HOW SENWES
CREATES VALUE
USING THE
SIX CAPITALS
Senwes relies on various forms of
capital to achieve set targets and
goals. These capitals, as identified by
the International Integrated Reporting
Council (IIRC), can be seen as inputs
to the company’s business model and
increase, decrease or transform according to the activities of the company.

T

hese capitals form the basis of Senwes’ value creation
and are not independent of one another, even though
certain dependencies are relatively small or indirect.
Key inputs, outcomes, actions to improve outcomes,
future challenges, reassurance in respect of capital and
trade-offs in our use of capital include, but are not limited
to, the items listed below:

Financial capital
Human capital
Intellectual capital
Manufacturing capital
Natural capital
Social and relationship
capital
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TRADE-OFFS IN OUR USE OF
FINANCIAL CAPITAL

FINANCIAL CAPITAL
This is the pool of available funds which can be used in the achievement of the
strategy of Senwes, thereby creating value for all stakeholders and unlocking such
value at a suitable time. It includes debt, equity and cash generated by business
units, as well as investments. It is important for Senwes to invest funds allocated
by shareholders and financiers at the most optimal investment rates, in order to
ensure share growth and dividend yield for shareholders, as well as interest and the
required capital redemption for financiers. Capital is allocated to each focus area in
a balanced manner to ensure the most optimal outcome for all the stakeholders.

Financial capital enables Senwes to grow the business in a sustainable manner, with a positive impact
on manufacturing, human, intellectual, social and
relationship, as well as natural capital. Access to
financial capital is critical for our business. We continuously need to decide how to allocate the capital
available to us, to maximise value. Our capital
deployment decisions are critical to our mission of
creating sustainable value.

ACTIONS TO IMPROVE
OUTCOMES
 Focused cost saving / cost optimisation plans;
 Margin management;
 Optimal allocation of operating capital;

KEY INPUTS

2021

2020

Capital expenditure to advance strategic projects

R‘m

188

268

Opening shareholders' equity

R‘m

2 560

2 336

Market capitalisation

R‘m

2 079

1 989

Financing facilities*

R‘bn

5,7

5,2

Unutilised financing facilities*

R‘bn

1,3

1,1

2021

2020

* Including headroom for mergers and acquisitions.

OUTCOMES
Earnings before interest and tax (EBIT)

R'm

868

532

Cash from operating activities

R'm

910

545

Normalised headline earnings

c/share

244,4

144,2

Dividends for the year

c/share

90,0

60,0

9,9

7,0

214,0

101,4

 Focused cash flow management;
 Focused balance sheet management and improved working capital;
 Efficiency programmes;
 Operational and geographical diversification and
horizontal integration through business consolidations, such as the acquisition of Suidwes Holdings
which occurred during the period under review;
 Re-evaluation of product and services offerings;
and
 Increased focus on debtors’ book management.
Strategic objectives (p 50 for the Senwes strategy)

FUTURE
CHALLENGES

Interest cover

times

Increase in net asset value per share

c/share

Own capital ratio

%

31,9

34,8

Gearing ratio

%

138,3

143,7

Interest-earning assets

R'm

5 823

5 227

 Commodity price risk;

Interest-bearing liabilities

R'm

4 630

4 347

 Weather and climate risk;

Natural interest rate hedging:

 Environmental, health and safety requirements
risk;
 Political instability and economic climate risk;
 Credit, liquidity and market risk;
 Market size and market share risk;

 Information technology risk - systems and cyber;

REASSURANCE IN RESPECT OF FINANCIAL CAPITAL
 Unqualified external audit opinion;
 An independent Audit Committee ensures integrity of controls and financial disclosure;
 The Risk Committee's analysis of strategic and operational risks;
 An Investment Committee supervises the investment philosophy and investment
management; and
 Internal Audit provides an opinion on the combined control environment.
RESILIENCE

 Transition and customer risk;
 Diversification and agricultural industry risk;
 Unique competitor risk;
 Urbanisation, scarcity and retention of skills risk;
 Regulation and compliance requirement risk; and
 Theft and fraud risk.
Material risks and opportunities p 86

SENWES INTEGRATED REPORT 2021

27

HOW SENWES CREATES VALUE USING THE SIX CAPITALS – continued

TRADE-OFFS IN OUR USE OF
HUMAN CAPITAL
The Senwes group workforce increased, which had
a positive impact on human capital. The increase in
salary costs had a negative impact on financial capi
tal. Process changes caused a short-term reduction
in productivity, due to time invested by employees,
but resulted in improved decision-making processes
and greater efficiencies through standardisation.
JOB LEVELS PER

HUMAN CAPITAL

BEE OR

executive management

0%

Our employees are a key stakeholder of Senwes. Our workforce has been, and
still is, our primary competitive advantage in the long and successful 112-year
history of the group. We have a hardworking team, who has always ensured our
long-term sustainability and will continue to ensure our future success.

100%

middle management

7%

93%

semi-skilled
employees

KEY INPUTS

66%

 An industry leader and an employer of choice;

NON-BEE

senior management

3%

97%

skilled technical
employees

23%

77%

unskilled employees

34%

97%

3%

 A company offering growth opportunities;
 A safe and healthy work environment;

ACTIONS TO IMPROVE
OUTCOMES

 Market related employee recognition and remuneration;

 Ongoing re-evaluation of existing policies and
procedures;

 A resilient and ethical leadership team;
 An inclusive environment that embraces workforce diversity;
 An environment where employees are empowered and ownership is allocated;
 A workplace where fair labour practices are enforced; and

 Implementation of an electronic human resources
management system;
 Implementation of various online reward systems
to determine remuneration fairness in the market;

 Positive relationships with trade unions.

 Monitoring of employee wellness and health;

OUTCOMES
Total employees

Number

Total employee cost

R'm

Average cost per employee

R’000

Employee turnover

%

2021

2020

5 098

3 427

942

602

184,8

175,7

21,0

19,9

REASSURANCE IN RESPECT OF HUMAN CAPITAL






Compliance Committee;
Remuneration Committee;
Job Grading Committee;
Social and Ethics Committee;
Group Ethics Committee;

 Group and Individual Employment Equity Committee;
 Group Membership Committee to ensure optimal cost options and investment
of pension funds;
 Monthly Old Mutual meetings with external role players to ensure mutual
understanding and to resolve issues;
 Monthly payroll and HR meetings to align understanding; and
 HR operations meetings with all senior executives, throughout the group.
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 Implementation of extensive talent forums
throughout the group; and
 Facilitation of five-year employment equity (EE)
plans with identified barriers.

FUTURE
CHALLENGES
 Alignment of internal management practices to
support the future world of work;
 Cultural diversity and sensitivity;
 Creating an employee value proposition that sets
the group apart from its competitors;
 Retention of key individuals and scarce skills;
 Identification and management of critical positions;
 Introducing robotic processes and online learning
technology; and
 Teams and teamwork, as the future of the work
environment.

RESILIENCE
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THE BUSINESS

STRATEGIC AND OPERATING CONTEXT

CORPORATE GOVERNANCE

FINANCIAL REVIEW
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HOW SENWES CREATES VALUE USING THE SIX CAPITALS – continued

TRADE-OFFS IN OUR USE OF
INTELLECTUAL CAPITAL
Investment in the right skills and systems require
a lot of capital, which has a positive impact on
human capital, natural capital, financial capital
as well as social and relationship capital over the
longer term. The improvement of certain processes
and technology could result in a decrease in human
capital. Significant capital was invested to develop
and train employees, adversely impacting financial
capital. Medium to long-term benefits will enhance
our decision-making abilities and result in greater
efficiencies.

INTELLECTUAL CAPITAL
Senwes is a customer focused company which strives to provide innovative and
integrated solutions for the challenges faced by customers. The appointment of
the correct person in the correct position, supported by effective management
systems and company culture, contributes to the success of Senwes’ business
model and the achievement of the group’s strategic purpose.

KEY INPUTS
 Internal IT division with experienced technical staff members;
 Unique business applications for specialised trading;
 Unique business processes;
 Operational and specialist business units with mandates to explore new
opportunities;
 Use of external specialists when required;
 Extensive learnership and apprenticeship programmes;

ACTIONS TO IMPROVE
OUTCOMES
 Outcome-driven objectives for all employees,
aligned with measurable divisional objectives for
effective management;
 Employee well-being programme development;
 Align capacity utilisation with investment philosophy of Senwes;
 Research in respect of latest technology and
prototypes;
 Research in respect of producers’ experience of
Senwes product delivery;
 Market-integrated business solutions to clients;
 Focus on optimisation of existing investments by
means of problem analysis and internal improvements; and
 Investment in training to keep up with the latest
technology.

 Focused and tailor-made leadership and management development programmes;
 A bursary scheme;
 Accelerated learner development programme for learners with diplomas;
 Investment in core technology infrastructure used for various IT services; and
 Various agreements/working arrangements with government and SETAS to provide corporate exposure to learners with SETA grants in the service and grain
industries.

REASSURANCE IN RESPECT OF INTELLECTUAL CAPITAL
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Reassurance from external auditors regarding the implementation of projects;
Financial and IT Steering Committee;
Social and Ethics Committee;
Employment Equity Committee;
Job Grading Committee;
Remuneration Committee; and
Investment and Audit Committees undertake post-implementation evaluations
of the sustainability of projects.
SENWES INTEGRATED REPORT 2021

FUTURE
CHALLENGES
 Recruitment and retention of suitable employees
(as a rural employer);
 Fast-changing technology and significant related
inputs required;
 Increasing stakeholder expectations in respect of
technological innovation;
 Increasing pressure on data, capacity and analytical ability;
 Competitiveness;
 Productivity and effectiveness;
 Timely and effective implementation of research
findings; and
 System security and protection of information.

RESILIENCE
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CORPORATE GOVERNANCE

FINANCIAL REVIEW

OUTCOMES
 A well-defined talent management framework;
 Scientifically designed development and succession plans for executives and
critical roles;
 Capability and competency management via online job description development;
 Succession identifier criteria developed with supporting succession path documents;
 Senwes Academy offers learning and development opportunities for employees;
 Infrastructure and technical capability that enables digital automation and
innovation;
 Enhanced performance appraisal solutions;
 Enhanced recruitment and onboarding of new employees;
 HR landing page for personalised HR engagements;
 In-house developed app for clients and employees to enable engagement and
feedback;
 OneAgri application;
 Senwes designed a new weighted average commodity price product;
 Senwes developed and implemented new fuel forecourt technology utilising
a single device and enabling clients to link accounts to a digital transaction
experience;
 Continuous enhancement of in-house developments;
 Total skills development costs of R4,2 million; and


A structured graduate programme that supports the core business and has
been running since 2010.
Graduate programme
2021

BEE
62,5%

Senwes Academy (no. of employees)

NON-BEE
37,5%

#

2021

2020

2017-2021

89

53

336

# Includes programmes for learners in accelerated leadership, training at business schools,
learnerships, apprenticeships and leadership development.

Talent development indicator

2021

2020

14,5

9,6

Total training costs (R’m)

R’m

Captured training costs as a percentage of payroll cost

%

1,8

1,8

Margin of training invested in black individuals

%

35,3

36,0

Average number of training days per employee

Number

4,6

4,3

Total business consultation costs

R’m

11,6

6,9

RESILIENCE
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HOW SENWES CREATES VALUE USING THE SIX CAPITALS – continued

MANUFACTURING CAPITAL
Senwes believes that investment in property, plant and equipment as well as
maintaining its upgrading programme, retail networks and silo infrastructure will
ensure efficiency to improve customer service and buying experience. Senwes uses
its manufacturing capital to generate cash from the storage and handling of grain,
to supply input products and mechanisation equipment to customers as well as for
the maintenance of mechanisation equipment.

KEY INPUTS
 The Property & Engineering Assets Department consists of a specialised engineering, project management and maintenance team driving maintenance
and projects throughout the asset portfolio, thereby ensuring performance,
condition and compliance in respect of assets;
 Property, plant and equipment with a carrying value of R747,8m, which include
additional capex spending of R139,3m for the year for the Senwes Grainlink
department;
 Silo aeration upgrades were done to the amount of R10m to improve the
efficiency of receiving grain at higher moisture levels;
 Electrical bulk connections and standby generators were refurbished, and
changeover connections were also installed at a cost of R17,7m;
 A bin at Allanridge silo which was damaged due to spontaneous combustion,
was replaced at a cost of R10,4m;
 Various other maintenance, civil, mechanical and electrical projects were undertaken during the year to improve client service and grain handling processes
amounting to R29,9m;
 Grainlink obtained 16 additional silos as part of Senwes’ acquisition of Suidwes;
 The refurbishment of electricity supply to the Senwes head office building at a
cost of R6m was approved to ensure reliability of supply;
 Senwes Equipment and Hinterland completed the upgrading of the
Wolmaransstad branch and the construction of the new workshop at a
cost of R75,7m;
 Hinterland Fuels bought property in Klerksdorp to erect a fuel station. Rezoning
and repairs to the open stormwater channel are being awaited, and discussions
are underway with potential partners with regards to the development of the
property;
 Hinterland Retail obtained 14 branches from Suidwes. The Suidwes branches in
Hoopstad and Wesselsbron were closed, while the Senwes branches in Bothaville
and Wolmaransstad were closed;
 The Bastion plant at Buhrmansdrif was upgraded in response to higher demand;
 Bastion procured and constructed a modular plant at Marico to permanently
increase the production capacity;
 Bastion’s gypsum plant in Britten was upgraded and the production capacity
was improved; and
 The KLK Group completed various upgrade and capacity expansion projects at
Carpe Diem Raisins, SA Dorper, selected retail and fuel sites as well as the head
office. The projects amounted to R19,2m at Carpe Diem Raisins, R2,8m at SA
Dorper, R1,5m in respect of retail and fuel sites, and R0,4m at the KLK’s head
office.
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TRADE-OFFS IN OUR USE OF
MANUFACTURING CAPITAL
The continued growth of Senwes by means of capital
projects decreases financial capital over the short
term, but the focus is to unlock value to the benefit of
human, social and relationship, natural and financial
capital. It includes the establishment of new business units that will result in long-term job creation
and long-term financial return. It also includes the
Graintech and the accelerated grain handling project,
that improved the utilisation of assets and resulted in
meeting customers’ needs to a larger extent.

ACTIONS TO IMPROVE
OUTCOMES
 Currently investigating Kroonstad (fuel station and
branch) and Kirkwood (Senwes Equipment workshop) branches. Once rezoning has been approved,
the conceptual design phase will commence;
 Senwes Equipment is considering the upgrade of
the Kroonstad workshop and is investigating the
feasibility of upgrades at the Bothaville and Parys
workshops;
 An investigation into the acquisition of a property in
Howick for the Falcon business is in process;
 Improved customer service by means of an accelera
ted intake rate and efficiency projects; and
 Additional alternative storage facilities to be
established to offer continuous storage solutions to
producers.

FUTURE
CHALLENGES
 The establishment of alternative storage structures;
 Skills of industrial engineers and workshop technicians;
 Allocation / application of capital at the appropriate
business units in order to ensure optimal return and
to mitigate risk; and
 SHEQ-regulations.

REASSURANCE IN RESPECT OF
MANUFACTURING CAPITAL
 Asset verification by external auditors;
 Approval of projects by the Senwes board. Overview
and reporting are done thereafter by the Audit
Committee;
 SHEQ-safety audits;
 Joint compliance model;
 JSE-compliance audit on Grainlink Silo Operations;
 Code of conduct audits;
 SAGIS (South African Grain Information Services)
audits;
 Internal audit investigations;
 HACCP-accreditation;
 Compliance Committee; and
 Property Committee.

RESILIENCE
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MANUFACTURING CAPITAL
OUTCOMES

2021

2020

Net silo income (handling and storage)

R'm

597,0

489,9

Electricity costs*

R'm

106,6

82,6

Depreciation*

R'm

139,0

95,0

Maintenance costs*
New investment in property, plant and
equipment*
Equipment workshop hours

R'm

104,0

78,0

R’m

188,0

268,0

91 140

74 336

Hours

* Group amounts.

RESILIENCE
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HOW SENWES CREATES VALUE USING THE SIX CAPITALS – continued

TRADE-OFFS IN OUR USE OF
NATURAL CAPITAL
The investment in energy and water saving projects
has a negative impact on financial capital over the
short term. However, it will have a positive impact
on natural and financial capital over the long term,
through reduced municipal costs, as well as reduced
depletion of natural resources.

ACTIONS TO IMPROVE
OUTCOMES
 Additional embedded generation (Solar PV) pro
jects are being investigated;
 Check meter project has been identified for the
commercial portfolio of branches;
 Strategic initiatives have been identified within
the industrial portfolio of silos to determine possible energy reduction potential;

NATURAL CAPITAL
Senwes uses natural capital such as land, water and energy to generate income.
Senwes invests significantly in decreasing the impact of its activities on the environment and to promote a culture of efficiency. However, Senwes’ manufacturing
capital has a low impact on natural capital.

KEY INPUTS					
 Renewable energy generation through:
• Senwes Head Office Solar PV system.				
• Hennenman silo Solar PV system.
 Water consumption efficiency programme:
• During the period under review a project was launched to identify the internal water-related risks of the Senwes Group’s business units with regards
to water security and water quality. This project also set out to propose
solutions for the identified risks through the development of a best practice
guide. The roll-out of the proposed solutions across the group’s operational
footprint will commence in the 2021/22 financial year.
 Electricity consumption efficiency programme:
• Check meters have been installed at all silos and energy demand and consumption are being recorded and monitored.
• Strategic initiatives have been identified within the industrial portfolio of silos
to determine possible energy reduction potential.
• A check meter project has been identified for the commercial portfolio of
branches.
 Waste reduction programme.

OUTCOMES
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2021

2020

Electricity consumption at head office

MWh

1 452

1 392

Cumulative CO2 avoided since the inception of
solar energy generation at head office
Head office CO2 savings for the year due to solar
energy generation
Water consumption at head office

tonnes

4 264

3 329

tonnes

935

780

kℓ

5 212

5 031

Electricity consumption at Grainlink silos

MWh

30 232

28 550

Cumulative CO2 avoided since the inception of
solar energy generation at Senwes Grainlink’s
Hennenman silo
Senwes Grainlink Hennenman silo CO2 saving for
the year due to solar energy generation

tonnes

1 414

1 042

tonnes

372

387
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 Development of a best practice guide to address
the internal water-related risks of the Senwes
Group’s operational units with regards to water
security and water quality;
 Focus on water market opportunities and on
finding solutions for producers relating to greater
water efficiency; and
 A waste reduction programme focused on lower
paper usage by using technology, as well as
recycling of used paper.

FUTURE
CHALLENGES
 Increasing scarcity and decreasing quality of
natural resources;
 Inability of municipalities to manage their water
and electricity accounts has a negative effect on
business activities;
 Climate change: Drought has a negative impact
on food production;
 The effect that global warming may have on the
agricultural industry;
 The demand for water exceeds its natural availability; and
 The inability of Eskom to meet the demand for
electricity, due to poor infrastructure and maintenance of networks.

REASSURANCE IN RESPECT OF
NATURAL CAPITAL
 Independent consultation on the rehabilitation of
the mining sites of Bastion Lime.
 Meter installations were done by Motla Consulting
Engineers to ensure that the correct readings are
taken on a contract-basis.
 Ongoing focus with regards to reduction in and/or
optimisation of conventional electricity and water
consumption as well as waste management through
recycling efforts.
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FINANCIAL REVIEW

TRADE-OFFS IN OUR USE OF SOCIAL
AND RELATIONSHIP CAPITAL

We are committed to the transformation and development goals of the country
and align our initiatives with the development priorities of the government. We
are a responsible and accountable corporate citizen, committed to the management of a sustainable business, considering our stakeholders, the environment
and the community.

KEY INPUTS
 The 13th annual Senwes Christmas Tree Project took on a new format during financial year 2021, where Senwes staff visited various institutions in and around
Klerksdorp and treated them to a day filled with fun activities, food and gifts.
The project reached 600 under-privileged children from nine different institutions aimed at childcare for abused, special needs and abandoned children;
 External bursary schemes;
 Programme for emerging farmers;
 Exclusive customer and supplier relationships;
 Ensuring and monitoring legislative compliance on an ongoing basis;
 Senwes launched the AVC (Agricultural Value Chain) Food Umbrella Project, to
help ensure food security amidst the Covid-19 pandemic and in doing so, fed
more than 440 000 people;
 The AVC Virtual Discussion Series continued and nine sessions in total were
broadcasted, which focused on various value chains within the agricultural
sector;
 During the lockdown, Raddix implemented premium relief measures to more
than 1 000 policy holders via National Risk Specialist (NRS);
 Senwes Grainlink supported producers who suffered losses during wildfires by
donating maize for animal feed purposes;
 Thobo Trust launched a new Early Childhood Development (ECD) centre at the
Itokisetseng Combined School in Wesselsbron;
 Senwes, together with various partners and sponsors, extended drought relief
to the drought-stricken areas of Kenhardt, Brandvlei, Calvinia and Pofadder in
the Northern Cape in the form of 160 tonnes of white maize; and
 Senwes provided flood relief to producers affected by above-normal rainfall in
the Free State districts of Hoopstad and Bultfontein by making earthmoving
equipment available and sponsoring the diesel thereof.

Senwes invests in social and relationship capital in order
to promote financial capital growth over the long term
and improve community and government relations. Financial capital is, however, decreased over the short term. In
our view, a more holistic and collaborative approach to
community engagement will provide a platform for meaningful and sustainable future solutions and interventions.

ACTIONS TO IMPROVE
OUTCOMES
 Digital consumer magazine;
 Ethics helpline;
 Fraud helpline;
 Social investments and projects;
 Improved and quality products and services;
 Competitive pricing of products and services;
 Involvement in initiatives to transform unproductive
farms into productive farms;
 Recruitment of candidates from under-represented
groups;
 The initiation and support of innovative programmes
to find practical solutions for community problems and
needs;
 The support of sustainable community interventions,
which will have a broader and more sustainable impact
over the long term; and
 Improved communication in terms of content and
frequency with all stakeholders.

FUTURE
CHALLENGES
 Rising cost of inputs and production;
 Rating by credit rating agencies;
 Fluctuating commodity prices;

OUTCOMES

2021

2020

 Infrastructure decline;
 Lack of funding for initiatives, as well as bureaucracy in
terms of distribution of financial support;

Active customers

Number

13 762

9 170

Active suppliers
Loyalty scheme (AgriRewards)
allocation

Number
R’m

6 804
139

6 276
99

Spending in respect of authorities

R'm

207

129

 Local and rural safety;

Amounts paid to suppliers of goods
and services

R'bn

5,6

3,5

 Wide scale expropriation of productive agricultural land
without compensation;

Total corporate social investment and
community spending

R'm

6,4

3,1

 Bandwidth issues in rural areas; and

 Quality customer service and relationships;
 Food security and water shortages;

 Suppressed soft commodity prices.

REASSURANCE IN RESPECT OF
SOCIAL AND RELATIONSHIP CAPITAL
 Social and Ethics Committee;
 Continued focus on and growth of Thobo Trust;
 All Senwes Grainlink silos are audited and certified by
the Perishable Product Export Control Board according
to a three-year cycle; and
 Initiated projects with regards to reduction in conventional electricity and water consumption as well as
waste management through recycling efforts.

RESILIENCE
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