READ Education Trust, Rally to Read 
is an educational initiative founded on a high level of personal involvement by sponsors and 
supporters. From its early days as a campaign to distribute educational books to a handful of 
schools in KwaZulu-Natal, Rally to Read has developed into an educational programme that 
has invested over R50 million in books and teacher training for thousands of rural schools.
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Highlights
  McCarthy Motor Group more than doubles trading profi t to R208 million

  McCarthy VW/Audi remains top motor franchise profi t contributor

  Virtually all the smaller franchises stage impressive profi t turnarounds

  Used vehicles become an even more signifi cant profi t contributor in 

McCarthy Motor Group with a 34% increase in net contribution

  Almost 800 000 vehicles serviced and repaired

  Bidvest Financial Services increases trading profi t by 165% from 

R58,2 million to R154,1 million

  Substantially improved fi nancial results in motor and fi nancial services 

despite a decline in retail vehicle sales from 75 114 to 72 291 units

  Extensive restructuring successfully implemented

  Continued training of informal mechanics at Orange Farm

  Owner-driver scheme involving 20 former employees launched

  Artisan Academies remain leading automotive industry training provider

  Staff trained to ensure compliance with Consumer Protection Act

Financial indicators
(for the year ended June 30)

2010
R’m

2009(1)

R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Goodwill and intangible assets

17 297,5

424,1

4 286,1

1 952,5

85,7

238,1

15 626,3 

264,4

2 913,4 

1 913,0 

64,6   

238,1

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

6 699

86 736

12 948

59,8

2,6

–

7 074 620

7 408

1 716

358 081

43 765

6 471 009

489 131

60 648

9,1

6 719

65 301(2)

9 719(2)

43,5

1,8

–

5 664 710

3 255 

2 982

316 300(3)

45 500(3)

7 600 000(3)

558 000(3)

66 878

9,6
(1)  2009 sustainable development fi gures include McCarthy Fleet Services which was transferred to Bidvest Services. Other than the number of 

employees, the 2009 fi gures in relation to the transfer, have not been restated as the impact is not considered signifi cant
(2) Restated to include learnerships
(3) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/025.html
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Brand Pretorius, chief executive

Positioning and reputation
McCarthy celebrates 100 years in business 

this year and is one of the most trusted 

brands in automotive retailing. We are 

positioned as “the value leader you can 

trust”. All Bidvest Automotive businesses 

adopt a long-term business sustainability 

philosophy, with the accent on appropriate 

business strategies, sound values, people 

development and customer retention. 

Macro- and trading environment
As South Africa moved out of recession, 

there was keen focus on new vehicle sales, 

a lead economic indicator. The new vehicle 

market recorded a significant improvement 

and by June passenger vehicle sales were 

up 27,9% year to date. Gains, however, 

were from an extremely depressed base.

In 2006, new vehicle sales topped 

700 000 and market size was projected to 

exceed 1 000 000 units by 2011. Unit 

sales for 2009 reached just 395 000 and in 

calendar 2010 are expected to recover to 

about 475 000 units overall – 34% below 

2006 levels. 

Statistics fail to disclose the financial legacy 

of vehicle manufacturer optimism from 

2006. Considerable investment was 

required by brand principals to support 

market expansion that failed to materialise, 

adding to fixed costs and leading to 

over-stocking and margin squeeze just as 

recession forced unprecedented market 

contraction. Slow recovery from a low base 

has yet to offset these effects.

South Africa’s return to economic growth 

was hesitant. Consumers remained under 

pressure and banks remained risk averse. 

Credit extension increased only marginally. 

The macro-environment for motor retailing 

and associated activities remained 

challenging. Strong World Cup effects 

were expected to support vehicle rental. 

In fact, the tournament’s impact occurred 

much later than expected and was not 

nearly as substantial as some hoped.

After more than two years of extremely 

difficult trading, one positive is the 

emergence of a spirit of partnership 

between retailers and manufacturers as the 

industry confronts new realities and applies 

recent learnings.

Strategic and industry dynamics
Modest economic growth, higher levels of 

business and consumer confidence, lower 

interest rates and enhanced vehicle 

affordability contributed to a meaningful 

recovery in overall unit sales. Corporate 

customers accounted for much of the 

activity. Consumers remained cautious. 

Low rates eased debt servicing costs, 

but household debt as a percentage of 

disposable income remained high. 

Extension of vehicle replacement cycles 

put pressure on workshop utilisation and 

parts sales.

The first half saw a strong upsurge in used 

vehicle sales, but greater balance was 

apparent in the second half. At industry 

level the used-to-new ratio (at 2,3 used 

cars for every new car financed in 

November 2009) had recovered by June 

2010 to 1,6 used cars for every new car.

We sold 29 697 new vehicles, 2% less than 

the 30 290 units sold in 2009. Used vehicle 

sales declined by 5% to 42 594 units. 

Total retail vehicle sales amounted to 

72 291 units. Used-car profitability along 

with parts and service made a major 

contribution to the business.

Across the industry as a whole, the vehicle 

population shrank as the number of 

scrapped vehicles moved higher than the 

number of new registrations.

 

At Bidvest Financial Services, soft interest 

rates were negative for returns on bank 

deposits, though a strong recovery by the 

JSE was positive for the investment 

portfolio. Notwithstanding the reduction in 

vehicle sales, the BFS underwriting profits 

were 15,6% up thanks to improved 

penetration levels in all products, tight 

expense and claims controls and good 

retention strategies. 

Bidvest Automotive
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Industry-wide, the level of vehicle rental 

activity fell 0,8% for the 12-month period, 

reflecting cutbacks on corporate travel and 

consumer belt-tightening. Budget was also 

impacted by reduced international travel as 

a result of the global financial crisis.

Efficiencies
In an effort to improve efficiencies, a 

number of restructuring initiatives were 

implemented. 

The asset-based finance business, 

McCarthy Fleet Solutions was sold to 

Bidvest Bank. We also sold 50% of 

McCarthy Vehicle Imports (the channel for 

importing Chery and Foton) to Imperial 

Holdings. Imperial took management 

responsibility for the resulting joint venture, 

now named Amalgamated Automotive 

Distributors.

The construction machinery operations of 

McCarthy Heavy Equipment were wound 

down and the materials handling division 

transferred with effect from May 1  2010 to 

Afcom, a subsidiary of Bidvest Industrial 

and Commercial.

Yamaha Distributors has been repositioned 

as an independent business reporting 

separately into Bidvest.

The three remaining businesses, McCarthy 

Motor Group, BFS and Budget Car and 

Van Rental, also started operating as 

independent businesses during the last 

quarter of the financial year.

The McCarthy corporate office was 

collapsed and the functions taken on by 

the three core operational divisions.

The restructure applies the Bidvest 

philosophy of smaller, focused business 

units, local autonomy and decentralisation 

of corporate services. Simultaneously, the 

potential succession problem was solved. 

Each division is led by an experienced 

management team, with in-depth 

knowledge of each operational area. The 

retirement of Bidvest Automotive chief 

executive, Brand Pretorius, is scheduled 

for March 2011.

Bidvest Automotive’s asset-base was much 

reduced, enabling significant interest 

savings.

Unfortunately, retrenchments continued 

and the number of employees fell from 

6 942, before restructuring, to 6 699. By 

the final quarter, almost all loss-makers in 

the motor group were moving back into 

profit and margin recovery was under way.

Quality people drive our businesses and 

leaner teams continue to apply our 

long-term policy of optimum customer 

service to secure strong repeat business.

Performance
Performance as a whole across the 

restructured and decentralised division was 

satisfactory. Trading profit rose 60,4% to 

R424,1 million (2009: R264,4 million). 

Revenue at R17,3 billion was 10,7% higher 

(2009: R15,6 billion).

Following extensive rationalisation and 

restructuring over the past two years, 

McCarthy Motor Group staged a strong 

turnaround. Trading profit more than 

doubled to R208 million despite a 4% 

decline in vehicle sales to 72 291 units. 

Increased emphasis on used-vehicle 

trading resulted in an improvement of 

34% in profit contribution, despite lower 

sales volumes. Parts and service revenues 

increased.

Pleasing results were recorded at BFS as it 

transitions to a multi-channel business 

model while retaining its strong automotive 

linkages. The business increased operating 

profit by 165% from R58,2 million to 

R154,1 million.

Budget Car and Van Rental, Yamaha 

Distributors and AAD delivered 

disappointing returns.

Operating profit at Budget Car and Van 

Rental declined by 25% from R86,7 million 

to R64,8 million, mainly due to conservative 

used-car buyback offerings from McCarthy 

dealers and low levels of fleet utilisation 

during the last quarter of the financial year.

Yamaha Distributors recorded an increase 

of 51% in operating profit to R15,5 million 

from a low base of only R10,3 million. AAD 

incurred a substantial trading loss of 

R24,8 million.

Non-financial performance, which includes 

market share and customer satisfaction, 

was heartening. In the face of considerable 

marketplace pressure, Bidvest Automotive 

remained committed to the principles of 

long-term business sustainability.

Benchmarks
Accurate, up-to-date industry statistics 

permit precise benchmarking of 

performance. We continue to benchmark 

performance by business unit and 

department and constantly review criteria. 

Our dealerships remain among the highest 

industry earners of variable margin 

incentives from motor manufacturers, 

a reflection of our ability to attain targets 

within specified timeframes.

Rigorous monitoring of underperforming 

dealerships helped to improve the average 

performance across all business areas. A 

special performance group project proved 

highly successful in the used-vehicle area.

Finance and insurance personnel are 

assigned to each dealership floor and 

measured by the finance and insurance 

income they generate. Individual 

benchmarking is based on improving the 

“going rate” (norms achieved per marque 

per site in the recent past). Benchmarks 

are reset every quarter. BFS marketers 

(responsible for several dealerships) are 

measured on overall performance.

The dealer incentive commission structure 

was changed at McCarthy Finance. The 
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new structure is risk-rated with the focus 

on the quality and finance rates at which 

business is written. The revision contributed 

to improved bad debt experience and 

improved margins.

Throughout Bidvest Automotive, 

sustainable business practice is 

incorporated into benchmarking as we 

continually measure factors such as market 

share, employee and customer satisfaction 

and retention.

Brand and operational dynamics
McCarthy remains one of the industry’s 

strongest retail brands. During the industry 

crisis, honoured warranties derived some 

competitive advantage from our position of 

trust as vehicle buyers looked for a no-risk 

purchase in the tough times.

McCarthy’s smaller motor franchises bore the 

brunt of the cutbacks, but we retained a 

well-balanced franchise portfolio. Our 

automotive brand bouquet remains one of 

the most extensive in the country, and during 

the year we added Citroën and Mahindra.

The automotive industry is extremely 

cyclical and as the cycle turns we are 

strongly placed to obtain relative advantage 

from our reputation for fair dealing in good 

and bad times.

New initiatives
The major new initiative was our 

comprehensive restructure and creation of 

decentralised teams. The second important 

development was the establishment of the 

vehicle import and distribution joint-venture 

with Imperial.

Our insurance and financing business – 

BFS – not only has a new identity, it is in 

the process of adopting a new multi-

channel, multi-product business model. 

BFS retains a high-profile presence on the 

showroom floor of our dealerships, but will 

now seek additional income streams 

outside of the motor industry. 

Business risks
A stable rand contributed to new-price 

deflation in 2010, but the risk of a softer 

currency does exist. Fortunately the motor 

group is the market leader in used-vehicle 

retailing and well positioned for any market 

swing from new to used. 

High volatility and the cyclical nature of the 

automotive business create enduring risks, 

but leaner structures and stringent expense 

management have improved our ability to 

respond. 

Though motor retailing remains sensitive to 

consumer and business confidence, strong 

performance by our parts and after-sales 

operations confirms that after-sales service 

business provides a measure of balance 

when car sales stall. 

The restructure of BFS addresses a major 

area of risk in that area – reliance on a 

single distribution channel. Equity market 

risk has always affected this business and 

is addressed by portfolio diversification and 

long-term commitment to strong “value” 

counters.

Yamaha remains very sensitive to 

developments affecting the leisure segment 

of the market. The likelihood of a strong 

consumer-led recovery appears slim. Two of 

the divisions have proved remarkably 

resilient to the economic downturn; namely, 

parts and accessories and musical 

instruments.

Sustainable development
Staff morale was a key focus area. We 

continued to invest in our people and our 

ability to bounce back was evident as the 

year progressed.

Economic performance – McCarthy is 

a level 4 contributor under the DTI Codes. 

While employment equity remains a 

challenge, improving only marginally at 

middle management level, we are 

determined to improve through training 

and internal promotion. Stars of Africa (a 

NUMSA partnership) continues its training 

of informal mechanics in the Orange Farm 

community. Training investment amounted 

to R86,7 million, of which 69% was spent 

on black participants. We launched an 

owner-driver scheme involving 20 parts 

delivery vehicles, owned by former 

employees – a significant enterprise 

development project.

Environment – The carbon dioxide 

emission-based tax has led to an average 

increase in the retail selling prices of cars 

of up to 2,5%. In principle, McCarthy is 

supportive of government’s policy, but 

notes the negative impact on vehicle 

affordability, a key factor required to 

improve access to motoring for more South 

Africans. We achieved considerable 

success with the launch of South Africa’s 

lowest priced new car, the Chery QQ, 

imported from China.

Human resources – The aftermath of 

recession continues to affect staff and 

376 employees were retrenched following 

business closures. Of these, 87 were 

cross-skilled for deployment in other 

dealerships. Job security and concern over 

personal finances were the most pressing 

issues. With the closure of a further four 

branches in the dealership network this 

year (from 120 to 116), staff morale has 

needed constant support. There was no 

industrial action and our staff survey again 

recorded satisfaction levels of over 70%; 

a consequence, we believe, of open 

engagement and our determination to live 

company values.

Bidvest Automotive
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Training – McCarthy Automotive Artisan 

Academies remain the leading automotive 

industry training provider. We registered new 

automotive and maintenance qualifi cations 

from level NQF2 to NQF5 (380 of our 

learners achieved NQF certifi cation) and 

participated in the Department of Labour’s 

new accelerated artisan training programme, 

engaging 52 trainees. The Midrand academy 

was upgraded, with an additional 

R600 000 investment in equipment, to 

improve the training and transfer of practical 

skills. Our automotive artisan academies 

delivered 13 600 training days; 

8 340 internally, the balance to external 

customers. Black students accounted for 

77% of total students trained.

Health and safety – The division’s LTIFR 

is still low for the industry at 2,6.

Society – In fraud cases, we take decisive 

action, listing all losses and the measures 

taken to resolve these cases and reduce our 

vulnerability. Transgressors are named and 

shamed.

Product responsibility – We established 

a customer complaints resolution centre. 

Survey scores for used-vehicle customer 

satisfaction continues to top 85%. We are 

training customer-facing staff to ensure 

compliance with the new Consumer 

Protection Act.

 

Corporate social investment – Our CSI 

spend increased to R7,4 million and we 

were able to garner additional support 

through corporate sponsors for our fl agship 

programme, Rally to Read. Staff members 

benefi ted from their involvement in the 

“Maintaining the momentum” mini-Rally to 

Read events.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/026.html

Future
The benefi ts of effi ciency improvements and 

rationalisation were felt strongly in the second 

half and continued momentum is anticipated 

in the coming year. A net reduction in the 

vehicle population in 2010 is an indication 

that the belt-tightening cycle cannot continue 

for much longer and meaningful replacement 

demand should occur.

This creates potential for continued 

improvement in core motor retailing 

activities, with positive knock-on effects for 

BFS. This operation is making a rapid 

transition to its new multi-channel business 

model, a platform for further growth.

Budget is also well positioned, with a 

quality fl eet rightsized for a new 

environment. This division will also benefi t 

in future from a more favourable vehicle 

buyback arrangement as well as more 

fl exibility in terms of the management of 

its fl eet.

Yamaha Distributors should experience 

slightly better trading conditions on the 

back of the modest recovery that is 

expected in consumer spending.

AAD traded profi tably during the last 

quarter of the fi nancial year and is likely 

to deliver much-improved results.

The trading environment may become 

somewhat easier, but challenges will persist 

for some time. The introduction of a carbon 

tax on new vehicle sales may encourage 

consumer down-trading. However, Bidvest 

Automotive will seek continued revenue 

gains and signifi cant trading profi t growth.

McCARTHY MOTOR GROUP
The benefi t of last year’s corrective action 

came through strongly. Revenue recovered 

and trading profi t moved signifi cantly 

higher. Our ROFE improved to 22% and 

cash fl ows remained healthy. Strong 

contributions were made by the parts 

department, after-sales service and used 

vehicle sales.

Burchmores, our car auctioneer, put in 

another excellent performance. In the fi rst 

half, its volumes were boosted by the large 

number of vehicle repossessions by 

fi nancial institutions. Repossession 

business declined as the economy 

improved, but the success of Burchmores 

“wholesale to the public” sales strategy 

ensured continued momentum in off-the-

fl oor retail sales.

 

Top performers across our brand bouquet 

were VW/Audi, Toyota and Mercedes-Benz. 

Each marque is supported by an extensive 

dealership network. New model 

introductions supported sales growth.

BMW/Mini demonstrated the resilience 

of strong brands. General Motors had a 

diffi cult year. Land Rover put in a pleasing 

performance, bolstered by new model 

launches. Volvo had a challenging year as 

the line-up remained static. Our fairly 

recently established Ford/Mazda 

dealerships continued to record losses. 

Pleasing contributions came from Chrysler, 

Jeep and Dodge, though Mitsubishi had a 

tough time. The Peugeot franchise got off 

to a slow start, but improved.

The Peugeot improvement was driven in 

part by the addition of the Citroën franchise 

to our existing outlets. The newcomer is 

internationally aligned with Peugeot and is 

marketed jointly with its sister brand, 

contributing to improved viability of these 

dealerships.

Our Nissan passenger and commercial, 

Fiat/Alfa and Renault dealerships staged a 

dramatic turnaround and delivered 

much-improved returns.

The Mahindra range of SUVs and light 

commercial vehicles also joined our brand 

line-up. Our Value Centres now provide a 

distribution channel for both Mahindra and 

Suzuki (another brand that had a good 

year). Chery and Foton are also sold 

through this channel. Although the losses 

incurred by the Value Centre network 

reduced from R73 million to R15 million, its 

performance remains most disappointing. 

Of the 19 Value Centres established in 

2007, only eight remain. Further 

rationalisation is likely.
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New initiatives included a strong effort to 

increase the reach of our parts business. 

Multi-franchise deliveries to customers 

ensured distribution efficiency while 

boosting volumes. Our owner-driver 

scheme handles deliveries in the Gauteng 

region. This enterprise development 

initiative has proved its worth in Gauteng 

and will be extended to KwaZulu-Natal.

The web-based sales tool McCarthy 

Call-a-Car put in another good 

performance as did the Club McCarthy 

loyalty programme. Corporate Marketing, 

our platform for serving multi-franchise 

corporate fleets, did well.

We project continued growth in revenue 

and trading profit in 2011.

BIDVEST FINANCIAL SERVICES
Strong recovery by the JSE was positive 

for our investment portfolio, driving a 

meaningful improvement in profit before 

tax. Revenue also moved higher. The 

finance business still had to contend with 

high levels of bad debt and low production 

volumes. The expected loss ratio fell from 

over 3% to 1,4%, enabling reduced bad 

debt provisions. 

We did well to maintain a stable claims ratio 

at a time when claims experience across 

the insurance industry worsened 

considerably. We brought down our cost of 

policy acquisition by increasing product 

penetration per vehicle sold. Cross-selling 

into top-up policies, tyre protection and 

other products and upselling into 

comprehensive insurance solutions 

assisted margin management.

Headcount remained stable and expenses 

were tightly controlled. A re-energised team 

has bought into the new multi-channel 

business model and sees the potential for 

sustained growth as BFS made the 

transition into a fully fledged financial 

services company. 

 

A more focused retail offering on the 

internet is a priority as more customers use 

technology (customers enabled by mobile 

technology already have the capacity to 

shop the market from the showroom floor). 

Sustainability underpins our culture and 

way of doing business. In vehicle financing 

it is possible to lift short-term volumes by 

writing 72-months’ business. We prefer a 

solid core of four- or five-year transactions 

as this is more sustainable and is usually in 

the customer’s best interest.

Opportunities for increased Bidvest 

business in the group life and disability 

insurance categories will be pursued. 

Increased sales volumes will be sought by 

creating new brands in new distribution 

channels. BFS will aim for 10% revenue 

growth and meaningful profit growth. 

BUDGET CAR AND VAN RENTAL
Performance was disappointing in difficult 

trading conditions. Though rental days 

were flat, revenue eased higher. Trading 

profit declined significantly. The Door2Door 

and Chauffeur division did well from a low 

base.

While vehicle utilisation fell, productivity 

(rentals per day per employee) improved 

by 8%.

The industry’s rise in average daily rental 

(up 1%) was well below inflation. The 

corporate travel component of our 

industry’s business mix fell by 11%, though 

the insurance replacement market rose 

11%. Leisure and inbound tour rentals 

eased 3% higher.

Our branch network grew from 84 to 

101 sites while R45 million was invested in 

the relocation of operations at the three 

main international airports. Vehicle 

check-out processes improved following 

the introduction of licence scanning. 

Customer fraud fell. Savings were made 

on vehicle maintenance and repair.

We grew the fleet by 12% in anticipation 

of an increase in World Cup business 

volumes that did not materialise. We cut 

back at year-end, realigning fleet size to 

demand levels. The fleet profile was also 

realigned, focusing on smaller vehicles in 

response to corporate economising.

 

Overall market growth is unlikely in 2011. 

We will continue to seek market-share 

gains. 

YAMAHA DISTRIBUTORS SOUTH 
AFRICA
In September 2009 Yamaha was moved 

out of Bidvest Automotive and became an 

autonomous business, but reports through 

the division.

Performance was disappointing as a result 

of economic pressure on consumers and 

the leisure market, tighter credit and yen 

strength.

Market share was maintained by the marine 

products business and was improved by the 

motorcycle and music divisions. The music 

instruments business performed well versus 

budget and prior year.

Margins were under pressure due to yen 

strength and the fact that over-stocked 

competitors sold some inventory below 
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landed cost. Improvements in margins were 

evident in the fourth quarter.

The all-new and highly anticipated Super 

Tenere Adventure Motorcycle was launched 

late in the fourth quarter and bodes well 

for 2011.

 

Signs of a gradual economic recovery are 

positive for Yamaha, which boasts a 

resilient international brand with a strong 

position in the leisure market.

Improved sales and trading profits are 

anticipated in 2011 on the back of 

continued web developments and a strong 

focus on electronic media to further 

enhance brand loyalty. Gauteng divisions 

are to be relocated to a “World of Yamaha” 

facility in Johannesburg.

AMALGAMATED AUTOMOTIVE 
DISTRIBUTORS (50% joint venture)

AAD underwent further restructuring and 

meaningful synergies materialised but 

financial benefits were more than off-set by 

substantial writedowns of excess and 

over-aged stock. Significant losses were 

incurred on vehicles brought in at an 

unfavourable exchange rate and retailed at 

much-reduced prices in an extremely 

competitive market. 

Sales of the Chery and Foton ranges 

recorded meaningful improvements in the 

second half.

Additional new models (the Chery J3 and 

the Foton pick-up range) are due to be 

launched over the next six months. AAD is 

well positioned to take advantage of its 

lower cost base the strong rand and 

improving market conditions.
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Bidvest Namibia is the holding company for Bidvest’s interests in Namibia, which include 
fishing and similar commercial businesses to those of Bidvest in South Africa.

Bidvest Namibia

R1,9 billion
Revenue 20,6% increase

R367,9 million
Trading profit 25,0% increase

6,6%1,7%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Resource management

Represented by: Improved fishing methods at Namsov. Many fishing methods, particularly 
bottom trawling, inflict serious collateral damage on the environment through damage to 
coral and sea bed. Collateral damage is minimised at Namsov through targeted mid-water 
trawling and gear restrictions designed to avoid excessive harvesting of juveniles. Gear 
losses are minimal and by-catch remains around 1% of total catches, still among the best 
percentages internationally.
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Highlights
  Successful listing on the Namibian Stock Exchange (NSX)

  Credibility enhanced with investment community as prospectus forecasts 

are achieved

  NAD600 million available for possible acquisitions

  Biggest ever investment in Namibian fi shing industry

  NAD21 million spent on land for Caterplus expansion

  Successful Ovanhu empowerment transaction concluded

  Namsov Community Trust invests R3,2 million in local projects

  Horse mackerel and pilchard populations recovering and quotas increasing

Financial indicators 
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

1 949,2

367,9

1 012,1

399,6

39,3

8,4

111,4

1 616,4 

294,3 

459,8 

343,3 

30,2 

5,8

121,0 

Sustainable development indicator overview

Employees

Total training spend (R’000)

Training spend per employee (R)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

CSI spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

2 574

2 168

842

34,3

16,3

–

4 089

16 935

4 727

478 454

35 603 217

97 006

37,7

1 998

2 597

1 300

6,5

9,7

–

208

11 062(1)

6 213

458 756

29 867 699(1)

81 912(1)

41,0
(1) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/027.html
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Sebby Kankondi, chief executive

Positioning and reputation
Following our NSX listing, Bidvest Namibia 

entrenched its positioning as a Namibian 

business, deeply rooted in the country and 

strongly committed to quality service 

across multiple sectors. At listing on 

October 26, we became the second largest 

company on the NSX by market 

capitalisation, with the third largest free fl oat 

of shares (32,4%).

We’re a reliable partner of customers in the 

quest for solutions and a reliable partner of 

government in the search for sustainable 

resource utilisation.

Trust was reinforced across the investment 

community as half-year results and 

subsequent performance were closely 

scrutinised against our listings prospectus. 

The overall reaction was that we can be 

trusted to perform in line with forecasts as 

revenue and profi t growth met 

expectations. 

Macro- and trading environment
The strong Namibian dollar was negative 

for our fi shing, computer consumables and 

stationery supply businesses. The general 

economic slowdown after the international 

fi nancial crisis resulted in spending curbs 

by many companies, impacting business-

to-business activities. Major customers 

such as the mines took a cautious 

approach. Consumer spending was also 

under pressure.

Stable fuel prices were positive for our 

fi shing fl eet and distribution activities.

Performance
Despite challenging trading conditions, 

strong momentum was maintained. 

Revenue rose 20,6% to NAD1,9 billion 

(NAD1,6 billion) while trading profi t moved 

25,0% higher to NAD367,9 million 

(NAD294,3 million).

Results were buoyed by high catch rates 

within the fi shing business, especially 

Namsov and further supported by an 

excellent result from the freight business 

Manica.

Financial performance was impacted by 

a BEE ownership transaction charge of 

NAD16,9 million as IFRS requires us to 

refl ect the value of new empowerment 

structures as a reserve on our statement 

of fi nancial position.

Non-fi nancial performance was pleasing. 

Completion of the broad-based black 

economic empowerment transaction gave 

further impetus to transformation – a key 

pillar of sustainability.

BEE ownership is not obligatory, but future 

indigenisation legislation may require a 25% 

stake by black Namibians. Our transaction 

ahead of legal requirements established our 

BEE credentials.

Managers across the business participated 

in sustainability awareness programmes 

and we continued our support for 

responsible management of fi shing 

resources, a strategic imperative for us.

Strategic and industry dynamics
The international crisis reduced European 

demand for white hake and monkfi sh. Our 

fi shing business, however, focuses primarily 

on pelagic species that appeal to African 

markets. This demand remained strong and 

we benefi ted from our status as suppliers 

of one of Africa’s most affordable sources 

of quality protein.

Catch rates remained at good levels and 

fi sh prices stabilised after strong recovery 

from the dramatic collapse of 2008.

Our travel business was impacted by the 

global crisis, but freight businesses benefi ted 

from large infrastructure investment projects, 

continued growth in rig- and ship-repair 

activities and transport corridor 

developments. We increased our investment 

in freight-related equipment and facilities.

Bidvest Namibia
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Efficiencies
Expense management was a focus area for 

all teams and cash generation remained 

strong.

Efficiencies in support of quality remained 

a priority in the fishing fleet. A three-year 

investment of over NAD50 million has 

improved the freezing capacities of our 

vessels, ensuring we remain the preferred 

supplier in our market. Fuel cost efficiencies 

are also being achieved.

Benchmarks
Businesses are benchmarked individually. 

Precise forecasts, business by business, 

were presented in September in our listings 

prospectus. Projections were achieved.

Brand and operational dynamics
The corporate brand – Bidvest Namibia – 

achieved a high profile in the investment 

community and among consumers. 

Previously, operational brands such as 

Waltons, Rennies Travel, Minolco and Blue 

Marine (Caterplus) enjoyed strong 

recognition with little attention paid to the 

parent.

Listings excitement focused attention on 

the strength of the overall business and 

Bidvest Namibia’s broad contribution to 

the economy. 

At operational level, our brands continue 

to derive competitive advantage from 

leadership positions. 

The operational challenge across all 

businesses was continuing to drive growth 

in the face of skills shortages.

 

New initiatives
The most significant investment was the 

NAD208,8 million purchase of a new vessel 

by Namsov, believed to be largest single 

investment ever made in Namibia’s fishing 

industry.

The purchase was announced less than a 

month after our listing. The transaction 

tapped Namsov’s own cash resources and 

left the NAD314,1 million raised by our 

listing untouched.

The new vessel, renamed the MFV Jupiter, 

was bought from the Ukraine. The 

123m-long vessel can freeze up to 

180 tonnes a day, process 50 tonnes of 

fishmeal a day and store more than 

2 000 tonnes of frozen fish. MFV Jupiter 

boosts the capacity of our horse mackerel 

fleet of midwater trawlers from about 

120 000 tonnes to 152 000 tonnes a year. 

There are now six vessels in the midwater 

trawler fleet.

NAD21,0 million was spent on the site for a 

new Caterplus multi-temperature facility.

Rennies Travel launched a touring division.

Business risks
Our fishing business relies on a marine 

resource that must be carefully managed. 

Improving catch rates confirm the horse 

mackerel resource’s strong recovery. 

Constant vigilance is required. We 

cooperate fully with government to ensure 

rigorous resource management.

Risks relating to the recruitment and 

retention of the best talent remain a 

challenge to us. We have therefore 

prioritised skills development and training.

Credit risk grows as trading conditions 

deteriorate, but was well managed.

Reputational risk came into sharp focus 

post-listing on the Namibian Stock 

Exchange. High standards of integrity and 

customer service apply at all businesses. 

Reputational risk has become a focus area 

for our risk committee.

Sustainable development
Media interest during the listing period and 

our heightened profile had a marked effect 

on staff morale. Pride in Bidvest 

complemented pride in individual 

operations.

Our staff is self-reliant and resourceful, 

serving a huge country with a thinly 

scattered population of only two million. We 

derive great satisfaction from our status as 

reliable suppliers that get the job done with 

complete professionalism. 

We are working to raise the level of 

strategic thinking, challenging managers 

across the business to consider sustainable 

development as an opportunity rather than 

a cost. The company is an empowerment 

leader with broadening local participation in 

business operations.

Economic performance – We concluded 

the Ovanhu transaction, effective June 

30  2009, securing local ownership for 

14,8% of the shares in Bidvest Namibia. 

Three shareholder groups (lead partner, 

Union Investment Company and Women 

for Action and Development) and various 

community groups participated in the 

transaction. By reopening our pilchard 

cannery, over 800 people have again found 

seasonal employment. Namsov owns 

50,1% of Trachurus Fishing, a joint venture 

with four smaller local fishing companies. 

Under Namsov management, the company 

continues to perform well in the harvesting 

of its horse mackerel quotas.

 

Environment – Fish stocks continue to be 

responsibly managed by the authorities 

through fishing quotas. Following the 

recovery of both horse mackerel and 

pilchard populations, quotas are steadily 

increasing. Collateral damage to the marine 

environment is limited by targeted midwater 

trawling, gear losses are minimal and our 

by-catch remains low at 1% of total 
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catches. We are converting our fl eet to run 

on cheaper fuel grades. We continue to 

improve the effi ciency of freight operations. 

Manica handles sulphur and zinc, 

potentially hazardous to the environment. 

The company is ISO 9001 compliant. No 

spills were reported and no fi nes levied for 

non-compliance with local or international 

environmental regulations.

Human resources – Staff numbers have 

increased by 29%, mostly in our fi shing 

operations. Crews have representation 

through unions and the company enjoys 

generally good industrial relations. We 

enrolled our fi rst two Namibian offi cer 

candidates at the offi cers’ training school in 

Saldanha, South Africa, the start of a 13- to 

15-year programme. Transferring skills into 

the local economy is a challenge given 

diffi culties in renewing working visas for 

foreigners.

Health and safety – Government 

observers monitor operations at sea, during 

transhipments and discharges. Namsov 

adheres to all international maritime 

regulations, with special emphasis on 

safety. No serious incidents were recorded. 

HIV/Aids and health-related absenteeism 

are major concerns, particularly in fi shing, 

transport and stevedoring operations. 

However, we recorded fewer cases, as well 

as signifi cantly lower absenteeism. We 

continue our support in the form of VCT 

and the use of ARVs. No work-related 

fatalities were recorded.

Labour disputes – Five arbitration cases 

were brought against Bidvest Namibia, with 

four fi ndings against the division.

 

Society – More rigorous local reporting 

requirements following our listing helped 

drive more formal governance processes. 

New structures include separate risk, audit 

and sustainability committees, dealing with 

the risks of fraud, corruption and anti-

competitive behaviour.

Corporate social investment – The 

Namsov Community Trust, a 10% 

shareholder in Namsov, invested R3,2 million 

in projects to help people and communities 

in need. The trust supplied training 

equipment to a training facility in the remote 

town of Keetmanshoop (NAD1,0 million), 

established an endowment fund for the 

University of Namibia to assist postgraduate 

students doing research on coastal and 

marine subjects in the coastal town of 

Henties Bay (NAD1,0 million) and continues 

to sponsor preparatory schools in 

disadvantaged areas during school holidays 

for Grade 10 learners.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/028.html

Future
Further expansion is planned. Our 

businesses are strongly placed in their 

respective industries, creating a platform for 

continued organic growth. Acquisitive 

growth will not be neglected. We have a 

strong fi nancial position and substantial 

cash resources. More than NAD300 million 

was raised by our listing.

Signifi cant growth has already been 

achieved by Namsov. Other areas of 

possible expansion are receiving attention. 

For example, Namibia’s tourism industry 

offers potential as do various service 

sectors.

BIDVEST FISHERIES HOLDINGS
The business and the fl agship Namsov 

brand performed strongly, driven by good 

catches and improved fi sh prices. We 

enhanced our reputation for quality and 

maintained our preferred supplier status in 

an increasingly competitive sector. Lower 

fuel prices were helpful.

Horse mackerel operations exceeded 

targets. The inshore pelagic industry 

showed signs of recovery and achieved 

better-than-expected results. Internationally, 

the underperformance of other pelagic 

supplier zones supported demand for our 

product – further confi rmation of the 

continuing need for responsible resource 

management.

Acquisition of MFV Jupiter will result in 

improved fi shing days at lower fuel costs.

We secured an additional pilchard quota, 

leading to improved canning factory 

effi ciencies.

Several initiatives are planned to support 

future growth. Efforts will be made to 

secure additional quotas. Ways of 

optimising our canning capacity are under 

investigation, as is the development of 

fi shing harbour infrastructure at our facilities 

in Walvis Bay. Exposure of our oyster 

business in the Walvis Bay lagoon to algae 

blooms will receive focused attention. 

Returns from our investment in an Angolan 

inshore fi shing business are anticipated in 

the coming year.

BIDVEST COMMERCIAL 
HOLDINGS
The business is made up of four 

components, Freight, Industrial and 

Bidvest Namibia
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Commercial Products, Services and 

Foodservice. Performance was mixed as 

trading conditions deteriorated. Freight 

(Manica Group Namibia) performed well on 

the back of high demand for ships agency, 

clearing and forwarding and logistic 

services in Walvis Bay. 

Within Industrial and Commercial Products, 

Waltons, Kolok, CN Business Furniture and 

Voltex saw demand and volumes drop. The 

office furniture category was a casualty of 

corporate cutbacks while lower tender 

activity impacted Voltex. The strong 

Namibian dollar was negative for Kolok. 

Currency factors also put a brake on 

indirect Angolan demand across trading 

and retailing businesses.

At Services, Rennies Travel cut costs and 

sought efficiencies to achieve pleasing 

results in the face of growing pressure. 

Minolco benefited from higher machine 

sales and good copy-click revenues. 

Budget Rent a Car was under pressure. 

A new Budget Rent a Car facility at Hosea 

Kutako International Airport is planned.

Caterplus achieved sales growth despite 

capacity constraints. Plans to build a new 

facility in Windhoek are being finalised.
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Provides strategic direction, financial, risk and sustainability management, marketing, 
investor relations, corporate communications, corporate finance, houses investments and 
provides executive training to the Group. Investments in Bidsport and Bidvest Wits Football 
Club and Ontime Automotive. The corporate centre adds value by identifying opportunities 
and implementing Bidvest’s decentralised entrepreneurial business model.

Bidvest Corporate

R0,4 billion
Revenue 38,9% decrease

R205,9 million
Trading profit 160,1% increase

3,7%0,4%

Revenue
(Divisional contribution %)

Trading profit   
(Divisional contribution %)

Environment

Represented by: The End of Life Vehicles Directive. The ELV aims to reduce the amount of 
waste produced from vehicles when they are scrapped. Ontime Automotive disposed of 
4 200 tonnes of vehicle scrap at an ELV authorised depollution site.
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Highlights
  Ontime’s continuing businesses return to profi t

  Seven-fold growth in property portfolio’s value over seven years

  R314,0 million in direct business value from World Cup contracts across 

the Group

  Namibian team joins Academy intake

  Rallying cry “We refuse to participate in recession” sets tone for year

  Independent recognition for high reporting and communication standards

 Houses and manages investment across the Group

Financial indicators 
(for the year ended June 30)

2010
R’m

2009
R’m

Revenue 

Trading profi t

Operating assets 

Operating liabilities

Depreciation

Amortisation and impairments of intangible assets

Goodwill and intangible assets

444,0

205,8

2 605,9

155,9

32,2

2,5

3,0

727,0 

79,1

2 471,0 

180,7 

61,6 

2,7 

8,4

Sustainable development indicator overview

Employees

Total training spend incurred at Corporate (R’000)

Employees attending HIV/Aids training (%)

Lost-time injury frequency rate

Work-related fatalities (number)

BEE procurement (R’000)

CSI spend (R’000)

Enterprise development spend (R’000)

Total water usage (litres ’000)

Total electricity usage (kWh ’000)

Petrol (litres)

Diesel (litres)

Total carbon emissions (tonnes)

Carbon emissions per employee (tonnes)

557

5 900

5,0

13,3

–

1 618 776

12 228

10 737

325

2 233

19 055

4 547 767

14 227

25,5

610

4 403(1)

4,3

16,6

–

786 971

4 806

5 879

481(1)

1 727

11 807(1)

7 053 994

21 365

35,0

 (1) Restated

QUICK LINK: Historic divisional 
sustainable development data
http://www.bidvest.com/bidvest_ar2010/029.html
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Brian Joffe, chief executive

Business snapshot
Corporate provides support services, 

coordinates strategic initiatives and houses 

investments that fall outside divisional areas 

of responsibility, including the Bidvest 

property portfolio. It focuses on business 

sustainability, brand-building, 

communication and executive training while 

ensuring Group resources are effectively 

leveraged. In accordance with Bidvest’s 

decentralised business model, Corporate 

is deliberately kept lean.

Performance
Our trading profi t increased by 158,8% 

from R79,5 million to R205,9 million. 

Pleasing progress was made with the 

communication of strategic sustainability 

objectives while the Bidvest brand achieved 

enhanced recognition. Within South Africa, 

Bidvest’s growing alignment with soccer 

became a source of pride and staff 

motivation in World Cup year. 

Bidvest Properties put in another good 

performance in a challenging environment. 

Commercialisation opportunities fl owing 

from the FIFA World Cup 2010™ were 

optimised. 

Continuing operations within a restructured 

Ontime Automotive in the UK made a 

return to profi t.

Sustainable development
Corporate coordinated sustainability 

initiatives across the decentralised business 

and helped embed sustainability practice 

through constant encouragement and 

information-sharing. The sustainability 

committee is integrated into governance 

structures as an integral part of the Bidvest 

risk and sustainability committee. An 

employee survey was conducted to raise 

sustainability awareness and gauge the 

commitment of Bidvest people to 

sustainability strategy. The Group’s 

sustainability data collation tool was further 

refi ned.

QUICK LINK: Divisional sustainability 
report
http://www.bidvest.com/bidvest_ar2010/030.html

Transformation
We continue to drive and entrench the 

principles of transformation throughout the 

Group.

Bidvest Academy
Academy IX is scheduled for completion in 

October. Sixty-eight participants were 

inducted into the class of 2010 and split 

into 11 teams, including a team of four from 

Bidvest Namibia.

Team-building, teamwork sessions, group 

projects, workshops and site visits to 

Group companies were again key features 

of the curriculum, though increasing 

attention is paid to each delegate’s working 

environment to assess the value added day 

by day as individuals apply the skills 

acquired at the Academy.

The intention is to ensure that a delegate’s 

home base derives benefi t from Academy 

exposure as well as the person under 

development and does so as quickly as 

possible. “Energy coaches” are assigned to 

each Academy participant to help ensure 

new insights are channelled effectively.

Growing emphasis is placed on pre-

Academy workshops to ensure each 

inductee shares a common understanding 

of fi nancial and managerial concepts that 

may fall outside the current scope of an 

individual’s work. Four workshops are 

conducted, two in Johannesburg, one in 

Durban and one in Cape Town.

Communication
“We refuse to participate in the recession”, 

the rallying cry of Bidvest chief executive 

Brian Joffe, shaped communication 

initiatives. The quality and topicality of 

articles in the Bidvoice quarterly publication 

were improved. Lead articles and the chief 

executive’s message were translated from 

English into Business Mandarin, French, 

Dutch, Polish and Czech to communicate 

Bidvest Corporate
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with the worldwide Proudly Bidvest family 

and a downloadable version of Bidvoice 

was created for those with internet access.

A personalised e-mail (“The recognition you 

deserve”) was sent by the Group chief 

executive to all staff with e-mail addresses 

to announce Bidvest’s No 37 ranking in 

the list of the world’s best performing 

companies. Regular e-mails are sent to 

more than 30 000 employees to keep them 

up to date on topical developments.

Increasing use was made of internal TV 

broadcasts by the chief executive to 

communicate Bidvest strategy and a 

“welcome aboard” induction brochure was 

developed.

Reporting standards were maintained at a 

high level with recognition for excellent 

reporting in the Ernst & Young sustainability 

awards and category honours in the 

“Consumer Services” section of the annual 

Investment Analysts Society awards. 

Second place for reporting was achieved in 

the South African Carbon Disclosure 

Project awards.

Bidvest branding has been revamped and 

operational businesses are increasingly 

leveraging the strength of the Bidvest 

name, following the successful rebranding 

of businesses in Australia as Bidvest 

Australia and Rennies Bank as Bidvest 

Bank. More recently, the New Zealand 

business was rebranded as Bidvest New 

Zealand. The contract distribution arm of 

3663 in the UK adopted the identity 

“Bidvest Logistics”. The Group obtained 

naming rights to South Africa’s premier 

venue for international cricket, now Bidvest 

Wanderers Stadium.

2010 commercialisation 
The World Cup opportunity was 

energetically pursued by all Bidvest 

businesses in South Africa, although the 

short-term economic impact was negligible. 

Medium-term economic opportunities 

through an increase in tourism, as an 

example, will be derived by South Africa 

and in turn by Bidvest. Precise 

quantification of economic benefits by 

year-end was complicated by timing factors 

(the event was only at the halfway stage on 

June 30) and the indirect nature of some 

business gains.

Direct business springing from our interaction 

with FIFA, the Local Organising Committee, 

MATCH and host cities was won by Bidvest 

Services (Prestige, Steiner, Bidtravel, TopTurf 

and Execuflora), Bidvest Foodservice SA, 

Speciality, Bidvest Paperplus (Lithotech) and 

Bidvest Industrial and Commercial (CN 

Business Furniture, Voltex, Waltons and 

Vulcan Catering Equipment).

Revenue of more than R314,0 million 

across the Group was derived from direct 

contracts.

Indirect benefit as a result of the World Cup 

effect on various sectors of the economy 

was derived by companies such as Bidvest 

Bank and its foreign exchange business, 

Bidair, Budget Rent a Car, Bidvest Prestige, 

Laundry Services and our South African 

foodservice businesses.

Some gains were intangible but significant, 

including the value to brand Bidvest of 

close involvement with the tournament and 

the pride felt by South African employees in 

the contribution made by their company to 

a historic event.

Focus now shifts to legacy issues; 

specifically, how to derive long-term benefit 

from Bidvest’s World Cup experience 

and expertise.

Sports administrators and major cities 

across South Africa have the task of 

earning a return from some of the world’s 

best football and sports stadiums. Sports 

tourism can be expected to grow. Bidvest 

businesses have a proven track record as 

reliable suppliers to international sporting 

events. This creates a platform from which 

to explore further opportunities.

Investments managed by corporate include 

listed and unlisted associates and listed 

and unlisted investments. The most 

material investment relates to the 

investment in Mumbai International Airport 

Limited. Full details regarding those 

investments are shown under note 19 in 

the financial statements. 

Bidvest Wits
The Bidvest Wits soccer team rounded off 

a successful season by winning the 

Nedbank Cup, the club’s first trophy in over 

a decade. The victory, in mid-May, occurred 

as soccer fever was running high on the 

run-in to the World Cup and ensured 

strong brand awareness.

Bidvest’s position as a leading soccer 

sponsor was further underlined by the 

support of the corporate soccer Fridays 

campaign, which became a feature of the 

South African countdown to the opening of 

the World Cup tournament. Proudly Bidvest 

soccer jerseys were distributed to staff and 

were worn week after week at operations 

across the country. Amazing team spirit 

and sense of belonging resulted when staff 

members saw colleagues they had never 

met similarly dressed.

Sponsorship and a controlling interest in 

Bidvest Wits are linked to soccer 

development programmes and youth work. 

The club has total membership of more 

than 1 500 players and is believed to be 

the largest football club in Africa.

Bidsport
The World Cup run-up helped drive 

continued growth in revenue and trading 

profit at Bidsport, the sports company in 

which Bidvest holds a 50% stake. 
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MSCSports secured the appointment as 

event manager of the Bidvest Goodwill Cup 

between Portugal and Mozambique, a 

World Cup warm-up game at Bidvest 

Wanderers. 

Stellar Africa, a leading athlete 

management company, had a successful 

year. A number of South Africa’s leading 

soccer, rugby and cricket players are 

represented by this agency. 

Acquisitive and organic growth is forecast. 

The World Cup has heightened awareness 

of the benefits of corporate involvement in 

soccer and sport in general. The business 

is also well positioned to derive benefit 

from excitement surrounding next year’s 

Rugby World Cup in New Zealand.

BIDVEST PROPERTIES
Property industry fundamentals remained 

challenging. The general economy slowed, 

rentals eased, but land prices remained 

high. The cost of servicing vacant land 

soared and capacity constraints at local 

municipal level continued to create delays, 

putting further pressure on development 

costs.

Long-term interest rates – the key factor 

governing likely future returns on property 

– remained high and threatened to move 

higher in view of international uncertainties.

Businesses remained acutely cost sensitive. 

This led to growing resistance by 

prospective tenants to higher rentals that 

reflect the full cost of new construction. 

New greenfields developments are 

becoming increasingly more difficult to 

bring in at market-related rentals. 

Increasing numbers of medium-sized 

construction companies closed down 

for lack of work.

In this environment, Bidvest Properties 

concentrated on the refurbishment of and 

extensions to existing premises. No new 

developments were undertaken. Two small 

properties that no longer fit the portfolio 

profile were sold.

A refurbishment of the Vulcan Catering 

Equipment premises in Industria, west of 

Johannesburg was completed and work 

began at Vulcan’s Cape Town premises. 

A refurbishment at the Spartan premises 

of Buffalo Executape is underway.

A key objective of the refurbishment 

programme is to improve the energy 

efficiency, workplace safety, working 

conditions and overall respect for the 

environment of our premises.

At the end of the period, a significant 

property acquisition on the M1 “gateway” 

to Johannesburg was concluded. 

Refurbishment will begin shortly.

Continuing property industry challenges 

confirmed the appropriateness of the 

conservative policy pursued by Bidvest 

Properties. The business acquires and 

develops properties at competitive rates. In 

line with Bidvest policy, all premises in the 

portfolio are unencumbered by mortgages, 

occupancy levels are high while a stable, 

high quality tenant mix ensures a strong 

rental stream. As a result, the return on the 

portfolio was above the market average.

In seven years, the portfolio’s size and 

market value have grown approximately 

seven-fold.

Target-setting for the next three to five 

years is complicated by the difficulty of 

predicting interest rates and the effects of 

the developed world’s debt crisis. The 

short-term challenge is rental affordability. 

We are well positioned to meet this 

challenge because of the efficient cost of 

property development, competitive 

long-term financing costs, the quality of our 

tenant mix and the high occupancy rates of 

our well-located properties.

We will investigate acquisitions and 

development opportunities as they occur 

while maintaining a largely conservative 

stance.

ONTIME AUTOMOTIVE
Despite the effects of recession and 

automotive industry cutbacks, the ongoing 

businesses showed a return to profit. 

Overall results were impacted by additional 

closure costs for the Technical Services 

division and the cessation of a Volume 

Distribution contract. 

A new three-year contract for the 

worldwide distribution of Aston Martin 

vehicles was won. This includes distribution 

of the new Rapide out of Austria. The deal 

bestows logistical efficiencies as 

transporters that might have returned 

empty from Europe now bring the Rapide 

to the UK. Specialist Transport also 

secured new business from Lamborghini, 

Nissan GTR and Bentley. 

Specialist Transport Operations has 

reduced its fleet to match the reduction 

of market-place volumes. The resulting 

efficiencies drove an improvement in 

results.

Bidvest Corporate
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Rescue and Recovery re-signed contracts 

with the AA for a further term while 

prolonged bad weather in mid-winter 

boosted volumes. Profits improved.  

Ontime Parking Solutions maintained its 

focus on its two major London contracts 

and opened a small office in York to work 

on tenders for councils in the provinces. As 

local councils seek outsourcing efficiencies, 

opportunities have emerged for the 

business to expand its enforcement 

platform by growing its on-street ticketing 

service.

Trading conditions remain challenging. 

However, all new contracts offer acceptable 

margins. Ontime is engaged in ongoing 

discussions with new and existing clients 

and looks forward to profit growth in 2011.

Economic performance – Ontime 

Automotive’s ratio of salaries to turnover 

decreased from 40% to 35%, a reflection 

of the consolidation phase following the 

severe UK recession.

Environment – Ontime Automotive’s fleet 

of 400 vehicles is largely up to the Euro 2 

standard. New intensity measures show 

each vehicle costs the environment 

34,6 metric tonnes of CO
2e, 51,6m3 of 

water and 2 100 litres of general refuse 

annually. Ontime Automotive disposed of 

4 200 tonnes of vehicle scrap at an 

authorised de-pollution site. The UK 

business recycles 4% of total materials 

used. Staff are trained regularly to mitigate 

the impact of services on the environment. 

This is audited by National Quality 

Assurance to maintain Ontime’s 14001 

standard.

Human resources – UK headcount has 

stabilised and staff morale has improved 

after landing some significant new business 

at Ontime Automotive. League tables are 

being introduced to rank and reward 

Ontime drivers for economical driving.

 

Health and safety – Mindful of the 

growing claim culture in the UK, Ontime 

maintained its health and safety training 

focus and was again audited by and 

accredited with CHAS (Contractors Health 

and Safety Accreditation Scheme). The rate 

of injuries, diseases and dangerous 

occurrences in the UK business is down 

from 12 to three, with total incidents down 

from 84 to 27 over three years.

Society – Business ethics is governed 

through financial, process and operational 

audits. We are mindful of our code of 

ethical behaviour and risks related to 

corruption and anti-competitive practices. 

An anti-corruption policy is built into the 

terms and conditions of employment and 

applied when developing strategies for 

bidding for business.




