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contributions from our operations, the tax 
rate is expected to be maintained at the 
guidance previously provided of between 
24% and 25% for next year.

The associates and jointly controlled 
entities’ share of profit was materially 
lower at R6,4 million, driven by the lower 
contribution from our South African 
Chipkins Puratos JV. Minority interests 
of R15,3 million remain small but exist due 
to the Bidcorp acquisition model where 
owner-managers often retain a stake 
post-acquisition.

In line with the restructuring of our Spanish 
operations, we impaired the goodwill 
associated with the Spanish operations 
by €45,9 million (R794 million). Further, 
there was a small impairment of assets of 
R116,6 million, partly offset by total capital 
profit on property plant and equipment 
sales of R43,3 million.

Discontinued operations comprising the 
Best Food Logistics and PCL businesses, 
were both exited in March. 

Financial capacity
Bidcorp has maintained leverage levels of 
net debt to EBITDA at between 0,5 times 
and 0,8 times for a number of years, often 
being criticised for being too conservative. 
We have also held the view that for 
the correct organic and/or acquisitive 
opportunities, we could increase leverage 
up to 2,0 times net debt to EBITDA, 
affording us significant firepower. 

However, our conservatism 
has stood the group in good 
stead over the COVID 
pandemic when many 
other businesses have had 
to scramble to secure 
liquidity, either through 
debt or equity capital 
raisings. Our conservatism 
remains a cornerstone of 
managing the group, 
operating in 35 countries 
and across 20 different 
currencies.

Resilience of our people 
and the business model
No risk assessments anticipated the 
shutdown of most of our markets within 
two weeks in March. However, the 
response of our Bidcorp people to 
the crisis is what mattered. Key to the 
resilience of the group is the decentralised 
nature of the operations and management 
teams who were able to deal with differing 
lockdown strategies imposed on their 
local markets as the pandemic migrated 
westwards from Asia. Regular and 
transparent two-way communication 
between the businesses enabled 

management at the coal face to 
proactively respond as the crisis unfolded 
and readied them to support the 
customer-base as markets reopened.

The results 
with perspective
Net revenue of R121,1 billion (2019: 
R129,3 billion) fell by 6,3% (constant 
currency decline of 11,6%). Despite the 
COVID impact, our strategic focus on 
volume growth in the independent sector 
has been offset by our multi-year journey 
to transition away from larger low-margin 
logistic type activities. 

Our decentralised business 
model, low-gearing and 
entrepreneurial management 
teams have demonstrated 
we are able to withstand 
the vagaries of markets 
and unanticipated crises.

Non-IFRS 16 net debt at R5,6 billion 
(2019: R4,7 billion) has increased, 
however, this is distorted as a result of 
the significant rand depreciation against 
most currencies by year end. In hard 
currencies, our net debt is slightly 
better than June 2019 at £261,5 million 
compared to £265,1 million last year. 
This excellent result was achieved by a 
much-improved working capital position 
due to managing cash flows on an 
aggressive basis throughout the COVID 
crisis. Continuing operations net debt to 
EBITDA of 1,0 times (2019: 0,6 times) 
evidences that the group retains 
substantial headroom to weather 
the current crisis and accommodate 
expansion opportunities, both organic and 
acquisitive. Net debt to EBITDAC was 
0,8 times which is not materially worse 
than that achieved in the prior year.

Cash generation 
excellent
Free cash flow from continuing operations 
for the year was excellent at R3,0 billion 
(2019: R1,2 billion) driven by good working 
capital management despite elevated 
investing activities.

Cash generated by operations before 
working capital absorption was 
R7,2 billion, pleasingly only a small 
decline of 10,4% over 2019. The cash 
conversion rate before working capital 
over trading profit was significant at 
173%, which compares to 120% last year.

The monthly average net working capital 
days remained flat at around 13 days 
(calculated on a 13-month rolling average 
basis), despite the impacts of the COVID 
crisis in the last quarter of the year. 
Significant focus on working capital, not 
only from the onset of the COVID crisis but 
in the first half of the financial year, ensured 
good generation of R1,2 billion, a large 
improvement on the R1,4 billion utilised 
in the comparative year. Receivables 
declined with the focus on collections, 
inventory levels were slightly higher, with 
payables declining as we worked with our 
suppliers during the COVID shutdown.

The working capital cycle will normalise 
as activity levels stabilise, however this is 
monitored closely, specifically as direct-to-
source importing activities are increasing 
across the group. This activity lengthens 
the supply chain but delivers a positive 
impact on Own Brand and value-add 

Gross profit percentage increased to 
24,1% (2019: 23,9%), which has enabled 
the group to trade through the higher cost 
base. For the last quarter of the financial 
year, the gross profit percentage was 
higher at 25,5% against the comparative 
quarter of 25,1% despite the additional 
COVID-related inventory costs of 
R248 million. This is largely attributable 
to the quicker recovery in the independent 
customer sector of our markets as 
compared to the national account sector.

The group’s overall cost of doing business 
(operating costs excluding the IFRS 16 
impact but including the additional 
one-off COVID-related expenses) 
increased to 20,9% (2019: 18,7%), 
not a true representation of the cost-
saving efforts undertaken by the group’s 
operations in the last quarter following 
on from the decline in sales. 

The group made EBITDAC (earnings 
before interest, tax, depreciation and 
amortisation and COVID-related costs) 
equivalent to 5,7% of revenue, compared 
to 6,2% in 2019. The additional COVID 
costs, relating to abnormal receivables 
provisioning, inventory obsolescence and 
restructuring costs of R1,5 billion for the 
year, was all incurred in the last quarter.

Not all of our businesses entered the 
crisis in as strong a market position as 
we would have liked and in order to ensure 
their long-term success, we restructured 
the UK’s Bidfresh operations, Guzmán 
in Spain and Pier 7 in Germany. This was 
to facilitate simplification and refocus 
on core competencies and markets.

Group trading profit after COVID costs 
declined by 37,6% to R4,2 billion (2019: 
R6,7 billion). Excluding the impacts of 
IFRS 16, like-for-like trading profit margin 
was 3,2% (2019: 5,2%).

Net finance charges excluding the impact 
of IFRS 16 implementation was 
19,2% higher at R340,9 million 
(2019: R285,9 million), driven up by rising 
Asian base rates, pockets of weaker asset 
management in the earlier part of the 
financial year and some acquisitive activity 
now fully in the base. Non-IFRS 16 trading 
profit interest cover is still at a healthy 
11,3 times (2019: 23,3 times) despite 
the impacts of the COVID crisis.

The overall tax rate (excluding associate 
income and capital items) is slightly higher 
at 26,1%. Assuming a normalised mix of 
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The 2020 financial year has been 
somewhat pleasing for the group, firstly 
in respect of overall performance for the 
first eight months and secondly in respect 
of resilience and financial strength of 
the business model with the onset of 
the COVID pandemic for the latter part. 
The full impact of the COVID economic 
crisis became evident from late March 
onwards, severely impacting group sales 
for the last quarter of the financial year, 
which declined by 27,6% against the 
comparative quarter. The extent of the 
crisis is best reflected that in the week 
ended April 5, group sales reached a 
low of 37% versus the corresponding 
week in 2019 but did recover to 71% 
of the corresponding weekly sales for the 
last week in June. This improving trend 
has continued into the start of 2021.

Bidcorp’s headline earnings per share 
(HEPS) from continuing operations, 
post the introduction of IFRS 16 Leases, 
decreased by 48,6% to 741,3 cents per 
share (2019: 1 443,6 cents), with 
basic earnings per share (EPS) from 
continuing operations decreasing by 
68,1% to 463,5 cents per share 
(2019: 1 451,0 cents). On a like-for-like 
basis excluding the impacts of IFRS 16, 
HEPS decreased by 50%. Currency 
volatility increased dramatically in the 
second half of the financial year and 
positively impacted the rand-translated 
results by 2,3%.
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product opportunities. We remain 
conscious of holding onto working capital 
gains achieved through the slowdown but 
recognise as customers grow, so will 
their credit requirements. We will remain 
focused on managing our working 
capital aggressively within the bounds 
of prevailing market conditions.

Net investments in property, plant 
and equipment of R2,5 billion (2019: 
R2,8 billion) remained elevated, but 
necessary for anticipated organic growth. 
Most of the capital expenditure was 
already committed before the onset of the 
COVID crisis but is anticipated to reduce 
significantly in the year ahead. 

Liquidity management
Liquidity management remains an 
important imperative, no more so than 
over the last quarter of the financial year. 
With the onset of the COVID crisis, our 
priority was to make sure that in our 
decentralised environment, our operations 
had sufficient liquidity and headroom for 
their immediate requirements, in their 
respective geographies. 

As of June 2020, the group had cash 
and cash equivalents of R7,0 billion 
(£328,7 million), gross borrowings of 
R12,6 billion (£590,1 million) of which 
R8,0 billion is short term and total 
headroom facilities of R13,1 billion 
(£611,5 million). A portion of our short-
term funding was raised as optionality 
to ensure the group could weather the 
COVID crisis. Of gross borrowings 
36% extend beyond June 2021. 
The weighted average interest rate on 
foreign borrowings is at 2,1% compared 
to 2,6% last year, the benefits of which will 
be evident in 2021.

The group’s policy to 
provide a strong capital 
base allows us to maintain 
investor, creditor and 
market confidence, as 
well as to sustain future 
development. 

Our principal loan covenant limits are net 
debt-to-EBITDA of no more than 2,5 times 
and interest cover of no less than 
5,0 times (both excluding the impacts of 
IFRS 16). Compliance with the group’s 
biannual debt covenants is monitored 
monthly and formally reported at 
December 31 and June 30. 

In terms of solvency, our debt-to-equity 
ratio is 20%, up from last year’s 16% and 
more a function of slightly higher net debt 
levels than equity. Trading profit interest 
cover remains at a comfortable 11,3 times 
(2019: 23,3 times).

Sustainable progress 
is key
The need to sustain our licence to operate 
ethically in the modern world means 
responding to the needs of all 
stakeholders. Each stakeholder is essential 
to our existence and we are committed 
to delivering value to all those that have 
an impact on our business, both internally 
and externally. These include contributions 
by way of innovations, community 
donations both in terms of money 
and commitments, workplace accord, 
employee training and development, 
enhancing supplier and other partnerships, 
as well as many other activities that define 
our value creation proposition.

Shareholder returns by way of cash 
distribution and capital growth will, 
however, remain a commanding beacon, 
and we will continue to manage the 
business in a way that enhances this 
objective. We see it as a measure of 
our success.

Continuing to invest in modern and 
energy-efficient infrastructure is important 
as Bidcorp continues to drive the 
minimisation of our environmental footprint 
as well as creating capacity to cater for 
future growth. Our gross capital 
expenditure over revenue was 
approximately 2,4%, which approximates 
that spent in 2019. 

The strategy and intention of continuing 
our successful bolt-on acquisition 
programme remains an imperative. 
Current market conditions are expected to 
present fertile ground to take advantage 
of a number of opportunities within the key 
regions in which we operate, but these will 
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Long-term rewards align the objectives 
of management, shareholders and other 
stakeholders for a sustainable period.

Because of the COVID crisis, financial 
performance at every business in the 
group has been negatively impacted, 
some more severely than others. Global 
equity markets, including Bidcorp’s share 
price, have also been adversely impacted.

The board of directors, senior 
management and many other staff 
members across the group took voluntary 
pay cuts of up to 30% as a commitment 
to ensuring the immediate survival of 
their businesses and the group overall. 
No short-term performance bonuses 
have been paid in relation to the 
2020 financial year.

Accordingly, the long-term rewards made 
to senior management currently have 
little, or no value, increasing the risk 
that Bidcorp doesn’t have adequate 
incentivisation mechanisms in place for 
senior management, and the “lock-in” 
through these long-term rewards had 
fallen away. To retain and motivate senior 
management going forward, the 
CSP scheme was extended to senior 
management to replace the previous 
SAR plan.

Share-based payment costs overall 
declined to R100,8 million (2019: 
R114,5 million) as the full cycle of 
share-incentive rewards to staff are 
now in the base.

Financial risk 
management measures
Bidcorp’s debt is currency-matched to the 
underlying assets, which provides a natural 
hedge across the group. The significance 
of this was made more relevant than ever 
through the COVID crisis, considering our 
geographic spread of currency exposure 
risk. No foreign currency gains or losses 
were incurred by the group despite 
extreme exchange rate movements over 
the last quarter of the financial year.

The group also incurs currency risk 
because of purchases and sales which are 
denominated in a currency other than that 
businesses functional currency. Group 
entities are required to hedge all foreign 
currency denominated trade receivables 
and trade payables resulting from sales 
and purchases.

only be pursued when it is clear these are 
value-adding and will achieve the group’s 
targeted returns.

Our return on funds employed (ROFE) 
remains an important metric by which the 
group performance is evaluated. Due to 
the rapid decline in profitability over the 
last quarter which couldn’t be matched 
by the operating assets reduction, 
returns declined markedly to 16,1% 
(2019: 36,3%), however our group 
benchmark target of 35% ROFE is 
an achievable goal post the crisis.

Distribution policy
Our dividend policy of 2,5 times headline 
earnings cover remains intact, however, 
we have incrementally been lowering the 
cover over the past few years. No final 
cash dividend was declared due to the 
impact of the COVID pandemic on 
the second half performance. However, 
the total dividend for the year of 
330,0 cents per share, a 48,4% decline 
on last year’s total dividend, equates 
to 2,25 times cover.

We are continually focused 
on the need to maintain 
an appropriate balance 
between the higher 
shareholder returns that 
may be possible with higher 
levels of gearing and the 
prudence afforded by a 
sound capital position. 

Ultimately, our prudence has afforded us 
with the headroom to see out the impacts 
of the COVID pandemic which will also 
enable us to take advantage of growth 
opportunities.

Driving recovery and 
long-term performance
Short-term reward systems at a local level 
are varied and are determined by the 
achievement of realistic profit and return 
targets together with an individual’s 
personal contribution to the growth 
and development of their business. 

Additionally, the mix of fixed (long-term 
funding) and floating interest rates 
(short-term funding) is another area where 
we focus on mitigating interest rate risk 
elements that may arise. 

Accounting policy 
changes
Our group financial statements are 
prepared in accordance with IFRS. 
As noted previously, interpreting IFRS 
is complicated and is being made even 
more complex by the continual updates 
to various standards. Interpretations of 
IFRS standards and application thereof 
can be divergent between audit firms. 
As demonstrated with the COVID crisis, 
the key measure that really matters to 
business is cash and cash flows. 
IFRS over-complicates the reporting 
requirements for the businesses and 
simplification and consistency, to enable 
the key user of the annual financial 
statements, the shareholder, to better 
understand the true financial performance, 
would be welcomed.

The new IFRS 16 leasing standard was 
adopted with effect from July 1 2019. 
The impact of the new IFRS 16 change 
has been significant in terms of both 
assets and liabilities. The impact on 
earnings is relatively small and is now 
in the base going forward. The adoption 
of IFRS 16 shows that we own 70% of our 
strategic properties and 82% of our 
vehicles and allows comparative analysis 
between us and our peers in determining 
returns to shareholders.

BIDCORP GROUP CASH FLOWS (£ million) 
MARCH – AUGUST 2020 

AprilMarch May June July August

2019

2020
(200)

(250)

(300)

(350)

(400)

(450)

#1

#2

#1 Maintained cash levels over the strict lockdown periods.
#2 Cash generation linked with the improvement in the sales improvements from week-to-week. All 

our businesses have continued operating in each geography; however each country is at a 
different stage of the COVID pandemic.
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Chief financial officer’s report continued

Year-end audit
A significant challenge under the global 
COVID lockdowns was the planning, 
preparation, execution and audit of the 
year-end reporting process, particularly 
with remote working and limited face-to-
face engagement between teams. Our 
philosophy was that although disruptive, 
the COVID pandemic shouldn’t derail 
our normal reporting and governance 
processes, and we opted to stick to our 
original reporting timetable and not to 
extend it. 

Thanks to our finance teams around the 
world who demonstrated exceptional 
commitment and innovation, strict 
reporting deadlines were met. 
PricewaterhouseCoopers Inc., our group 
auditors, likewise responded to the 
challenge and met their auditing 
requirements within our original deadlines. 

We thank their teams worldwide and 
particularly the group team in getting the 
process completed, despite the additional 
regulatory requirements imposed on them 
due to the circumstances.

Governance and risk
The group and five divisional audit and 
risk committees are chaired by an 
independent non-executive director, 
Mrs Helen Wiseman, who has unrestricted 
access to management and information. 
Attendance is open to any member of 
the board seeking to gain deeper insight 
into an issue or business. This provides 
independent scrutiny of the group’s 
operations and management. Each 
business is subject to the same quarterly 
review, which provides assurance that 
group standards are adhered to. 

We remain committed to 
a balance between not 
overburdening operations 
with governance 
requirements and providing 
an enabling environment 
where the in-country 
management teams are 
focused on day-to-day 
operations.

STRONG FINANCIAL BASE TO  

SUPPORT LONG-TERM REAL GROWTH  
IN HOME CURRENCIES

Our decentralised structure helps mitigate 
risk through our geographical spread 
and economic diversification. Significant 
responsibility and accountability is 
devolved to local management teams who 
are driven by sustainable ESG business 
practices and have integrated these 
functions into their business-as-usual 
deliverable. 

Food is a heavily regulated industry and 
food safety and healthy eating are 
non-negotiables for consumers and 
regulators alike. We require strict 
adherence to the highest standards 
of food quality and integrity. 

Cybersecurity and data privacy are 
prioritised in all environments, now more 
than ever as the risk of a cyber breach is 
heightened in our new remote working 
environment. The primary risk in cyber 
breaches is the human element, and so 
ongoing training, awareness programmes, 
and ethical phishing tests are now a part 
of our standard procedures. 

I am confident that in our decentralised 
operating environment, our structure and 
processes provide effective assurance 
that we are well positioned in terms of 
governance and risk to ensure ongoing 
compliance, effective financial 
accountability and risk mitigation actions.

Communication
Bidcorp was for the second year in a row 
the winner of the investor communication 
award for the JSE’s Industrial-Services 
Sector as adjudicated by the South African 
Investment Analysts Society. The award is 
in recognition of those companies that 
have demonstrated effective investor 
communication across the various 
channels, throughout the year. 

The adoption of MiFID II a few years ago 
and the consequential exit of many 
experienced sell side analysts, meant that 
companies themselves have to fill the 
coverage gap, providing pertinent and 
timeous information to the investor base, 
a journey that Bidcorp has been on for 
a number of years. The award is gratifying 
as we continue to build investor trust by 
delivering relevant, transparent and timely 
information to our stakeholders.

As a very small corporate team, we rely on 
a few outsourced providers to assist us in 
this process, one of whom, Lynden Wright, 
passed away in the year. I would like to 
acknowledge Lynden’s contribution to 
Bidcorp over the past number of years; 
he will be missed.

Appreciation and 
the future
The COVID crisis has tested the resilience 
of all our management teams but no more 
so than the finance teams both at the 
centre and in our global operations. I wish 
to extend my sincere appreciation to all for 
demonstrating that the Bidcorp spirit is 
alive and well. We have demonstrated 
that we have the determination and 
wherewithal to withstand any crisis. 

To our group audit and risk committee 
members, our internal auditors and 
everyone else involved in Bidcorp’s 
financial operating and reporting 
processes, your efforts are greatly 
appreciated.

The group’s financial base remains 
supportive of the strategy to deliver 
long-term real growth in home currencies 
despite the COVID crisis having derailed 
this temporarily. Going forward, our 

objective to generate above-average 
returns in each of our businesses, 
notwithstanding macro-considerations, 
and short-term volatility in various markets, 
remains firmly intact.

The group’s financial position provides 
us with the resources to be able to 
fund organic and acquisitive growth 
however we will be judicious in taking up 
opportunities in the post-COVID world. 

The fundamental demographics and 
industry drivers of our global foodservice 
markets remain positive albeit needing a 
little time to recover following on recent 
devastation. Our decentralised business 
model, low-gearing and entrepreneurial 
management teams have demonstrated 
we are able to withstand the vagaries 
of markets and unanticipated crises 
throughout the 35 different countries, 
and across the 20 different currencies, 
in which we operate.

David Cleasby
Chief financial officer

Bidfood UK truck delivers to  
Howick Hall Gardens
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