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Report of the 
Managing Director

Good operational results, together with the finalisa

tion of a number of strategic transactions, set the 

scene for the achievement of the 2020 strategic 

and financial objectives of Senwes. The sustainability of the 

Group is determined to a large extent by the ability to cre

ate value for clients and shareholders. International competi

tion increased significantly in the South African market and 

the trigger of structural changes in various facets has been 

pulled. The agricultural business landscape is in the process 

of extensive permanent change.

The modern client requires creative business solutions and 

tailormade products which offer value. Mere presence in  

respect of products, service and infrastructure has become an 

everyday commodity which is no longer sustainable. Senwes 

and its personnel understand that we will only be relevant by 

2020 if we manage to close that gap.

The objective of this report is to provide an integrated, ho

listic and transparent overview of the strategic, financial and 

operational performance of Senwes, as well as our participa

tion in aspects which relate to the environment, the commu

nity and corporate governance.

Macro-impacts
The onein30years severe drought in the USA resulted in 

USA yellow maize prices increasing to new record levels. This, 

together with the weakening of the rand/dollar exchange 

rate, spilled over to the South African maize prices and the 

2011/12 production season was characterised by increased 

agricultural turnover, good farming margins and extraordi

nary high net farming income as a result.

the financial year ended 30 April 2013 

de monstrated a good balance between 

operational performance and the suc 

cess  ful achievement of a number of stra  

tegic objectives.

key InSIghtS
•	 The	modern	client	requires	creative	

business solutions and tailormade 
products which offer value.

The increased spending ability of producers stimulated the 

renewal and replacement of capital goods and also resulted 

in an abnormal demand for agricultural land. Record land 

prices and rental tariffs were attained and the balance sheets 

of farmers crosssubsidised the extraordinary increase in the 

value of land.

However, strikes in the mining, logistics and agricultural sec

tors had a negative impact on the labour climate in South Af

rica and grain producers mitigated this risk by further mecha

nisation. Average kWtractor purchases increased from 100.2 

kW per unit to 122.8 kW per unit.

Favourable prices during the year under review resulted in 

producers selling their grain faster, as opposed to more con

trolled selling activities when prices remain at lower levels. 

Producers therefore met their obligations sooner and paid off 

their debt even before the end of the season.

The opportunity which producers had to sell grain at good 

prices also resulted in input products for the coming season 

being purchased in advance. The relatively high agricultural 

inflation levels resulted in increased turnover in terms of di

rect and retail agricultural input products.

The drought resulted in the earlier delivery of new season 

grain. However, it also means that a portion of the new sea

son grain has already been delivered which, together with 

decreased volumes due to the drought, could result in a chal

lenging 2013/14 for the grain storage industry. 

Financial performance
The Group generated a turnover of R13,9 billion this year 

with a net profit after tax of R307 million. These figures re

present a 16,9% increase in turnover compared to the pre

vious year and a 15,8% increase in net profit since 2012. 

This is not only a good reflection of the performance of the 

Group, but also measures the relative performance within the 

sector. 

•	 Labour	unrest	lead	to	further	
mechanisation; the average kW 
tractor purchases increased.
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The following are key financial ratios:

 A 15,7% growth in earnings per share, from 146 cents 

per share last year;

 Headline earnings represent a 14,8% growth, from 

132,8 cents to 152,4 cents per share;

 Return on opening equity of 22,3%;

 Net asset value increased by 128 cents per share, after 

having paid dividends of 41 cents per share;

 Dividend yield of 6,8% on opening market price which 

represents 61 cents per share;

 Capital growth of 15,5% from R9,00 per share opening 

market price to R10,40 per share closing market price; 

and

 Total shareholder return (capital growth + dividends) of 

R360 million generated for shareholders.

The year under review was characterised by further reinvest

ment in operating capital, which required a lot of cash. New 

capital was allocated to import and export transactions; a 

further investment in the debtor book empowered the input 

channel to make a balanced and extensive offer to clients 

and larger grain positions were taken due to the early crop 

and higher grain prices. 

In terms of solvability and liquidity Senwes managed to main

tain an own capital ratio of 40%. The company took up its 

tenyear facility of R650 million at favourable rates and condi

tions during the year under review and an unutilised short

term facility of R632 million ensures sufficient liquidity for 

growth opportunities as well as unexpected events. 

Senwes has R137 million unutilised commodity finance and 

unsecured assets of R1 438 million at its disposal for further 

funding.

A fullfledged project office has been established for the 

implementation of the growth initiatives and efficiency and 

productivity was increased by the establishment of a Centre 

of Excellence and further investment in ITsystems for the op

timisation of operational processes in particular.

Given the low price earnings, Senwes also announced a share 

repurchase program on 13 December 2012. Good progress 

has been made   and an independent external facilitator has 

been tasked to complete the program.
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Operational performance

Senwes Credit 
 under the leadership of gerrit van Zyl

Senwes Credit had a good year. A second successive drought 

could not break the momentum and only a margi nal provi

sion was created. A specific client profile has been built up 

over the years and the client base distinguished itself in dif

ficult times.

The debtor book reflected 11,3% yearonyear growth 

which, measured against an average inflation rate of 5,7%, 

indicate market share growth as well as increased spending 

ability of the existing client base. The book exceeded the R2 

billion mark this year and the market share of the division 

increased by 6,3%. 

The division delivered a net profit of R65 million, which re

presents 15,6% of the total profit from operating activities.

Financial Services Variance
2013
R’m

2012
R’m

2011
R’m

Credit

Average credit extended 14% 1 511 1 325 1 157

% overdue as at 30 April 0,5% 3,3% 3,8% 4,7%

Net profit after financing costs 18% 65 55 50

Return on capital employed  8% 8% 8%

Univision group

Net profit after financing costs 29% 9 7 4

Return on capital employed 24% 75% 51% 31%

Senwes Grainlink 
 under the leadership of Pieter esterhuysen

Senwes Grainlink delivered good results, despite a very chal

lenging year. The results of Grainlink’s silo business were 

better than the previous year, despite exceptionally low 

carryover stock levels and low wheat planting levels. Stock 

management was good and service levels were increased in 

order to increase producer and grain buyer market share.

Further diversification of the seed business took place in the 

form of the expansion of the plant to the small packaging 

market.

Report of the Managing Director (continued)
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Absa unexpectedly repriced Senwes during 2012/13, which 

resulted in decreased credit margins due to the fact that the 

full increase could not be passed on to the client.

A fierce onslaught by retail financiers and bankers placed fur

ther pressure on credit margins. However, despite the above, 

Senwes Credit successfully retained the largest part of its  

client base.

Senwes launched various investigations into alternative fi

nancing proposals, which are being considered at present in 

order to ensure the sustainability of the credit business. This 

division will focus on the finalisation of an effective funding 

proposal during the coming year and will investigate its posi

tioning in the market place and the integration with divisions.

Univision’s merger with NWK Insurance was successfully 

completed and a good operational and cultural fit deli vered 

the expected results.

key InSIghtS
•	 The	debtor	book	reflected	an	

11,3% yearonyear growth and 
increased to beyond R2 billion this 
year.

•	 The	joint	venture	with	Bunge	
actively participated in the wheat 
market and 30% of the Western 
Cape wheat was procured.

The Grain Marketing division struggled to maintain margins 

in a very difficult market environment, but caught up on  

operational profits by using creative financial instruments 

without any significant risks having been taken.

The joint venture with Bunge actively participated in the 

wheat market and 30% of the Western Cape wheat was 

procured. A lot of imports and exports were facilitated as 

well. However, problems were experienced with a consign

ment of grain imported which resulted in a large price cor

rection with larger balance sheet utilisation. A 50% interest 

in the Africa business was sold to Bunge, which resulted in 

a R13 million profit. This was offset by a devaluation impair
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The Competition Tribunal confirmed the settlement agree

ment between Senwes and the Competition Commission 

on 15 May 2013, after financial yearend. The terms of the 

settlement encapsulate the principle of different storage  

tariff options, as accepted by Senwes in 2010, as well as 

equal access thereto.

The parties also agreed that the Senwes grain marketing 

business, consisting of the client base and goodwill in respect 

of white maize, sunflower and sundry commodities, will be 

established in a separate entity, of which Senwes will be the 

sole shareholder. 

Variance
2013
R’m

2012
R’m

2011
R’m

Average capital required 19% 1 471 1 238 1 453

Net profit after financing costs (3%) 177 183 252

Return on capital employed 6% 31% 25% 27%

Silo throughput (tonnes) (7%) 2 525 052 2 718 781 2 776 519 

The silo business will continue as a division of Senwes, while 

the trading of yellow maize and wheat will still form part 

of the Bunge Senwes joint venture. It is foreseen that the 

changes will be implemented by 31 January 2014.

Competition in the sector is becoming increasingly fierce. 

This, together with low carryover stock levels and the impact 

of the drought, pose material challenges for Senwes Grain

link for the coming period and the business unit will have to 

be creative and display excellent leadership in order to meet 

the challenges.

ment of R15 million due to the collapse of the Malawian 

exchange rate.

Grainovation, the joint venture with Imperial Logistics, expe

rienced a difficult year due to the strikes in the transport sec

tor, which resulted in a lower profit at financial yearend than 

the previous year.

The R177 million net profit of Senwes Grainlink represents 

42,3% of the total profit from operating activities.
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Senwes Village 
 under the leadership of Frans du Plessis

2012/13 was a record year for Senwes Village. Due to the 

commitment of an excellent team of people who accepted 

full ownership of the business, this business unit managed 

to deliver the highest profit in the history of the company. 

Senwes Village managed to not only maintain, but to also 

increase market share amidst the very aggressive entry and 

activities of competitors.

The mechanisation business model was renewed and rolled 

out successfully in order to improve service delivery in a 

rapidly advancing technological environment. The capa 

city of new technicians was increased significantly in an at

tempt to align the technical support in our workshops with 

the expectations of the client and the requirements of the 

principal. Mobile work stations were put into commission, 

Report of the Managing Director (continued)
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which materially decreased the standing time of whole 

goods units.

Strong emphasis was placed on the improvement of custo

mer service over the past two years. Annual research is done 

by Senwes Village, which includes a customer service index. 

Although a lot of work still needs to be done to achieve a 

90% satisfaction level, management is pleased with the im

provement over the past two years. 

The centralisation of the buying function rendered excellent 

results on the balance sheet of the division and the profit

ability and productivity of the retail business increased even 

further.

Senwes Village delivered a net profit of R170 million during 

2012/13, which represents 40,7% of the total profit from 

operating activities.

The new joint venture between the retail businesses of Sen

wes and Afgri was approved by the Competition Tribunal on 

12 April 2013. It creates a new platform where the risks asso

ciated with macroenvironmental factors can be mitigated by 

Variance
2013
R’m

2012
R’m

2011
R’m

Turnover (including direct business) 18% 4 197 3 555 2 824

Gross profit 19% 417 351 274

Operating profit after financing costs 46,5% 170 116 65

Reversal of impairment (in property assets)   53 

Total profit  170 169 65

Cost to income ratio 7% 58% 65% 72%

Return on capital employed (39%) 43% 82% 36%

new innovation. The larger critical mass also creates oppor

tunities to be more competitive in the market. The transac

tion will be implemented with effect from 1 June 2013.
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Corporate Services 
 under the leadership of Joe Maswanganyi

The past year was characterised by substantial investment in 

the training of personnel. The Senwes Board and Manage

ment invested heavily in the training of the leadership of the 

company to put them at the forefront of the latest global 

trends. Approximately R7,3 million was spent on training in 

the Group, which represents 4,8 training days per staff mem

ber and 2,2% of total remuneration. The Senwes Academy 

awarded 48 certificates and diplomas for registered lear

nerships and apprenticeships during the year under review, 

while 26 learners received acknowledgement for the success

ful completion of management training programmes at vari

ous business schools.

The Senwes Academy was acknowledged for the Senwes 

graduate programme by the AgriSeta in 2012 and Senwes 

learners were also nominated as the best learners in two  

categories.

The graduate programme included 12 graduates this year, 

67% of which from the designated BEEgroups. The gradu

ate programme plays an important role in the recruitment of 

talent from previously disadvantaged groups.

The ethics programme was refined during 2012, corporate 

governance structures were established and the programme 

is being implemented at present.

Unreliable service delivery by municipalities poses a signifi

key InSIghtS
•	 Strong	emphasis	was	placed	on	the	

improvement of customer service 
over the past two years.

,•	 Approximately	R7,3	million	was	
spent on training in the Group, 
which represents 4,8 training days 
per staff member and 2,2% of 
total remuneration.

cant risk for Senwes at present, but actions to mitigate this 

risk are in process. The volatile and unpredictable labour rela

tions environment will be monitored closely in order to main

tain positive labour relations. The cost of regulatory compli

ance will pose a challenge in the coming year.

Strategy
The 2020strategy is simple: consolidate, reorganise, inte

grate into value chains and internationalise. It speaks to our 

vision: “To be an admired agricultural business which creates 

value for all its stakeholders”.

The industry is small, competitors are aggressive and business 

models are wellpositioned. However, value does get lost in 

the middle and Senwes attempts to form partnerships which 

can unlock this value and which can provide a winwin op

portunity for the parties involved. Consolidation is already a 

reality and the agricultural landscape will probably group into 

larger trading blocks in an attempt to escape concentration 

and other business risks. 

Senwes chooses its partners carefully and tries to form part

nerships which will be sustainable and which will withstand 

the test of time.

The 2020strategy was designed by analysing past trends and 

future probabilities. Agriculture in the future will definitely 

not be the same as today, but the business of tomorrow has 

a seat in the thoughts and designs of today.
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Report of the Managing Director (continued)
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key InSIghtS
•	 The	new	joint	venture	between	the	

retail businesses of Senwes and 
Afgri was approved by the Competi
tion Tribunal on 12 April 2013.

•	 The	Senwes	2020	strategy	is	
simple: consolidate, reorganise,

 integrate into value chains and 
internationalise.

An overview of the joint ventures

 grainovation (with Imperial): Strikes in the logistics sector impacted negatively on Graino

vation’s activities. Although the previous year’s results could not be equalled, the business still 

performed well.

  Senwes Asset Finance (with Wesbank): The profit contribution of this business was ma

terial and reflected sound growth. Due to the good performance profit sharing could be 

renegotiated and Senwes’ share increased by 26,9% yearonyear.

  grasland Ondernemings (with nWk): Favourable grain prices stimulated agricultural lime 

purchases and Grasland doubled its capacity at its flagship mine. Further expansion and/or 

acquisitions are foreseen.

  Bunge Senwes (with Bunge): The Bunge Senwes joint international grain trading business 

is in its second year of business. Good market share was gained initially but margins need 

to improve further. 288 523 tonnes of grain were imported while 211 340 tonnes were ex

ported. Senwes Grainlink sold 50% of its African businesses to Bunge, which will pursue the 

SADC regional trading objective.

  Jd Implements (with tomlinson family): This joint venture is two years old this year and 

performed above all expectations. Expansion in terms of product range and geography is be

ing investigated at present.

  Univision group (with nWk): The merger of the insurance businesses of Senwes and NWK 

was implemented on 1 May 2012. The expected synergies were unlocked and performance 

exceeded all expectations.

  Joint retail venture (with Afgri): The merger of Senwes Village with Afgri Retail in a new 

enterprise promises to result in a highly competitive structuring of agricultural retail. It will 

create critical mass and better margins and will result in the diversification of trademarks, 

clients, commodities and geography. The transaction was  implemented on 1 June 2013.

Sophisticated project and risk management processes are in place to manage the challenges and risks re

lated to rapid growth.

The foundation of the company was once again reestablished during the year in a culture of discipline, 

innovation and control. Structures are challenged continuously and a process of continuous improvement 

by means of the Centre of Excellence is rendering excellent and innovative results which encourage sus

tainability.
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Future projections

A second successive drought year is on the cards, which could 

hamper the cash flow situation of producers. Low rainfall in 

the latter part of the 2012/2013 production season resulted 

in low maize yields which, together with early deliveries of 

new season grain, will probably have a negative impact on 

income from the grain storage business in the 2013/14 fi

nancial year.

2013/14 therefore has the potential to be a difficult grain 

year which will test the industry in terms of cost manage

ment and savings. The grain storage industry – particularly 

the companies which invest in alternative storage structures 

– may experience increasing pressure which may encourage 

fundamental restructuring of the market. The business of 

Senwes Grainlink may benefit from alternative storage role 

players exiting the market, particularly in the medium to 

longterm.

Maize commodity prices will probably experience pressure 

due to the low international maize prices as a result of the 

potentially high plantings in the USA, should a normal crop 

year be experienced. This phenomenon will probably force 

international prices downwards. 

This, together with decreased yields which will probably be 

a common occurrence in the central and western areas of 

South Africa, could result in a negative impact on the far

ming income of producers. 

The potential decrease in the spending ability and more con

servative spending patterns will most likely hamper capital 

expenditure and will bring the bullish phase in respect of 

mechanisation to an end.

The South African market experienced a rush by international 

grain trading houses, which pushed margins to further matu

rity. Both local and international role players will experience 

the resulting pressure in the coming year, which may deter

mine the level of future market participation.

The ineffective process of importing soya bean meal is crea

ting an opportunity locally which will be investigated by Sen

wes and partners with suitable expertise.

Planting during the coming season may be under pressure 

due to a lack of subsoil moisture. This, together with cur

Report of the Managing Director (continued)

tailed credit arrangements, could impact on producers in re

spect of their planting decisions.

It is expected that the rolling out of the SenwesAfgri retail 

business will result in the improvement of the risk profile and 

management of the new venture, which will focus on the 

implementation of optimal operational practices.

The consolidation objectives will probably be taken further 

this year and larger groupings will probably start to form. 

Senwes will attempt to position itself strategically in order to 

create value for the group, its partners and the sector.

The 2012 PwC Agribusiness Insights report indicates a cost 

squeeze in agriculture. All indications are that this will con

tinue, particularly due to the expected smaller crop.

The insurance business will attempt to expand its services 

and products even further in the coming year in pursuit of 

its objective of becoming a fully integrated financial services 

company.

Information technology will be optimised further during the 

new financial year – particularly in Senwes Grainlink. We ex

pect further information technology advancement amongst 

clients – specifically in the precision farming segment. 

Statement of projection

Certain statements made in this report are not based on 

historical facts and relate to analyses and other information 

based on the prediction of future results which cannot be 

determined as yet, but which relate to, inter alia, new busi

ness volumes, return on investment (including exchange rate 

fluctuations) and actuarial assumptions. These statements 

could also relate to our future prospects, developments and 

business strategies.

These are projection statements as defined in the United 

States Private Securities Litigation Reform Act of 1995. The 

objective of words such as “believe”, “anticipate”, “pro

bably”, “possible”, “predict”, “intend”, “strive”, “will”, 

“plan”, “can”, “may”, “attempt”, “project” and similar ex

pressions is to identify such statements of projection, but it is 

not the exclusive way of identifying such statements. State

ments of projection involve inherent risks and uncertainties 

and should one or more of these risks realise, or should un

ReAd MORe
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key InSIghtS
•	 The	SA	market	experienced	a	rush	

by international grain trading 
houses, which pushed margins to 
further maturity.

•	 2013/14	has	the	potential	to	be	
a difficult grain year which will 
test the industry in terms of cost 
management and savings.
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derlying assumptions appear to be correct, then actual results 

could differ materially from the expected results. Statements 

of projection are only applicable as from the date on which 

they were made and Senwes accepts no liability to adjust or 

update any statement due to new information, future events 

or any other reason.
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key InSIghtS
•	 It	is	important	to	acknowledge	the	

contributions of our joint venture 
partners.

•	 The	consolidation	objectives	will	
probably be taken further this year 
and larger groupings will probably 
start to form.

The contributions of the board of directors, executive com
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been indispensible this year – I sincerely appreciate their con
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every division, where high performing, selfmotivating teams 

take the lead to take Senwes closer to its vision. It is a privi

lege to be part of this team. 

All honour and praise to our Creator for His mercy.

____________________ 

Francois Strydom 

Managing Director

Klerksdorp

25 June 2013
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Strategic update

key InSIghtS
•	 Consolidation,	reorganisation	and	

integration of the grain value chain 
are strategic priorities.

•	 We	strive	for	a	fully	integrated	
agribusiness.

2010 saw the launch of the Senwes 2020 strategy, which provided a sound strategic 

foundation for growth and sustainability. the ultimate objective of this strate gy is 

to become a fully integrated agribusiness and a significant role player in the global 

food value chain. Our strategic objective is therefore to create sustainable value for 

all our stakeholders and our strategic vision entails becoming an agribusiness that 

is admired by all our stakeholders. the aim is therefore to be a preferred invest

ment, partner, employer, supplier and class citizen.

  Integrity

  Business  
orientation

  Innovation

  Selfmotivation

  Accountability

  Loyalty

  Customer focus  
and relationship 
management

  Leadership, talent, 
culture and values

  IT, business intelli
gence and innovation

  Operational  
efficiency and risk 
management

  Consolidation

  Mergers and  
acquisitions

  Joint ventures

  Strategic alliances

  Average annual return greater 
than the expected weighted 
average cost of capital required 
(WACC). 

  Annual growth of 10% with re
gards to earnings before income 
tax, interest, depreciation and  
amortisation (EBITDA).

  Net profit after tax (NPAT) annual 
growth of 16%.

  Own capital ratio between 35%  
and 45%.

Values Areas of
excellence

Core 
drivers

Financial
goals
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2020 Investment Structure

key InSIghtS
•	 The	2020	investment	structure	

includes the following pillars: agri
services, integrated food industries, 
resources and investments.

•	 We	are	making	steady	progress	
towards the achievement of our 
2020 objectives.

SENWES
GROUP

Agri
Services

Logistics

Financial Services

Integrated
Food Industries Resources Investments

Progress made

Consolidation of the agricultural services sector

  Acquisition of 50% shareholding in JD Implements located in Swellendam, Western Cape.

  Grainovation joint venture with Imperial.

  Asset finance joint venture with Wesbank.

  Insurance joint venture between Senwes subsidiary Univision, and the insurance business of NWK.

 Joint venture between the retail businesses of Senwes and Afgri – effective date 1 June 2013.

Africa expansion

  Malawi

  Zambia

  Mozambique

International joint venture

  Bunge Senwes joint venture.

  Investigation into the establishment of an oil crushing plant with Bunge.

  Restructuring of African businesses to include Bunge.
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Value added statement
for the year ended 30 April          

 GROUP 

 
 notes

2013
 R ‘ m 

2012
 R ‘ m 

Revenue       13 886   11 875  
Paid to suppliers for goods and services   (12 851)   (10 932)  
Value added   1 035      943  
Income from investments                     2  
WeALth CReAted   1 035 100%  945  

distributed as follows:          
Employees and directors     476 41,2%  437 42,0%
   Salaries, wages and other benefits 1  400 34,6%   391 37,6%
   Incentive scheme    76 6,6%  46 4,4%

Authorities 2   114 9,9%   111 10,7%

Financiers    104 9,0%   92 8,8%

Shareholders        341 29,5%  305 29,3%
     Dividends and distribution to ordinary shareholders       74 6,4%   126 12,1%
     Provision for replacement of assets       34 2,9%   40 3,8%
     Retained surplus 4   233 20,2%  139 13,4%
Wealth distributed from income   1 035 89,5%  945 90,8%
Wealth distributed from other sources
Authorities 3  121 10,5%  96 9,2%

tOtAL WeALth dIStRIBUted 1 156 100% 1 041 100%

notes          

1. Employer contributions of R 4 million (2012  R 4 million) with regards to central insurance funds are not included in this 
figure as it is accounted for in the amount paid to authorities (Note 2).

2. Central and local government:          
SA normal taxation  current year   111   73  
(Increase)/Decrease in deferred taxation asset   (9)   13  
Secondary taxation on companies      12  
Capital gains tax   2     
Previous year adjustment   (4)     
Skills development levy net of refunds   3   3  
Rates and taxes paid to local authorities   7   6  
Central insurance funds   4   4  
Spending on authorities   114   111  

3. Other taxes comprising of:          
VAT   39   26  
PAYE   80   70  
Withholding tax on dividends   2     
Spending on authorities   121   96  

Total spending on authorities 235 207

4. Retained surplus comprising of:          
Group profit after tax   307   265  
Dividends   (74)   (126)  
Retained surplus   233   139  

           

Wealth creation and distribution
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DISTRIBUTION OF WEALTH          

EmployeesShareholders Authorities Financiers

29,5% 29,3%
41,2% 42,0%

20,3% 19,9%
9,0% 8,8%

2013 2012


