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For moms around the world, Pioneer Foods is 
the food and beverage company that develops 
and delivers products that help them and their 
families realise their full potential and live better 
lives through Pioneer Foods’ quest and purpose 
to consistently establish new and enhanced 
ways of producing, distributing, marketing and 
selling products.

OUR VISION

To be the leading African fast-

moving consumer goods (FMCG) 

company.

OUR MISSION

We believe in nourishing lives 

with trusted, well-loved brands, 

empowering families to get more 

out of life.

OUR VALUES

Integrity: Being ethical, transparent and honest

Empowerment: Enabling our people to grow, 

excel and realise their full potential

Passion: Relentlessly pursuing excellence

Accountability: Putting action to words while 

displaying commitment to the Pioneer Foods brand

Consumer and customer focus: Prioritising 

customers and consumers by building relationships 

and striving to exceed our customers’ and consumers’ 

expectations

Teamwork: Collaborating to optimise efficiencies 

across businesses
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ABOUT THIS REPORT

Reporting approach

In compiling this report, we have considered information included 

in previous reports, legislative reporting requirements and the 

International Integrated Reporting Council’s (IIRC) Framework. 

Other reporting frameworks applied include:

• King IV Report on Corporate Governance™ for South Africa, 

2016 (King IV™)

• JSE Listings Requirements

• International Financial Reporting Standards (IFRS)

• Companies Act, Act 71 of 2008, as amended

• Department of Trade and Industry’s (dti) BBBEE Codes of 

Good Practice

• IIRC Framework

In line with the IIRC <IR> Framework, Pioneer Foods considers 

the six capitals in developing the content of this report. The six 

capitals provide an effective mechanism to test the Group’s 

assumptions about realising potential, which enables Pioneer 

Foods to analyse how it uses, transforms, renews or creates 

resources and relationships.

Report content was determined by applying the principle of 

materiality. The risk process integrated through all divisions and 

functions, formed the basis of the materiality process. Matters 

that substantively affect Pioneer Foods’ ability to realise long-term 

potential are addressed in this report.

The summarised consolidated financial statements for the financial year can 
be found on page 145.

This integrated report and a complete set of annual financial 

statements are available on the Group’s corporate website at  

www.pioneerfoods.co.za. The integrated report can also be 

requested in print format from the company secretary, Jay-Ann 

Jacobs (Jay-Ann.Jacobs@pioneerfoods.co.za).

Assurance

Pioneer Foods follows a combined assurance model to optimise the 

assurance coverage obtained from management, as well as from 

internal and external assurance providers. The Group’s combined 

assurance methodology is used to assess the effectiveness of 

controls and mitigating factors implemented across Pioneer Foods. 

These assessments are used to inform a continuous improvement 

process.

Scope and boundary

This integrated report covers the South African and 

international operations of Pioneer Food Group 

Ltd (Pioneer Foods) or (the Group) for the financial 

year from 1 October 2017 to 30 September 2018. 

The report addresses a comprehensive range of 

financial and non-financial information to enable 

stakeholders to make informed decisions about 

the Group’s past performance and future strategies.

The report covers Pioneer Foods’ three operational divisions, 

consisting of Essential Foods, Groceries and International. 

Results from the equity-accounted joint venture investments 

based in South Africa, Botswana, Kenya and Namibia do not 

form part of the segmental results.

This report’s content remains inclusive of the financial 

performance, social and environmental initiatives and 

governance structures that underpin Pioneer Foods’ ability to 

create value in the short, medium and long term.

As the bulk of Pioneer Foods’ activities take place in South 

Africa, reporting on these operations will dominate this 

report. Nevertheless, as a 16% contributor to the Group’s 

revenues, our international operations are thoroughly covered. 

Non-financial indicators relate to South African operations 

and exclude those in the UK and Nigeria, unless specifically 

indicated otherwise.
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BUSINESS PROCESS ASSURANCE IN THIS REPORT

Nature of assurance:

External audit and internal audit

Provider:

NSF (Food Safety) and Deloitte

Internal controls, including food safety

The scope of this audit is limited 

to information contained in the 

annual financial statements.

Annual financial statements Nature of assurance:

External audit

Provider:

PricewaterhouseCoopers Inc.

Non-financial data included 

in the scope of EY’s limited 

assurance engagement is 

indicated with an LA symbol 

in this report.

Creating sustainable value 

report, page 75.

Non-financial data Nature of assurance:

External assurance

Provider:

EY

Transformation in the creating 

sustainable value report,  

page 86.

BBBEE Nature of assurance:

External verification

Provider:

Empowerdex

Risk management, page 40.

Report of the audit committee 

on page 3 of the annual 

financial statements.

Risk control programme Nature of assurance:

External audit

Provider:

Marsh

Creating sustainable value 

report, page 75.
Health and safety standards

The full list of health and safety standards 
is available on Pioneer Foods’ website.

HACCP (Hazard analysis and critical control points)

FSSC 22000 and BRC (International Food Safety)

ISO 14001 (Environmental management)

ISO 18001 (Occupational Health and Safety)

ISO 9001 (Quality management) – selected elements

Nature of assurance:

External verification

Provider:

NOSA (National Occupational 

Safety Association)

Nature of assurance:

External verification

Provider:

Eco Impact 

Forward-looking statements

All statements, other than those of historical facts, included in 

this report are forward-looking statements. Where the Group 

expresses or implies an expectation or belief as to future events 

or results, such expectation or belief is expressed in good faith 

and believed to have a reasonable basis. However, forward-looking 

statements are subject to risks, uncertainties and other factors 

that could cause actual results to differ materially from future 

results expressed, projected or implied by such forward-looking 

statements. Such risks include, but are not limited to, commodity 

price volatility, currency fluctuations, increased production costs, 

political and operational risks in the countries in which the Group 

operates, governmental regulation and judicial outcomes. Pioneer 

Foods gives no guarantees or warranties that any of the future 

events, expectations or results referred to in the forward-looking 

statements will happen or materialise. The Group is under no 

obligation to release publicly any revisions to forward-looking 

statements reflecting events and circumstances after the date of 

this report, or to reflect the occurrence of unanticipated events, 

except as may be required under applicable securities laws.

Board approval

The Board, assisted by the audit committee, is responsible for the 

integrity and completeness of this report. The Board reviewed the 

2018 integrated report on 15 November 2018 and is satisfied that 

it is a fair and accurate representation of the Group’s performance 

and future prospects.
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“SASKO BELIEVES THAT LIFE 
SHOULD TASTE GREAT  AND 
THIS IS AT THE HEART OF 
EVERYTHING WE DO!”

Every day SASKO bread is delivered to millions of 

South Africans. From the very first loaf we baked in 1930, 

we have been sourcing, mixing and milling our very 

own flour so we can bring you locally baked bread of the 

highest quality. 

Our expert bakers ensure that each soft, delicious slice 

is packed full of nutrition, giving every energy-filled bite 

a touch of greatness. 

SASKO uses only the finest ingredients, milled, mixed and 

baked to perfection. Because SASKO has been around 

for more than 80 years, it understands the importance of 

giving South Africans the sustenance they need without 

compromising on taste. Combined with a national network 

of world-class bakeries & mills all across South Africa, we 

ensure that you can enjoy locally made, superior quality 

goods every day.

With complementary flour & bread categories and such 

rich heritage and history SASKO is definitely ‘the baking 

expert brand to be trusted’. We cater to every kind of 

taste and type and make sure that everyone is inspired 

to bake only the best cakes, muffins, scones, pancakes, 

and so much more.

At the forefront of baking and innovation, we’re always 

looking to improve our brand with the best methods. Our 

dedicated research and development department ensures 

that only the most advanced baking processes and milling 

techniques are adhered to – using the latest technology 

and equipment. The results shine through in soft, delicious 

slices of bread and consistently soft and fluffy flour that 

give every tasty, energy-filled bite a touch of greatness. 

With SASKO in your basket, life really does taste great!
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R20.2bn  

REVENUE
2017: R19.6 billion

R1.032bn  

ADJUSTED HEADLINE 
EARNINGS
2017: R0.823 billion

365 cents
TOTAL DIVIDEND  
PER SHARE
2017: 365 cents

R1.6bn  

ADJUSTED  
OPERATING PROFIT
2017: R1.28 billion

HIGHLIGHTS

R915m  

ESSENTIAL FOODS 
OPERATING PROFIT
2017: R800 million

R419m  

GROCERIES 
OPERATING PROFIT
2017: R357 million

R285m  

INTERNATIONAL 
OPERATING PROFIT
2017: R122 million
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1.8 million m3 LA  

WATER CONSUMPTION
2017: 1.9 million m3

R626m
INFRASTRUCTURE INVESTMENTS
2017: R960 million

8 531LA

PERMANENT EMPLOYEES
(excl. Heinz and UK/Nigeria and  

8 971 incl. Heinz, exc. UK/Nigeria)

2017: 8 600

R12.1m  

CSI SPEND
2017: R9.6 million

R26.2m  

SKILLS DEVELOPMENT INVESTMENT
2017: R24.9 million

R44.5m  

ENTERPRISE SUPPLIER DEVELOPMENT 
ESD FUNDING
2017: R23.3 million
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A BRIEF PROFILE
Pioneer Foods is one of the largest FMCG companies in South Africa, with a market capitalisation of R21.5 billion at 

30 September 2018. The Group operates a number of world-class facilities, producing and distributing a range of food 

and beverage products that include some of the most recognisable and best-loved brand names in South Africa. 

Pioneer Foods was established in 1997 and listed on the Johannesburg Stock Exchange (JSE) in 2008.

THE GROUP HAS THREE MAIN DIVISIONS:

GROCERIES

OTHER BRANDS

• ProNutro

• Werda

• Moir’s

• Smash

• Marmite

• Maizena

• Bovril

• Fruitree

• Redro

• Wild Island

• Peck’s Anchovette

• Daly’s

PRODUCT 
CATEGORIES

• Breakfast cereals

• Dried fruit

• Baking aids

• Desserts

• Meals and salads

• Spreads

• Base flavours

• Nuts

• Snack bars

• Rusks

• Condiments

• Frozen foods

POWER BRANDS

• Bokomo

• LiquiFruit

• Weet-Bix

• Ceres

• Safari

Groceries produces breakfast cereals, rusks, cake 

mixes, baking aids, dried fruit products, nuts, sweet 

and savoury spreads, processed salads, long-life fruit 

juices, fruit concentrate mixtures, dairy fruit blends, 

condiments and frozen foods.

NEW BRANDS

• Wellington’s

• John West

• Today

• Mama’s

• Big Jack

• Heinz

R5.1bn
REVENUE
2017: R4.4bn

R419m 
OPERATING PROFIT
2017: R357m

8.2%
OPERATING MARGIN
2017: 8.1%

OTHER BRANDS

• Select Rice

• Nice Rice

• Blue Bird

• Champion

• Pasta Grande

• lmbo

• Crossbow

PRODUCT 
CATEGORIES

• Wheat flour products

• Baked goods

• Maize products

• Pasta

• Rice

• Dried vegetables

POWER BRANDS

• Sasko

• White Star

• Spekko

Essential Foods manufactures wheat, maize and pasta 

products, rice, beans and other dried vegetables, and 

runs large bakery operations.

ESSENTIAL FOODS

R11.9bn
REVENUE
2017: R12.5bn

R915m 
OPERATING PROFIT
2017:R800m

7.7%
OPERATING MARGIN
2017: 6.4%



9PIONEER FOODS INTEGRATED REPORT 2018

 
GROUP AT 
A GLANCE

 
LEADERSHIP  
MESSAGES

 
STRATEGIC 

FOCUS

 
OPERATIONAL 

REVIEW

CREATING 
SUSTAINABLE 

VALUE

 
CORPORATE 

GOVERNANCE

 
REMUNERATION 

REPORT

 
FINANCIAL 

STATEMENTS
ADMINISTRATION

OPERATING FOOTPRINT

The Group operates mainly in South Africa, 
providing wholesale, retail and informal 
trade customers with products of a 
consistently high standard. Pioneer Foods 
exports to around 88 countries across the 
globe through local strategic partners and 
brand custodians.

• ALGERIA

• NIGERIA

• GHANA

• MOZAMBIQUE

• ZAMBIA

• ZIMBABWE

• BOTSWANA

• NAMIBIA

• MAURITIUS

• DEMOCRATIC REPUBLIC OF CONGO

• NORTH AMERICA

• GERMANY

• SWITZERLAND

• THE NETHERLANDS

• FRANCE

• UNITED KINGDOM

• AUSTRALIA

• NEW ZEALAND

• CHINA

• SOUTH KOREA

• PHILIPPINES

• JAPAN

INTERNATIONAL

OTHER BRANDS

• Fruitree

• Champion

• Moir’s

UK BRANDS

• Fruit Bowl

• Lizi’s

NIGERIA BRANDS

• Butterfield

• YumYum

PRODUCT 
CATEGORIES

• Long-life juices

• Dried fruit

• Kids’ fruit snacking

• Breakfast cereals

• Baking ingredients

• Maize meal

POWER BRANDS

• Bokomo

• Ceres

• Safari

• White Star

• LiquiFruit

International is primarily structured around an export 

business model which is managed across two channels, 

namely Africa and Rest of the World. This division also 

incorporates the Group’s fruit operations, the wholly-

owned Bokomo Foods UK business, as well as the 

majority-owned Nigerian operation.

R3.2bn
REVENUE
2017: R2.7bn

R285m 
OPERATING PROFIT
2017: R122m

9.0%
OPERATING MARGIN
2017: 4.5%
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OPERATING CONTEXT

We analyse the environments where we operate to determine which 

risks and opportunities will most impact Pioneer Foods’ ability to create 

value in the short, medium and long term.

RESOURCES WE RELY ON

Resources flow through Pioneer Foods in the form of the six identified 

capitals, being our financial, human, intellectual, social and relationship, 

natural and manufactured capitals. Management decides how these capitals 

should be mixed and allocated to ongoing operations and new projects.

STAKEHOLDERS

Our relationships with people, suppliers and communities are our 

strategic differentiators. The quality of these relationships and the issues 

raised by stakeholders inform our assessment of risks and opportunities.

OUR VALUE CREATION STORY
A truly integrated report shows the flow of strategising and decision-making that leads to value being created 

for shareholders, people and communities.

RISKS AND 
OPPORTUNITIES

Having identified Pioneer 

Foods’ risks and opportunities, 

we decide on responses 

to minimise each risk and 

maximise each opportunity. 

Risks are ranked in terms of 

their potential impacts on the 

Group. Identified opportunities 

are carefully assessed against 

the board-approved risk 

appetite. Depending on the 

operating context and our 

risk appetite, opportunities 

will be engaged.

1 2 3

ANALYSE

• Operating 

context

• Resources 

we rely on

• Stakeholder 

feedback

IDENTIFY

Risks and 

opportunities

PLAN

Incorporate 

into strategic 

objectives

By outlining the steps through which Pioneer Foods creates value, we intend to provide sufficient information for investors 

and stakeholders to logically evaluate our current and future prospects. Embedding integrated thinking in an organisation 

supports an in-depth understanding of all factors impacting our ability to create sustainable value for our stakeholders. 

Integrated thinking enables us to continuously adjust for fast-moving trends and environments.

Pioneer Foods remains 

focused on being the 

leading African FMCG 

company. We believe 

in nourishing lives 

with trusted, 

well-loved brands, 

empowering families 

to get more out of life.

Consumer  
and customer 

focus
Empowerment

Accountability Teamwork

Passion Integrity

O
U

R
 C

O
R

E
 V

A
L
U

E
S

 A
R

E
:

VISION AND VALUES 

Backed by excellent management, motivated 

employees and world-class facilities.
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Shape a winning 
corporate portfolio

Focus on building  
our power brands

Reset the cost base and 
step up productivity

Embed strategic 
customer management

Build high-performing 
teams

Adopt sustainability best 
practices in all we do

STRATEGY

Pioneer Foods takes a pragmatic and risk-informed approach to growth, 

based on a solid balance sheet and constant enhancement of our 

management capacity and systems. To remain sustainable, we pay close 

attention to our performance, compliance and community relationships. 

Our strategic initiatives are grouped into six strategic pillars, namely:

VALUE 
CREATION

STRATEGY
MATERIAL 
MATTERS

MATERIAL MATTERS

Pioneer Foods utilises a process to identify the economic, 

environmental and social matters that management 

believes could most substantively impact the Group’s 

ability to create value. We consider various internal and 

external influences when prioritising each matter:

Demand environment

Capacity to grow

Cost pressure

Brand strength

Political uncertainty

Good corporate citizenship

Food safety

Pioneer Foods offers consumers a choice 

of food and beverage products produced 

as responsibly as possible – with the aim 

of realising sustainable food security.

Pioneer Foods creates value from its core 

business activities of strategic sourcing, 

production, marketing, selling and 

distribution of a diverse range of food 

and beverage products in collaboration 

with a network of producers, business 

partners and service providers.

Pioneer Foods’ governance policies and 

procedures maintain a balance between 

business outcomes and stakeholder 

interests. Good corporate governance 

ensures that practices and processes 

support Pioneer Foods’ commitment 

to excellence and responsible corporate 

citizenship. Therefore, sound governance 

principles are embedded in all aspects 

of the business.

Governance

Business activities and services 
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• Economic difficulties to continue

• Investor confidence in South Africa set to remain low

• South African consumers under increasing pressure

• Public service delivery by state-owned enterprises, as 

well as local councils, becoming more problematic

• State-owned enterprises are a growing financial 

burden with debt levels set to increase

• South Africa’s GDP growth rate will remain low

• National elections in 2019 may influence policy

• Land reform creates uncertainty for 

potential investors

• Continuing pressure on price

• E-commerce is growing and gaining share against 

traditional retail

• Governments promoting consumer well-being 

and sustainability

• Growing international awareness of plastic 

pollution and waste

• Pressure to reduce consumption of salt and sugar

• Global M&A activity is high and expected 

to continue

• Greater public scrutiny on listed companies 

not limited to financial performance, with 

governance and sustainability also considered

Many economies, including South Africa’s, remain in a low growth phase. The optimism 

created by the political change has not yet converted into any positive economic 

activity. A challenging macroeconomic and market environment impacts consumer 

disposable income which as a consequence puts pressure on revenue growth and the 

ability to recover operating cost increases from the consumer. These price and volume 

constraints could pressurise margins of consumer goods businesses.

Weak demand and margins could prompt mergers and acquisitions (M&A) of consumer goods businesses, 

though opportunities are few and far between in South Africa.

South Africa’s current economic and political challenges require Pioneer Foods to pay fresh attention to cost 

efficiencies and revenue growth. Agile and diversified companies are able to take advantage of opportunities 

that may arise in the current volatile inflationary environment. Although relatively high risk, most African 

economies are growing steadily and expanding their consumer populations. Africa is urbanising faster than 

any other region globally.

OPERATING ENVIRONMENT

MACRO GLOBAL 
TRENDS

MACRO CONTEXT 
FOR SOUTH 

AFRICAN MARKETS
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MACRO CONTEXT 
FOR AFRICAN AND 
OFFSHORE MARKETS

FOCUSING ON 
CONSUMER GOODS

• Craft and ‘authentically’ positioned 

companies and new entrants are gaining 

market share

• Channels are blurring as digital 

influence grows

• Increased focus on innovation in products 

and marketing

• Market players are seeking transformative 

and bolt-on acquisitions for growth 

and building capability

Consumers are seeking out and fuelling the growth of cheaper 

private label products as well as niche brands in the current low 

growth environment. This presents risk as well as opportunities.

Growing consumer awareness is requiring corporates to be 

environmentally responsible, engage with health and wellness 

trends and to be transparent and trustworthy citizens.

The South African competitor and customer set is well-developed 

and capable of competing for share of, and participation in, 

consumer spend. Certain major local retailers are limiting in-store 

selections and inventory levels, which passes the competitive 

pressure to suppliers.

• Zambia, Angola and Mozambique 

showing moderate growth, despite 

ongoing structural weakness

• Zimbabwean socio-economic 

situation deteriorating

• Kenya and Nigeria recording stronger 

growth, but political and economic 

uncertainties persist

• UK and Europe expect modest 

growth, with inflation subduing 

consumer spending
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KEY RELATIONSHIPS

Our stakeholders

Pioneer Foods recognises that effective stakeholder engagement is the basis for good corporate governance. 

We are committed to the stakeholder inclusive approach recommended by King IV™. The Group’s approach 

is guided by a stakeholder relations policy, which recognises that social, economic and environmental interest 

are integral to the success of the business. We monitor the media constantly for any coverage that may impact 

reputational risk.

OUR KEY STAKEHOLDER ENGAGEMENTS ARE:

SHAREHOLDERS 
AND INVESTORS

TOUCH POINT 

We facilitate regular engagement and 

consistent communication with shareholders, 

investors and analysts.

VALUE CREATION

We provide information to help investors 

make informed decisions regarding our 

investment.

CUSTOMERS AND 
CONSUMERS

TOUCH POINT 

We communicate with customers and 

consumers through forums, one-on-one 

interaction, advertising, corporate and brand 

websites, social media platforms, the 

customer care centre and shopper marketing.

VALUE CREATION

Consumer trust is shown by the take-up 

of our brands and products. We work 

constantly on consumer dynamics to 

improve inputs throughout the value chain.

EMPLOYEES

TOUCH POINT 

We have more than 8 971, full-time employees 

including the newly acquired Heinz Foods SA 

business, located across South Africa, as well 

as 314 in Nigeria and another 371 in the UK. 

Employee-related focus areas cover 

remuneration, training and safety initiatives. 

Engagement platforms include intranet, 

email and desktop screensavers, newsletters, 

surveys, face-to-face briefings, management 

presentations, conferences, forums, 

per-formance appraisals and bulletin boards.

VALUE CREATION

We create value for employees through 

job opportunities, remuneration, career 

opportunities and the improvement of 

skills. Short and long-term incentive 

schemes are competitively benchmarked 

to ensure fair practices and retention.

COMMUNITIES

TOUCH POINT 

We invest in selected communities 

through various socio-economic development 

programmes, and Pioneer Foods Education 

and Community Trust (PFECT) activities.

VALUE CREATION

We empower communities through 

food security, education, youth and 

community related initiatives.
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GOVERNMENT AND 
REGULATORS

TOUCH POINT 

We constantly monitor its regulatory 

landscape for any changes. We comment 

on proposed legislation directly and through 

industry bodies.

VALUE CREATION

We get involved in addressing pertinent 

industry issues to bring about resolutions 

that will benefit the industry and 

the economy.

SUPPLIERS

TOUCH POINT 

Our local and international suppliers provide 

raw materials, packaging and other services. 

They are selected according to reliability of 

supply, range of products, quality, responsible 

sourcing practices and pricing.

Read more about our supplier code of conduct 
on www.pioneerfoods.co.za

VALUE CREATION

We value and care for our local and 

international supplier relationships, which 

are critical to the continued success of 

Pioneer Foods.

As one of South African agriculture’s 

biggest purchasers, the Group helps 

sustain an efficient and competitive market.

BUSINESS 
PARTNERS

TOUCH POINT 

We continue to shape its corporate portfolio 

through strategic partnerships. We engage 

predominantly through collaboration and 

negotiation at executive management level.

VALUE CREATION

The Group is committed to strategic 

partnerships for creating value by 

driving strategy, focusing on product 

expansion and growth and addressing 

key sustainability issues.

MEDIA

TOUCH POINT 

This stakeholder group includes journalists, 

editors and publishers from various media 

houses and publications across South 

Africa. Media enquiries are fielded via 

e-mail, telephone or face-to-face interactions 

on a regular basis.

VALUE CREATION

We endeavour to respond to media 

questions and enquiries effectively, 

accurately and timeously to help promote 

public understanding of the business 

and its realities.

INDUSTRY 
AND BUSINESS 
ASSOCIATIONS

TOUCH POINT 

Pioneer Foods is a participant in key industry 

and business associations and participates 

in appropriate meetings and forums.

VALUE CREATION

We engage with industry and business 

associations that influence and impact 

society in terms of food choices 

and supply.
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Intellectual  
resources

Learn more in the creating 
sustainable value report 
from page 74.

Financial  
resources

Learn more in the 
chief financial officer’s 
review on page 26.

Manufactured 
resources

Learn more in the 
operational reports 
from page 52.

Human  
resources

Learn more in the creating 
sustainable value report 
from page 74.

Social and 
Relationship 

resources

Learn more in the creating 
sustainable value report 
from page 74.

Natural  
resources

Learn more in the creating 
sustainable value report 
from page 74.

Intellectual resources

• Skills and expertise

• Experienced board and 

executive

• Policies and standards

• IT systems

Financial resources 

• Working capital: 

R2.4 BILLION

• Capital Investment: 

R626 MILLION

• Acquisitions: R511 MILLION

• Debt: R442 MILLION

Manufactured resources 

• Warehousing

• Distribution centres

• Manufacturing facilities

• Delivery vehicles

• Production machinery

Human resources 

• 8 531LA (SA) excluding Heinz 

and 8 971 including Heinz 

employees

• 12 DIRECTORS

Social and relationship 
resources

Relationships with:

• shareholders and investors

• customers and consumers

• employees

• communities

• government and regulators

• suppliers

• business partners

• media

• industry and business 

associations

Natural resources 

• Land

• Energy

• Water

• Fuel

BUSINESS MODEL 
The Group depends on all six capitals as the stores of value through which Pioneer Foods creates products 
and services. The availability, quality and affordability of the capitals are managed with a long-term investment 
view and the due consideration of agricultural cycles, climate change impacts and shifting consumer patterns.

WHAT WE DO
Pioneer Foods creates value from its core business activities of 

strategic sourcing, production, marketing selling and distribution of 
a diverse range of food and beverage products in collaboration with 

a network of producers, business partners and service providers.

OUR VALUE CREATION PROCESS

 Supporting the development of sustainable and competitive communities

 Driving BBBEE transformation

 Minimising the impact of Pioneer Foods’ activities on the environment

 Ensuring the health and safety of Pioneer Foods’ workforce

 Maintaining and enhancing food safety

 Ongoing stakeholder engagement

NON-COMMERCIAL ACTIVITIES

COMMERCIAL ACTIVITIES

The Essential Foods 
division is a leading 
manufacturer of 
mostly grain-based 
essential and 
value-added foods 
in South Africa.

The Groceries 
division is a key 
player in various 
segments in the 
food industry with 
a product range of 
breakfast cereals, 
dried fruits and 
nuts, baking aids 
and desserts, 
beverages, salads, 
condiments, spreads 
and frozen foods. 

The Pioneer Foods 
International Division 
drives profitable 
expansion in core 
food and beverage 
categories into 
selected international 
markets. 

INPUTS

SUPPORTING ACTIVITIES

Logistics
Manufacturing

Procurement

Shared Services

IT/ERP

Sustainability and stakeholder management

Human  
resources
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Earnings per share increased by 47% to 575 cents.

Adjusted headline earnings per share increased 25% 
to 553 cents per share.

Pioneer Foods produces many of the 
most recognisable and best-loved name 

brands in South Africa, such as Ceres, 
LiquiFruit, Safari, Sasko, Spekko, 

Bokomo, Weet-Bix and White Star.

Pioneer Foods supplies 
wholesalers, formal and informal 
food retailers, out-of-home and 
industrial customers. Efficient 
fleet and stock management 
ensure supply.

R26.2 million invested in skills 
development.

Permanent employment in South Africa 
for more than 8 531LA excluding Heinz and 

8 971 including Heinz people.

The Group contributes toward agricultural-related 
enterprise and supplier development projects.

Contributes to the general health and well-being of society.

Pioneer Foods  
aims at creating 
long-term  
value for our 
shareholders  
and broader  
society.

EMPLOYEES

COMMUNITIES

INVESTMENT 

COMMUNITY

CONSUMERS 

CUSTOMERS

Financial resources 

• Revenue: R20.2 BILLION
• Adjusted operating profit: 

R1 603 MILLION
• Dividends distributed: 

R680 MILLION
• Remuneration costs: 

R2 690 MILLION 
• Finance costs: 

R197 MILLION
• Taxes paid: R364 MILLION

Manufactured resources 

• Approximately 2 000 
PRODUCT LINES for 
consumers and customers 
in 88 COUNTRIES around 
the world

• Centralised procurement
• Logistics hubs
• Asset care programme
• World-class supply chain

Human resources 

• Total voluntary employee 
turnover 7.12% LA (excluding 
Heinz). The total for Heinz 
for the four months since 
integration is 4.26%

• Investment in training 
R26.2 MILLION 

• Personal development 
plans

• Cultural survey
• Employee wellness 

initiatives

Social and relationship 
resources

• Reporting and 
communication

• Networking and 
partnerships

• Corporate Social 
Investment spend: R12.1m

• School breakfast 
programme

• 55 BURSARIES
• LEVEL 7 BBBEE rating
• Brand reinforcement and 

market communication
• Understanding our 

customers
• Supplier development

Natural resources 

• R26m SAVED due to energy 
saving projects

• Carbon footprint 394 201 
tonnes (Scope 1 + 2 tCO

2
e)

• Water saved: 112 720 Kl

Intellectual resources

• Brands and trademarks
• Enterprise collaboration 

product suite
• Business intelligence 

capabilities
• Project Sky

Financial resources 

• Trusted stewards of our 
investors’ financial capital

• Optimised capital 
allocation

• New investments/facilities
• Profitable growth

Manufactured resources 

• Major contributor to food 
security and nutrition in 
South Africa

• Major processor of locally 
produced agricultural 
products

• Responsible and cost-
effective production

Human resources 

• Positive employee 
relations

• Ensuring we have the right 
people in the right position 
to deliver on our strategic 
objectives

• Stable, motivated 
workforce aligned with 
our performance culture

• Institutional experience
• Skills retention
• Enhanced experience 

and skills
• Diversity

Social and relationship 
resources

• Business efficiency 
through collaboration with 
producers and suppliers

• Building trust and respect
• Social relevance in the 

communities where we 
operate

• Brand reinforcement and 
market communication

• Sustained confidence from 
shareholders and investors

Natural resources 

• Major contributor to food 
security and nutrition in 
South Africa

• Ethical and sustainable 
procurement practices

Intellectual resources

• Pioneer Foods is focused 
on developing a range of 
distinctive capabilities that 
cannot be easily replicated 
by competitors, ensuring 
coherent value creation.

• Better responses to 
changing consumer needs

• Effective controls and 
processes

• Acceleration of new 
technologies

PIONEER FOODS HAS PROCURED PRODUCE WORTH

R43.4m from black economic empowerment farm projects.

The Group contributes toward agricultural-related enterprise and supplier 

development projects.

26 190
PRIMARY SCHOOL 
CHILDREN FED DAILY.
The Group’s breakfast 

programme reaches 29 schools 

across South Africa.

R26.9m
ALLOCATED TO 
ENTERPRISE AND SUPPLIER 
DEVELOPMENT INITIATIVES.
Pioneer Foods’ support of smaller 

enterprises in South Africa has a 

positive impact on job creation.

CREATING VALUE THROUGH BUSINESS ACTIVITIES

Pioneer Foods creates shared value through commercial and non-
commercial activities – all of which are aimed at realising sustainable 
food security. 

As one of Africa’s largest FMCG companies, the Group creates opportunities 
to deliver positive outcomes for all involved through responsible and cost-
effective production. This creates value for consumers, customers and 
Pioneer Foods’ network of producers, suppliers and employees.

PIONEER FOODS CONTRIBUTES TO FOOD SECURITY AND
NUTRITION, CREATES EMPLOYMENT, AND BOOSTS THE
SOUTH AFRICAN AGRICULTURAL SECTOR.

OUTPUTS OUTCOMES
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GOODNESS.
SHARE GOODNESS.”

Since 1922, South African families have been enjoying a 

wholesome start to their day with the simple, delicious 

goodness of BOKOMO. For South African families with 

an easy-going aspiration to live well and eat healthy, 

BOKOMO is the only complete ‘better-for-you morning 

start’, BOKOMO is trusted to build and bind the people 

of our home with feel-good food.

At BOKOMO, we believe that food brings our heartland 

together. It is to be shared and enjoyed. But it is also 

our responsibility to make sure that what we make to 

fill South African families’ tummies is made with honest 

ingredients in a thoughtful and caring way. At BOKOMO 

we don’t just manufacture products, we craft real South 

African feel-good food. Real food that people can trust and 

enjoy with peace of mind.
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During the year the Group took positive strides in organisational 

health and corporate citizenship in areas such as employee 

engagement, employment equity and safety. We made measurable 

progress in reducing our environmental impacts, with especially 

noteworthy and continued progress on reducing water usage.

Operating environment

CURRENCY, COMMODITIES AND PROCUREMENT
As our 2018 financial year commenced, South Africa’s Western 

Cape region was the epicentre of a prolonged drought that severely 

reduced harvests in various regionally produced commodities. High 

pricing and scarce supply impacted our procurement, sales volumes 

and the economic wellbeing of the communities producing these 

commodities. Although regional production of dried tree fruit was 

negatively affected, we could augment our wheat supply through 

imports. Various business risk measures were deployed to ensure 

short term sustainability of water supply to regional manufacturing 

operations. We look forward to a more promising regional 

production year following improved winter rainfall, but recognise 

that the lingering effects of a sustained drought will be with us for a 

while. National supply of white maize improved year on year, given 

a sound harvest with South African self-sufficiency restored.

Approximately 70% of Pioneer Foods’ costs have a direct or indirect 

link to recognised hard currencies. The short term volatility of the 

rand as measured against these currencies remains an operational 

challenge but is managed with due care and in a disciplined and 

structured approach, considering appropriate hedging policies for 

both import and export exposure.

In the UK, the unfolding ‘Brexit’ extraction weakened the GBP 

against other major currencies, which raised the raw material costs 

of our UK operations.

THE CHANGING FACE OF FOOD DEMAND
South African consumers today are being financially squeezed by 

rising costs, including a basket of spiraling petrol and electricity 

prices, the new sugar tax and the VAT increase to 15%. They are 

making tough choices and adjusting their consumption patterns 

for lower disposable incomes. Taking into account these structural 

impacts and a relatively weaker rand there are signs that a 

deflationary cycle in the South African economy is ending and may 

swing back to inflation. The high level of structural unemployment 

and low economic growth remain a concern.

FINDING VALUE FOR CUSTOMERS
The ongoing consumer quest for value is accentuated in a weaker 

trading environment and finds expression in elevated trade 

promotional activity, brand promiscuity and support for private label 

brands. Pioneer Foods, being the custodian of major national brands, 

remains acutely aware of these trends. Retaining shelf space, and 

the appropriate level of trade and promotional participation is key to 

ensuring the credibility and relevance of these key brands in a 

weaker trading environment. Strategic and selective participation in 

private labelling positively augments the value offering.

CHAIRMAN’S 
STATEMENT

We are gratified that the Group 

posted better results than the 

prior year, although the trading 

period under review was 

indeed challenging, given weak 

consumer demand in South Africa 

specifically during the latter half.

“
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SOUTH AFRICA’S INFRASTRUCTURE
South Africa’s national infrastructure is deteriorating and electricity 

and water supply are increasingly unreliable. Pioneer Foods 

therefore invests regularly in business continuity infrastructure 

such as fire defence systems, water supply and where applicable, 

standby power generation.

Sustainability

The Group’s environmental footprint extends across our entire value 

chain, from raw material production to the end-users of our products 

and their communities. At the same time, social, environmental and 

ethical matters constantly influence the business, either directly or 

through our networks, supply chain and resource bases. The Board 

and executive therefore manage a continually evolving set of issues 

to sustain Pioneer Foods, both now and into the future. As part of 

that process, we integrate sustainable development considerations 

into decision-making and execution.

SUSTAINABLE DEVELOPMENT
As a strong presence in South Africa’s food security and nutrition 

sector, Pioneer Foods creates employment and boosts the South 

African agricultural sector. Our expanding enterprise and supplier 

development programmes remain vital to transforming communities 

and enabling them to create value for themselves.

RESPONDING TO SOCIAL AND 
ENVIRONMENTAL ISSUES
The Western Cape drought motivated Pioneer Foods to implement 

innovative approaches to reduce water consumption on a nominal 

and per unit of production basis. The unfortunate Listeria outbreak, 

though not connected to Pioneer Foods in any way, motivated us to 

critically re-evaluate the Group’s food safety regime.

PRODUCING HEALTHIER FOODS
Healthy eating is a major global trend, with consumers and 

regulators paying closer attention to sugar and salt (sodium) levels in 

foods, and harmful packaging such as plastic straws. Pioneer Foods 

commenced preparations well in advance of promulgation dates 

and implemented policies to proactively reduce sugar and salt levels 

throughout our product basket.

LISTENING TO STAKEHOLDERS
Our communication department has designed and manages 

a structured programme of inter-communication with material 

stakeholders, such as consumers, customers, regulators, investors, 

analysts and communities.

Pioneer Foods has a constructive and cordial working relationship 

with FAWU and other unions recognised as representing our 

employees at multiple workplaces in Essential Foods, Groceries 

and International SA operations. Substantive wage negotiations all 

concluded satisfactorily in this year.

Employees are also invited to attend regular participative forums with 

management. This year’s employee engagement survey showed 

that employee satisfaction improved from 70% in 2016 to 74%.

Ethics, leadership and corporate governance

The Board decided on strategy presented by the executive and 

reviewed Group performance regularly against strategic intent 

and stated goals. Our biggest concern during this period was the 

defence of Pioneer Foods’ brands and balancing the portfolio in 

response to complex trading conditions.

EXECUTIVE APPOINTMENTS
In the previous financial year the Board appointed a new CFO, 

board members and executive heads of divisions in preparation for 

Pioneer Foods’ next cycle of growth and renewal. In this period we 

continued bolstering executive management by appointing a new 

CEO, Tertius Carstens, as well as Riaan Heyl and Dr. Elroy Goliath 

to key leadership roles.

Riaan Heyl, previously the executive head of Bakeries, was promoted 

to business executive for Essential Foods from 1 October 2017. 

Dr Goliath was appointed Group executive for Supply Chain after 

excelling in various operational and supply chain roles within 

the Group.

Nandipha Ngumbela joined the group on 1 January 2018 as Group 

executive for Human Resources.

Compliance and legislation

Compliance with applicable regulatory requirements is integral to 

our business strategy and risk management criteria. Pioneer Foods 

subscribes to selected international and local health, safety and 

environmental best practice standards. Regular external audits 

ensure that Group facilities maintain their accreditations for these 

standards. During this period, Pioneer Foods did not receive any 

material environmental, health or safety fines.

In line with updated JSE Listings Requirements and King IV™, a 

Board level policy on racial diversity was compiled and implemented 

during 2018.

Looking forward

We do not expect local and international economic challenges to 

abate soon, nor do we believe that leading food businesses will 

remain competitive through current business models.

The Board and executive are therefore crafting a robust and 

comprehensive strategy to steer Pioneer Foods onto an innovative, 

flexible and faster growth path.

In appreciation

I thank CEO Tertius Carstens and the entire executive team and 

management, who have worked selflessly towards setting Pioneer 

Foods on a new growth trajectory.

On behalf of the Board, I also thank all our stakeholders who 

continue to support, trust and believe in the Group’s ability to 

deliver to their expectations. We look forward to growing Pioneer 

Foods year by year for your continuing benefit.

ZL Combi

Chairman

15 November 2018
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“Our 2017/18 financial year was heavily 

impacted by the volatile political, economic 

and currency shifts that characterised this 

period, in South Africa and abroad.

CHIEF EXECUTIVE 
OFFICER’S REPORT

Overview

Our 2018 financial year was heavily impacted by the volatile 

political, economic and currency shifts that characterised this 

period, in South Africa and abroad. Major political events in South 

Africa between December 2017 and March 2018 temporarily 

strengthened business confidence and the rand. From April 2018, a 

series of negative incidents – local and international – caused South 

Africa’s economic growth to stall from the second quarter onwards. 

This amplified the distress of the South African consumer base, 

heightened competitiveness in our markets and introduced the 

unwelcome prospect of inflation as we exited the reporting period.

Even so, Pioneer Foods posted considerably better results than for 

the preceding year. These are in line with our ‘restore the core’ 

strategy following the weak performance of the prior year.

How we performed

The Group delivered against most strategic goals set for the year, 

with the revived performances of long-life juice, cereals and maize 

particularly pleasing. The LiquiFruit, Weet-Bix and White Star 

brands rose most notably to this challenge.

ADJUSTED OPERATING PROFIT

+26%

VOLUMES

+4%
REVENUE

+3%
ADJUSTED HEADLINE EARNINGS PER SHARE

+25%

BASIC EARNINGS PER SHARE

+47%
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The Groceries business delivered in terms of positive growth and 

market share restoration across key brand and product categories. 

Our International business delivered to expectation, with credible 

African fruit juice exports and a sound recovery in export dried 

fruit being driven by increased availability and higher US dollar 

export pricing. Within Essential Foods, the performance recovery 

in the maize business during the first half of the year was indeed 

encouraging. Its bread and wheat businesses regressed on the prior 

year given elevated competition following recent industry capacity 

expansions. Maize business performance slowed in the second half 

due to the higher prices of raw material not being fully recovered 

by end-product selling prices that customers and consumers 

would accept.

Balancing selling prices, volumes and margins remain key managerial 

and operational challenges that management attends to daily.

ESSENTIAL FOODS
This division recorded double digit operating profit growth through 

maize’s strong performance and satisfactory returns from pasta, 

rice and dried vegetables. Our maize performance recovered 

through higher sales volumes and lower raw material input cost 

compared to the prior year. White Star, our premium maize meal 

brand, retained its market leading position and gained from overall 

growth in the category.

We completed the installation of an additional line at the Shakaskraal 

bakery, with the Durban wheat mill upgrade due for completion in 

2019. Our Gauteng bakery upgrades were completed in 2017 and 

the additional capacity successfully put to full use.

GROCERIES
The division recorded pleasing volume-driven growth and restored 

market share in key categories, albeit at more competitive price 

points in some instances. Larger long life fruit juice pack formats, at 

lower per litre price points, grew basket contribution and bolstered 

category performance.

Cereals, led by Weet-Bix, long-life fruit juice, baking aids and desserts, 

performed well against their volume and operating profit targets, 

although fruit and snacking category volumes and profitability 

reduced. The dilutables and ice tea categories continued shrinking 

in value, although our Wild Island brand recorded pleasing volume 

growth to counter the trend. LiquiFruit recovered its volumes and 

gained market share, while Weet-Bix maintained market share in an 

expanding category.

Our acquisition of the shareholding of the joint venture partner in 

Heinz Foods SA was approved and integrated into Pioneer Foods 

as from 1 June 2018. This includes the Wellington’s condiments 

business, the Today frozen food business, and a portfolio of Heinz 

brands including Heinz Ketchup, HP Sauce, Lea&Perrins and John 

West. These brands are expected to contribute positively to the 

Pioneer Foods portfolio in the medium term.

INTERNATIONAL
Export volumes and margins for long-life fruit juice and dried 

fruit recovered in line with expectations, posting a significant 

improvement in profit over the previous year.

Our Lizi’s granola acquisition was successfully integrated into Pioneer 

Foods UK and is already contributing positively to performance. The 

Nigerian business performed as expected, delivering profit and 

volume growth. This business has established a solid operating 

model and we are considering investing into additional baking 

capacity to scale the operation.

JOINT VENTURES
Our joint venture with KraftHeinz in Heinz Foods SA ended when 

Pioneer Foods acquired the business outright and integrated it into 

our Groceries portfolio. Although acquiring and integrating these 

brands required an initial capital outlay, we believe that these 

should make a positive contribution in time. Overall performance of 

this joint venture had a materially negative impact during the year.

Our remaining joint ventures recorded satisfactory earnings 

growth, with Weetabix East Africa and Bowman Ingredients SA as 

particular standouts. Economic and trading conditions specifically 

in Namibia remain a concern. The Botswana manufacturing 

operation was significantly upgraded during the year and although 

planned downtime had a negative impact on full year results, the 

improved manufacturing capability is already delivering a stepped 

up performance.

Addressing the growth gap

Fast-moving consumer businesses – or more specifically, food 

and beverage businesses – are required to evolve so quickly 

to changing consumer expectations and trends that I do not 

believe that Pioneer Foods and our competitors can defend their 

competitive advantages through routine fine-tuning of strategy, 

pricing and operations. Companies must now continually re-

examine their business models to maintain brand differentiation 

and their relevance to consumer and customer needs.

For Pioneer Foods, I do not see a ‘business as usual’ approach 

yielding the growth and returns we and shareholders expect, 

certainly not in terms of current local and global realities. Bolt-on 

growth through mergers and acquisitions is always an option and 

is actively explored in terms of the Group’s investment criteria 

especially given the inherent capability to fund such expansion. 

We have also introduced a more agile and inclusive approach 

enabling innovation in an ‘incubator’ environment adjacent to 

established operational activities.

The Pioneer Foods portfolio of brands and products is always in 

flux and constantly under review by management and the Board. 

As stated before, the Group deems itself as a competent and 

able participant in the staple food categories associated with the 

Essential Foods division, given the size of its categories, established 

operations and route to market capabilities. Current realities dictate 

that potential acquisitions and portfolio expansions will probably be 

products and brands aligned to the Groceries product basket and 

its near adjacencies.

Strategic imperatives

The African continent continues to hold intrigue. As one of South 

Africa’s oldest and biggest curators of food brands, we intend 

over the long term incrementally expanding into selected African 

geographies. The recent cereal and fruit snacking acquisitions we 
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CHIEF EXECUTIVE OFFICER’S REPORT continued

made in UK food brands and manufacturing are generating positive 

returns and bolstering category participation in these sectors.

In summary, the Pioneer Foods sustainable growth strategy is 

based on the following focus areas:

• Maintain a winning portfolio by continually optimising brand and 

product mix.

• Leverage power brands, while constantly enhancing their 

resilience and growth prospects.

• Robustly manage demand and upgrade distribution channels 

accordingly.

• Rigorously manage operating costs and exceptional process 

efficiencies.

• Equip our employees for high-performance teamwork.

• Focus on sustainability in all we do, while placing food and 

employee safety first.

• Tread lightly in our environments.

Risks, challenges and opportunities

At present, the board and executive review risks, opportunities and 

strategy each year, in terms of forward and scenario planning. In 

the current environment, Group leadership has prioritised trading 

conditions, inflationary cost pushes and the pricing of certain 

premium brands for deeper consideration.

Macro and regional strategic themes that emerged include:

• further development of alternative route-to-market capability as 

a growth enabler

• the insight that innovation and incubation projects are best set 

and conducted adjacent to regular business functions. Pioneer 

Foods is examining certain opportunities within a recently 

established innovation/incubation competency

• mergers and acquisitions (M&A) as an option for spurring growth 

and supporting strategic consolidation in the sector

• carefully exploring African markets before entry

• re-confirming our protocols for private label participation

• prioritising cost containment and processing efficiency as a 

constant focus

• continuing to develop our employees, as people make our 

businesses work.

Innovation and remaining competitive

As the digital core of Pioneer Foods’ planning and operational 

management functions, our SAP Enterprise Resource Planning  

(ERP) platform is undergoing an end-to-end review and upgrade to 

ensure both the technical and operational future readiness of this 

critical business enabler.

Pioneer Foods accepted the rollout of the sugar tax regime as a 

challenge to refresh the appeal of our products, beverages in particular, 

while reducing their sugar content. Our work on reformulating 

beverage products for lower sugar was largely completed before the 

sugar tax was promulgated.

Our refurbished Gauteng baking operations recorded a full year’s 

operations and we commissioned the third baking line at Shakaskraal 

as planned. The beverage operation in Wadeville, Gauteng, stepped 

up production following a first phase of refurbishments, with further 

upgrades and expansion now underway.

We are highly encouraged by the rapid adoption of White Star instant 

porridge and its positive contribution to maize business results.

PIONEER FOODS ACCEPTED THE ROLLOUT
OF THE SUGAR TAX REGIME AS A CHALLENGE 
TO REFRESH THE APPEAL OF OUR PRODUCTS, 
BEVERAGES IN PARTICULAR, WHILE REDUCING 
THEIR SUGAR CONTENT. 

Outlook

A strong consumption outlook for South Africa requires improving 

employment levels, real wage gains and strong household credit 

growth. Over and above the fact that these drivers are not apparent, 

there is a high probability of inflationary pressure driven by rand 

weakness and higher oil prices. We anticipate muted consumption 

growth over the short to medium term.

Pioneer Foods has prepared to face these realities through the 

continued strengthening of our operating model and pursuing 

growth in current and alternative routes to market. Mitigating 

operating costs growth and continued improvement in operational 

efficiencies remain key management performance metrics.

We believe that our recent capital investment programme has 

delivered a manufacturing capability that can accommodate short to 

medium term growth across key product categories. Excluding any 

future M&A activity, medium term capital investment is projected 

to be constrained and focussed on operational maintenance, 

efficiency enhancement and selected growth opportunities.

Conclusion

After an eventful first year as Pioneer Foods CEO, I was delighted 

that we could announce better results. The Group is adapting to 

tougher trading scenarios and our investments in recent years into 

new capacity, talented personnel and initiatives to enhance the 

Group’s organisational health will pay off in the next few years.

I wish to thank the Board for its support and guidance, my leadership 

team for driving the business and each and every employee making 

sure that our products are enjoyed by millions of consumers daily.

Tertius Carstens

Chief executive officer

15 November 2018
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“The total pre-tax amount paid 

to beneficiaries since the Phase 1 

BBBEE transaction’s inception in 

2006 is R573 million.

CHIEF FINANCIAL 
OFFICER’S REPORT

For the financial year to 30 September 2018, Pioneer Foods Group 

achieved growth in both margins and earnings. This was a good 

improvement on the relatively weak performance of the previous 

reporting period. The stronger showing was primarily as a result of 

positive volume and revenue growth, which was achieved while 

still maintaining cost discipline and delivering efficiency gains. 

DRIVERS INHIBITORS

• Continued effective cost management and 

efficiency extraction

• Ongoing improvement in working capital management

• Improved results from the South African Groceries 

and Fruit export business

• Positive performance by the Nigerian business

• Excellent turnaround in maize performance

• Strong volumes and profit from cereals

• Strong volumes from long-life juice

• Positive achievements of certain joint ventures

• Acquisition of the Good Carb Food Company 

• Weak consumer demand that put pressure on gross margins

• Poor performance from the wheat value chain, mainly as result 

of new industry capacity and resulting increase in competition

• Extremely poor performance from the Heinz Foods SA 

business due to poor trading performance and once-off balance 

sheet impairments. (Performance has already improved since 

being incorporated into Pioneer Foods from 1 June 2018)

• Poor performance from local fruit businesses, which were 

not able to recoup increases in raw material costs

These achievements are especially pleasing given the very difficult 

operating environment, which was characterised by continued 

financial pressure on consumers as a result of the general 

depreciation of the rand, significant increases in the fuel price and 

the higher VAT rate.

The following key features underpinned performance during the year under review:

THE STRONGER SHOWING WAS PRIMARILY
AS A RESULT OF POSITIVE VOLUME AND
REVENUE GROWTH, WHICH WAS ACHIEVED
WHILE STILL MAINTAINING COST DISCIPLINE
AND DELIVERING EFFICIENCY GAINS. 
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VOLUMES 

4% year on year

REVENUE 

3% to R20.2bn

GROWTH IN MARGINS:

GROSS PROFIT MARGIN 

from 26.3% to 28.8%

OPERATING MARGIN 

from 6.5% to 8.0%

ADJUSTED OPERATING 
PROFIT 

26% to R1 603m

ADJUSTED HEADLINE 
EARNINGS 

25% to 553 cents 
per share

THIRD LINE AT

Shakaskraal Bakery
COMPLETED

ACQUIRED UKBASED CEREAL 
ENTERPRISE,

Good Carb Food Company

CAPITAL INVESTMENT

R626m

ACQUIRED REMAINING 50.1% 
SHARE OF 

Heinz Foods SA

TOTAL DIVIDEND OF

365 cents per share

2018 HIGHLIGHTS

Financial performance

REVENUE ANALYSIS
The Group delivered an excellent topline performance, generating solid revenue growth of 3% to R20.2 billion for the year in review. 

Volumes also increased substantially by 4% year on year.

REVENUE ANALYSIS BY REGION (R’M) 2018 2017 % CHANGE

South Africa 16 979 16 872 1

Africa 829 833 (1)

Rest of the world 2 344 1 870 25

Group revenue 20 152 19 575 3

MARGIN ANALYSIS
The Group’s gross profit margin increased from 26.3% to 28.8%, 

mainly as a result of improved sales prices and lower purchasing 

costs on soft commodities.

The Group’s operating profit margin (before items of a capital 

nature) increased 1.5 percentage points to 8.0% while operating 

profit rose by 26% to R1 603 million (also before items of a capital 

nature). This represents a pleasing increase on the operating profit 

of R1 277 million delivered in the 2017 financial year.

Income from joint ventures was materially impacted by the once-

off write-down of certain items on the Heinz Foods SA balance 

sheet, further exacerbated by the poor performance of this entity. 

The remainder of the joint ventures recorded a year-on-year 

improvement.

INCOME FROM JOINT VENTURES WAS
MATERIALLY IMPACTED BY THE ONCE-OFF
WRITEDOWN OF CERTAIN ITEMS ON THE HEINZ
FOODS SA BALANCE SHEET. 

Consequently, headline earnings, on an adjusted basis, increased 

by 25% to 553 cents per share.
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CHIEF FINANCIAL OFFICER’S REPORT continued

PERFORMANCE REVIEW PER DIVISION
Essential Foods

The recent recovery in maize supply in South Africa, and the 

associated normalisation of maize prices, supported an overall 

improvement for the full year in review. However, the wheat 

milling and baking segments found themselves under pressure as 

a result of intensified competition, consumer down-trading within 

basic staple categories and increased cost pressure on the back 

of a weakening local currency. The effect of this pressure was 

especially evident in sales of maize meal during the final quarter of 

the 2018 financial year, when White Star traded at an all-time high 

price premium to other brands in the category.

While the wheaten value chain delivered significantly weaker 

profitability compared to previous years, the baking segment 

benefited from a combination of improved operational efficiencies, 

quality enhancement and volume traction in the second half of the 

year. Efforts to extend the availability of Sasko bread are bearing 

fruit and bode well for sustained performance improvement. Rice 

and legumes continue to make a good and growing contribution.

Groceries

Groceries produced a good set of results, with performance driven 

mainly by volume growth in the important categories of cereals 

and long-life fruit juices. These categories, along with baking 

and spreads, performed well from an operating profit point of 

view. The snacking category recorded negative volume growth 

and a consequent decline in profitability, primarily as a result of 

underperformance by fruit and rusks. Category declines also 

hampered both Lipton and the dilutables portfolio. LiquiFruit, Ceres 

and Fruitree all gained market share, while Weet-Bix maintained its 

share. Operational efficiency provided further leverage to overall 

operating profit performance. The division’s operating results were 

negatively influenced by the 100% acquisition of the Heinz Foods 

SA business, which realised a loss for the four months it was part 

of the Groceries division.

Fully integrating the ex-Heinz Foods SA portfolio into the Groceries 

operations from 31 October 2018 is already delivering supply and 

service level improvements.

International

This division registered excellent year-on-year growth in operating 

profit as part of a pleasing all round performance. Although exports 

into African markets remained subject to volatile socio-economic 

conditions, the business delivered to plan through new ‘route to 

market’ strategies. The fruit export business benefited from strong 

global demand as well as higher USD prices, primarily driven by the 

lower crop yields seen in the USA.

Its UK operations posted a pleasing result, despite continued 

input cost inflation and increasingly competitive pricing in the UK 

breakfast cereal category. Our recent acquisition of Lizi’s supports 

the growth of our branded presence in that market.

DIVISIONAL ANALYSIS

REVENUE ANALYSIS BY SEGMENT (R’M) 2018 2017 % CHANGE

Essential Foods 11 859 12 470 (4.9)

Groceries 5 120 4 403 16.3

International 3 173 2 702 17.4

Group 20 152 19 575 3.0

OPERATING PROFIT ANALYSIS

OPERATING PROFIT ANALYSIS BY SEGMENT (R’M) 2018 2017 % CHANGE

Essential Foods 915 800 14.4

Groceries 419 357 17.4

International 285 121 135.5

Other (16) (1) –

Group* 1 603 1 277 25.5

* Before items of a capital nature and adjusted for the impact of the Phase I BBBEE transaction and once-off merger and acquisition costs.

OPERATING MARGIN BY SEGMENT

2018

%

2017

%

Essential Foods 7.7 6.4

Groceries 8.2 8.1

International 9.0 4.5

Group 8.0 6.5

The summarised operating profit above demonstrates each segment’s performance. Further detail is provided in the 
operational reports on pages 52 to 73.
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Our Nigerian subsidiary performed well, delivering a solid set of 

results including notably improved year-on-year profitability.

Total Group earnings

Group headline earnings, on an adjusted basis, increased 

by 25% to 553 cents per share.

Group earnings increased by 47% to 575 cents per share 

(2017: 390 cents per share). The key factors influencing, or 

impacting on, this Group earnings figure included the following:

• A disappointing performance in equity-accounted earnings 

from joint ventures, with Heinz Foods SA being the major 

underperformer

• The IFRS 2 share-based payment charge relating to the Phase 

1 (2006) BBBEE transaction, and the effect of the forward 

purchase contracts hedge relating to this scheme. This equated 

to a loss, on a net basis, of R14.4 million after tax. The major 

reason for this loss is the fact that the hedge is valued at 100% 

of the marked-to-market value, while the liability is phased in 

over the expected period of the transaction, as per IFRS 2. The 

2006 Phase I BBBEE transaction is a cash-settled scheme that 

has benefited more than 11 000 employees. Since its inception, 

the number of scheme participants has steadily declined as a 

result of general employee turnover and attrition relating to the 

unbundling or sale of businesses. As of 30 September 2018, 

the number of employees participating in the scheme is 1 776 

(2017: 1 954). The total pre-tax amount paid to beneficiaries 

since the scheme’s inception in 2006 is R573 million

• Capital profits related to the sale of assets, as well as shares held 

by the self insurance company. This company is in the process 

to being dissolved and self insurance (up to a specified limit) will 

be undertaken within the operating companies going forward

• An impairment of certain joint venture assets

• A fair value adjustment of step-up from joint venture to subsidiary.

Group headline earnings per share, after adjustments for the 

items detailed above, increased by 25% to 553 cents per share 

(2017: 442 cents per share).

Investment income increased to R28 million (2017: R22 million), 

as a result of higher cash levels during the financial year.

Profit before tax amounted to R1 476 million (2017: R985 million) 

after financing costs of R197 million (2017: R197 million) and 

income from joint ventures and associates of R41 000 (2017: 

R60 million) mainly as a result of the challenges at Heinz Foods SA.

GROUP SUMMARY 2018 2017 % CHANGE

Total earnings (R’m) 1 073 726 48%

Earnings per share (cents) 575 390 47%

Adjustments for items of a capital nature (after tax) (R’m) (55) 37 –

Headline earnings (R’m) 1 018 763 33%

Headline earnings per share (cents) 545 410 33%

Adjusted for after-tax effect of the Phase I BBBEE transaction (R’m) 14 42 (67%)

Adjusted for once-off merger and acquisition costs (R’m) – 18 –

Adjusted headline earnings (R’m) 1 032 823 25%

Adjusted HEPS (cents) 553 442 25%

Financial position

Capital investment for the year amounted to R626 million (2017: R960 million) and included R626 million in capital commitments carried 

forward from the previous financial year. While Pioneer Foods has invested capital in the existing business ahead of the curve for the last few 

years, such existing business capital investment should not be more than R750 million per annum for the next three years.

CAPITAL EXPENDITURE (R’M) 2018 2017

Expansion 298 612

Replacement 328 348

Total 626 960

SIGNIFICANT PROJECTS UNDERTAKEN DURING
THE YEAR INCLUDED THE COMPLETION OF THE 
THIRD LINE AT THE SHAKASKRAAL BAKERY AND
THE EXPANSION OF THE DURBAN WHEAT MILL. 
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The Board committed to the upgrade of the Group’s SAP ERP platform as well as the expansion of the Wadeville Beverages facility. These 

are the major components of the R771 million in capital commitments for the 2019 financial year. The balance of the capital expenditure 

relates mainly to general asset care.

Proceeds from the sale of property, plant and equipment of R107 million (2017: R71 million) including income received for the sale of 

the Ndabeni property.

RETURN ON AVERAGE NET ASSETS

2018

(%)

2017

(%)

Essential Foods 22 17

Groceries 14 13

International 18 9

Group 18 15

While financial returns have improved from the previous year, they remain short of ambition. To address this, management is implementing 

strategies aimed at improving margins while, at the same time, maximising the efficiency of the asset base.

DEBT AND FINANCING FACILITIES

DEBT AND FINANCIAL FACILITIES – CONTINUING OPERATIONS (R’M) 2018 2017 % CHANGE

Third-party debt relating to the 2012 Phase II BBBEE 

transaction partners 452 467 3

Own debt 1 570 1 043 (51)

Total debt 2 022 1 510 (34)

Less: cash 1 129 431 162

Net debt 893 1 079 17

Net debt excluding third-party debt 441 612 28

Net debt to equity ratio (%) excluding third-party debt 5% 8% 38

EBITDA* 2 040 1 664 23

Net debt to EBITDA* ratio (%) excluding third-party debt 22% 37% 41

*  Before items of a capital nature, and adjusted for the impact of the Phase I BBBEE transaction and related hedge, in 2017 only, once-off merger and 

acquisition costs.

Every five years, the Group renegotiates a syndicated loan facility. This process was completed at the beginning of September 2018 and 

the Group not only increased its debt facilities, but also managed to maintain the same loan costs, on average, as it had in 2013. This is a 

positive outcome, particularly given the much tighter debt markets and higher cost of credit today, in comparison to 2013. The request for 

debt facilities was more than 200% oversubscribed, which also points to the high regard in which Pioneer Foods is held by the local and 

global financial services industries.

Statement of cash flows

CASH FLOW ANALYSIS (R’M) 2018 2017 % CHANGE

Net cash from operating activities 2 073 1 661 24.8

Change in working capital 281 752

 Inventory (38) 178

 Debtors (20) 271

 Creditors 334 340

 Other 5 (37)

Cash effect from commodity hedging 2 166

Cash generated from operations 2 356 2 579 (8.6)

CHIEF FINANCIAL OFFICER’S REPORT continued
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Net cash from operating activities shows a good improvement 

versus the previous year. Working capital investment decreased to 

11.9% of revenue (2017: 13.7%), mainly due to raw materials price 

deflation, but also as a result of improved working capital management.

The two major acquisitions for the period under review were:

• UK-based cereal enterprise, GoodCarb Food Company, at a 

cost of R283.3 million.

• The remaining 50.1% shares in Heinz Foods SA for a 

consideration of R50 million. A further R149 million was paid 

to the former joint venture partner as consideration for their 

loan account.

The Group’s executive management and Board are satisfied that the 

healthy cash flows generated from normal operating activities will 

continue and, combined with the finance facilities detailed above, 

will be adequate for the Group’s working capital requirements and 

expansion plans for the foreseeable future.

Dividend

Due to the strong cash flow performance of 2018, combined 

with the low balance sheet gearing, the Board decided to keep 

the dividend the same as the previous year. Consequently, a 

final dividend of 260 cents per share has been declared for the 

year ended 30 September 2018 (2017: 260 cents per share). 

The total dividend for the year is therefore 365 cents per share 

(2017:  365 cents per share). This translates to a dividend cover 

ratio of 1.4 times (2017: 1.1 times).

A FINAL DIVIDEND OF 260 CENTS PER SHARE
HAS BEEN DECLARED FOR THE YEAR. 

Felix Lombard

Chief financial officer

15 November 2018
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GROUP FIVEYEAR FINANCIAL REVIEW

2018

R’m

2017

R’m

2016

R’m

2015

R’m

2014

R’m

Consolidated statement 
of comprehensive income
Revenue 20 151.9 19 575.0 20 599.7 18 748.2 21 290.0

Profit before items of a capital nature and income tax 1 402.9 1 042.0 2 297.9 1 814.5 1 541.2

Before adjustments 1 433.0 1 162.5 2 253.1 2 121.3 1 728.5

Broad-based employee share incentive scheme 

share-based payment charge 26.0 113.9 22.9 (306.8) (187.3)

Broad-based employee share incentive scheme hedge (56.1) (216.8) 21.9 – –

Once-off merger and acquisition costs – (17.6) – – –

Items of a capital nature 73.2 (57.0) 21.3 (75.9) (123.0)

Income tax expense (399.0) (258.8) (629.0) (606.3) (451.9)

Profit for the year 1 077.1 726.2 1 690.2 1 132.3 966.3

Attributable to:

Owners of the parent 1 072.6 726.1 1 690.2 1 130.4 965.2

Non-controlling interest 4.5 0.1 – 1.9 1.1

 1 077.1 726.2 1 690.2 1 132.3 966.3

Operating profit before items of a capital nature 1 572.4 1 156.2 2 318.0 1 845.9 1 583.6

Headline earnings for the year 1 017.4 762.8 1 675.7 1 227.3 1 055.1

Consolidated statement 
of financial position 
Property, plant and equipment, intangible assets 

and biological assets 6 853.9 6 186.7 5 561.8 5 087.7 6 005.8

Deferred income tax 55.8 12.5 3.9 0.2 6.8

Investments in and loans to associates and joint ventures 791.3 906.7 861.2 574.0 408.4

Non-current trade receivables and available-for-sale 

financial assets 123.7 153.5 145.1 166.1 93.4

Non-current derivative financial instruments 128.7 203.1 439.7 – –

Current assets 6 587.7 5 509.8 6 518.8 6 343.0 6 395.8

Total assets 14 541.1 12 972.3 13 530.5 12 171.0 12 910.2

Capital and reserves attributable to owners of the parent 8 379.7 8 027.2 7 867.3 6 958.7 6 102.4

Non-controlling interest 35.3 25.0 – 12.3 10.4

Total equity 8 415.0 8 052.2 7 867.3 6 971.0 6 112.8

Non-current borrowings 1 405.1 698.7 1 333.3 1 300.2 1 513.5

Provisions, non-current derivative financial instruments 

and share-based payment liability 225.0 272.2 429.1 506.2 362.3

Deferred income tax 766.1 674.4 582.4 471.8 644.1

Current liabilities, excluding accruals for forward 

purchase contracts on own equity 3 729.9 3 274.8 2 825.1 2 921.8 4 277.5

Current liability – accrual for forward purchase 

contracts on own equity – – 493.3 – –

Total equity and liabilities 14 541.1 12 972.3 13 530.5 12 171.0 12 910.2
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2018

R’m

2017

R’m

2016

R’m

2015

R’m

2014

R’m

Consolidated statement of cash flows 
Net cash profit from operating activities 2 072.5 1 661.4 2 667.9 2 512.2 2 133.9

Working capital changes 281.1 751.7 (774.5) (546.4) 27.5

Cash effect from hedging activities 2.1 165.8 (174.6) 16.2 (7.8)

Settlement of share-based payment liability (26.3) (69.2) (69.2) (189.4) (75.0)

Cash effect of forward purchase contracts related to 

share-based payments 25.5 41.8 25.2 – –

Settlement of accrual for forward purchase contracts on 

own equity – (493.3) – – –

Income tax paid (364.4) (288.1) (451.1) (475.5) (386.4)

Net cash flow from operating activities 1 990.5 1 770.1 1 223.7 1 317.1 1 692.2

Net cash flow from investment activities (866.6) (957.5) (982.9) (422.7) (392.7)

Net cash surplus 1 123.9 812.6 240.8 894.4 1 299.5

Net cash flow from financing activities (395.8) (932.7) (1 204.9) (414.1) (347.0)

Net cash, cash equivalents and bank overdrafts 

on unbundling of Quantum Foods – – – (105.6) –

Effect of exchange rate changes on cash and 

cash equivalents 3.0 0.9 (7.1) – –

Net increase/(decrease) in cash, cash equivalents 

and bank overdrafts 731.1 (119.2) (971.2) 374.7 952.5

Segments 

Revenue

Essential Foods 11 859.3 12 469.8 12 854.8 11 334.5 10 651.9

Quantum Foods – – – – 3 591.4

Groceries 5 119.6 4 402.7 4 695.1 4 797.4 4 773.1

International 3 173.0 2 702.5 3 049.8 2 616.3 2 273.6

 20 151.9 19 575.0 20 599.7 18 748.2 21 290.0

Operating profit before items of a capital nature 

Essential Foods 915.3 800.2 1 249.5 1 278.5 975.5

Quantum Foods – – – – 21.6

Groceries 419.3 357.0 541.6 434.5 345.4

International 285.0 121.5 484.2 444.5 363.4

Other (17.1) (2.0) (2.1) (4.8) 10.3

Adjusted operating profit before items of a capital nature 1 602.5 1 276.7 2 273.2 2 152.7 1 716.2

Once-off merger and acquisition costs – (17.6) – – –

Reversal of depreciation charge in Quantum Foods 

legal entities (asset held for sale) – – – – 54.7

Share-based payment charge on Phase I 

BBBEE transaction 26.0 113.9 22.9 (306.8) (187.3)

Phase I BBBEE transaction hedge (56.1) (216.8) 21.9 – –

Operating profit before items of a capital nature 1 572.4 1 156.2 2 318.0 1 845.9 1 583.6

Depreciation and amortisation 

Essential Foods 260.5 236.1 203.8 191.9 173.1

Groceries 130.5 112.8 106.2 120.3 131.4

International 46.7 37.8 31.6 23.4 21.5

 437.7 386.7 341.6 335.6 326.0
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2018 2017 2016 2015 2014

Profitability (%)

Revenue growth 2.9 (5.0) 9.9 (11.9) 7.5

Operating profit margin (Note 1) 7.8 5.9 11.3 9.8 7.4

Operating profit margin (Note 2) 8.0 6.5 11.0 11.5 8.3

Effective tax rate 27.0 26.3 27.1 34.9 31.9

Return on average net assets (Note 1) 17.6 13.4 29.7 24.2 19.4

Return on average net assets (Note 2) 17.9 14.8 29.1 28.3 21.7

Return on average shareholders’ funds (Note 1) 12.4 9.6 22.6 18.8 16.6

Return on average shareholders’ funds (Note 2) 12.6 10.4 22.1 23.5 19.6

Liquidity and solvency

Net debt to equity ratio (%) 10.7 13.4 12.5 5.7 9.2

Current ratio (times) 1.8 1.7 2.0 2.2 1.5

Acid test ratio (times) 0.9 0.8 1.0 1.2 0.8

Cash profit interest cover (times) 11.9 9.8 21.6 24.2 18.8

Net interest cover (times) 8.8 6.5 18.6 17.6 13.9

Dividend cover (times) 1.4 1.1 2.2 2.2 2.7

Notes:

1.  Calculated after the once-off merger and acquisition costs (only 2017), the annual share-based payment charge on the Phase I BBBEE equity 

transaction and the impact of the Phase I BBBEE equity transaction hedge (for 2016, 2017 and 2018).

2.  Calculated before the once-off merger and acquisition costs (only 2017), the annual share-based payment charge on the Phase I BBBEE equity 

transaction and the impact of the Phase I BBBEE equity transaction hedge (for 2016, 2017 and 2018).

GROUP FIVEYEAR FINANCIAL REVIEW continued
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2018 2017 2016 2015 2014

Performance per share (cents) 

Earnings 574.6 390.3 912.1 612.8 526.5

Headline earnings (Note 1) 545.0 410.1 904.3 665.3 575.6

Headline earnings (Note 2) 552.8 442.2 883.4 831.6 677.8

Dividend 365.0 365.0 365.0 332.0 221.0

Net asset value 4 496.6 4 302.8 4 238.7 3 757.5 3 318.1

Productivity

Revenue to net asset cover (times) 2.4 2.4 2.6 2.7 3.5

Revenue per employee (R’000) 2 087.2 2 118.7 2 371.1 2 314.9 2 066.2

Net assets per employee (R’000) 867.9 868.8 905.5 859.2 592.2

Number of permanent employees 9 655 9 239 8 688 8 099 10 304

Share trading statistics

Price per share (cents): 

At year-end 9 200 11 275 17 387 19 576 11 800

High 14 550 18 800 21 164 20 799 12 849

Low 9 200 11 250 12 538 11 149 7 802

Net number of issued shares (’000): 

Total number of issued shares 233 177 233 379 232 473 232 739 231 692

Number of treasury shares – share incentive trust – – (48) (730) (1 110)

Number of treasury shares – subsidiary (17 982) (17 982) (17 982) (17 982) (17 982)

Number of treasury shares – participants to 

BBBEE equity transaction (18 092) (18 092) (18 092) (18 092) (18 092)

Number of treasury shares – BEE Trust (10 745) (10 745) (10 745) (10 745) (10 600)

 186 358 186 560 185 606 185 190 183 908

Market capitalisation (R’000) 21 452 290 26 313 532 40 420 065 45 561 051 27 339 642

Dividend yield (%) 4.0 3.2 2.1 1.7 1.9

Headline earnings yield (%) (Note 1) 5.9 3.6 5.2 3.4 4.9

Headline earnings yield (%) (Note 2) 6.0 3.9 5.1 4.2 5.7

Earnings yield (%) 6.2 3.5 5.2 3.1 4.5

Price earnings ratio (times) (Note 1) 16.9 27.5 19.2 29.4 20.5

Price earnings ratio (times) (Note 2) 16.6 25.5 19.7 23.5 17.4

Notes: 

1.  Calculated after the once-off merger and acquisition costs (only 2017), the annual share-based payment charge on the Phase I BBBEE equity 

transaction and the impact of the Phase I BBBEE equity transaction hedge (for 2016, 2017 and 2018).

2.  Calculated before the once-off merger and acquisition costs (only 2017), the annual share-based payment charge on the Phase I BBBEE equity 

transaction and the impact of the Phase I BBBEE equity transaction hedge (for 2016, 2017 and 2018).

Refer to definitions on page 170.
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VALUE‒ADDED STATEMENT
FOR THE YEAR ENDED 30 SEPTEMBER 2018

2018 2017

R’000 R’000

Group
Revenue 20 151 853 19 575 045

Cost of production and services (15 282 150) (15 336 689)

Value added by operating activities 4 869 703 4 238 356

Interest received 16 540 18 968

Dividends received 11 447 3 246

Wealth created 4 897 690 4 260 570

Distributed as follows:

Employees

Salaries, wages and employee benefits 2 689 856 2 547 223

Providers of capital 1 018 358 1 014 850

Interest paid 197 467 196 805

Dividend to shareholders 820 891 818 045

Income tax expense

Income tax paid in respect of profits earned 358 749 230 069

Retained for future investment 830 727 468 428

Depreciation and impairments 437 726 417 829

Retained earnings 393 001 50 599

Wealth distributed and retained 4 897 690 4 260 570

DISTRIBUTION OF WEALTH 2018

2017: 60

2017: 24

2017: 5

2017: 11

 Employees
 Providers of capital
 Income tax expense
 Retained for future investment

DISTRIBUTION OF WEALTH

55

17

7

21
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PURE WHEAT. PURE GOODNESS

Start your day the best way with BOKOMO WEET-BIX, 

South Africa’s number one cereal. Each toasted whole-

wheat biscuit is high in fibre, low in fat and enriched with 

vitamins and iron.

It was more than 75 years ago that BOKOMO WEET-BIX 

was first made in South Africa. Today BOKOMO WEET-BIX 

is still made to the same recipe from the golden richness 

of selected wheat, prepared to be a source of vitamins and 

iron, to offer the preferred breakfast for young and old.

BOKOMO WEET-BIX wheat biscuits are made up of 

97% whole-grain and are available in a variety of pack 

sizes to cater for even the hungriest household. With 

South African families always at heart, the BOKOMO 

WEET-BIX range has grown to include different variants 

to suit just about all breakfast needs. WEET-BIX Lite 

wholegrain biscuits are sugar and salt free, while  

WEET-BIX Protein provides an added boost of protein 

power to start the day. 
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Risk management approach

Risk management and business continuity are fundamental to 

Pioneer Foods’ ability to realise its potential and grow sustainably.

Business and operational risks are managed at all levels through an integrated risk 

management system, built on the principle of accountability. We consider key risks and 

opportunities through the lenses of risk appetite and potential outcomes.

KEY RISKS AND OPPORTUNITIES

Risk governance

Our risk management process is governed by King IV™ principles and the Group’s:

• risk committee charter

• enterprise risk management policy

• enterprise risk management framework.

As mandated by the Board, the risk committee performs regular risk management 

assessments that support executive decision-making.

Each quarter the executive committee, along with senior management, updates 

Pioneer Foods’ risk register, before sharing with the risk committee for its input. The 

Group risk register lists the top group and divisional level risks, ranked in terms of 

effect and likelihood of occurrence.

• Self-assessment

• Internal audit

• Potential impact

• Likelihood

• Accept

• Mitigate

• Avoid

• Plan

• Risk owner

IDENTIFY RISK

ASSESS RISK

PLAN RESPONSE STRATEGY

IMPLEMENT MITIGATION STRATEGY

RISK 
COMMITTEE

MONITOR PERFORMANCE

• Operational management

• Executive management
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Our principal risks

RISK MITIGATION 2018 EXPOSURE

COMMODITY EXPOSURE 

Availability and pricing risk

• Dedicated soft commodity procurement function

• Forward commitments to ensure availability and price certainty

• Executive management responsibility in each business

EXCHANGE RATE – 

Impact of a weak ZAR

Imported inflation

• Strong focus on cost savings and efficiencies

• Manage exposure per policy and protocol to improve certainty

• Price according to cost push as required and feasible

STRUCTURALLY DISRUPTIVE 

COMPETITION

Potential new entrants eroding  

market share

• Remain invested in attractive, defensive categories

• Strengthen defensibility of operating cost base

• Grow strong brand propositions

• Drive incubation of new ideas

INFRASTRUCTURE FAILURE

Constraining growth

• Ensure contingency planning and appropriate investment

• Alternative service provision where possible – e.g. self-generated electricity 

at some manufacturing units

• Keep up vigilance over providers

INDUSTRIAL ACTION

Business interruption due to strike 

at major plants

• Keep stakeholders engaged and informed

• Cultivate proactive stakeholder relationships

FOOD SAFETY

Financial and reputational risk

• Compliance with food safety requirements reviewed, with all relevant 

procedures in place

• Anti-pathogen regimes rigorously verified and augmented where necessary 

LACK OF WATER SUPPLY

Potential production impact

• Install boreholes and water treatment infrastructure where feasible 

at production plants

• Evaluate alternative water sources 

CONCENTRATED GEOGRAPHIC 

EXPOSURE TO AFRICA 

Operational risk concentration

• Manage vagaries of demand and exchange rates in African economies

• Manage credit risk diligently

• Energetically support in-country distributors 

SKILLS SHORTAGE IN SA

Lack of required skills base

• Mature recruitment practices

• Contribute to South Africa’s skills base through learning and development, 

talent identification and retention

NEGATIVE CONSUMER ACTIVISM 

Negative brand exposure

• Attend to health and regulatory trends such as sodium and sugar reduction

• Stay abreast of regulatory developments and design products accordingly

• Appropriate brand interaction with consumers 

Currently identified opportunities

Pioneer Foods has invested in capacity and is currently leveraging numerous opportunities, inside and outside of South Africa, such as:

• enhancing overall operational efficiency and securing a low-cost operating model

• seeking transformative and bolt-on mergers or acquisitions, for stimulating growth and expanding capability

• leveraging the ‘One Pioneer’ concept through creating a shared service centre to manage transactional activities, enabling each 

business division to focus on its core activities

• accelerating the development of central logistics and procurements hubs to unlock synergies of scale

• incrementally investing in an asset care programme to reliably increase output at our facilities while creating economies of scale;

• realising cost savings by fully integrating Wellington’s condiments and Today frozen foods into the Grocery Division’s supply chain;

• continually rolling out technology and system enhancements for efficiencies and enhanced production

• evolving and developing routes to market for South Africa’s informal local and traditional markets

• exploring incubator business opportunities

• building resilience to potential environmental impacts across the Pioneer Foods value chain.

 Least   Average   Highest
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MATERIAL ISSUES

Pioneer Foods utilises a process to identify the 

economic, environmental and social matters that 

management believes could most substantively 

impact the Group’s ability to create value. We 

consider various internal and external influences 

when prioritising each matter.

In our collective opinion, the following material matters are 

likely to have the biggest influence on the Group’s business 

performance in the near future.

Why this is important to Pioneer Foods
FMCG manufacturers in many instances operate in low-margin, 

high-volume environments. As a result, these companies 

rely on large markets with adequate growing spending power 

to remain sustainable.

Market competition has ramped up as new entrants – foreign 

and local – are entering many food categories, at times with 

material discounts to gain market share. Private labels are 

also rapidly growing share of shelf. As one of South Africa’s 

largest suppliers of staple goods to a 57 million population, 

any reduction in demand has an unmistakable impact on 

sales volumes.

Pioneer Foods is currently operating in a low demand and highly 

competitive environment. Indications are that South Africa’s 

economic activities will remain subdued for the foreseeable 

future.

RISKS AND OPPORTUNITIES

• Pioneer Foods is exposed to the risk of not being 

able to increase sales prices to recover input 

inflation in the underlying cost drivers

• We constantly explore ways to cut costs i.e. further 

optimising our distribution network by re-evaluating 

warehouse locations and capacities. We also seek 

out growth opportunities in geographies where 

Pioneer Foods already has a footprint.

OUR RESPONSE

• Pioneer Foods is entrenched in attractive, defensive 

categories with strong brands capable of growth

• Irrespective of South Africa’s negative economic 

outlook, Pioneer Foods continues exploring 

opportunities in product categories we 

already occupy.

DEMAND ENVIRONMENT1

CAPACITY TO GROW2

COST PRESSURE3

FOOD SAFETY4

BRAND STRENGTH5

POLITICAL UNCERTAINTY6

GOOD CORPORATE 
CITIZENSHIP7

DEMAND ENVIRONMENT1
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Why this is important to Pioneer Foods
The Group’s topline figures have remained static for the last 

four years, which challenges management to enable a faster 

growth trajectory in a sluggish economy. We have accordingly 

invested in infrastructural and intellectual capacity to gear the 

business for an accelerated growth path.

Our strategy is based on responsible growth through developing 

and distributing products that are relevant to consumers in 

emerging economies. Looking beyond South Africa’s economy, 

sub Saharan Africa’s (SSA) FMCG sector has significant scope 

to expand. Food and other necessities dominate consumer 

budgets due to widespread poverty, although healthy GDP 

growth is growing middle class populations across the 

continent. For this reason, the FMCG sub-sector has a populous 

and growing market to cater for.

RISKS AND OPPORTUNITIES

• The ongoing deterioration of national infrastructure, 

electricity and water supply and roads in particular, 

is a constant challenge for all businesses relying 

on manufacturing and distribution

• Enhancing the Group’s internal cultural and 

operational health by revising core aspects such 

as employee safety and equity

• Stepping up innovation

• The upgrade of our ERP system will also enhance 

the Group’s ability to grow.

OUR RESPONSE

• Recent investments in strengthening the operating 

model have positioned Pioneer Foods for growth 

across large parts of the portfolio. During the period 

under review, major capital investment projects 

were executed as planned and will bolster the 

Group’s capacity for growth

• Allocate capital to building capacity in high-potential 

categories

• Evaluate possible acquisitions that fit our 

investment criteria.

Why this is important to Pioneer Foods
Reducing costs is all important for both supply and demand 

side participants. Cost increases are difficult to recover in a 

depressed market when labour, utility and other input prices 

are rising in line with or ahead of inflation.

Consumers resist price increases in the current demand 

environment. Food retailers may respond by transferring 

pricing pressure to food manufacturers, minimising inventory 

levels and pursuing private label market share.

RISKS, OPPORTUNITIES AND OUR RESPONSES

The cost of labour is Pioneer Foods’ major cash 
operating cost expense

Our response:
• Employee productivity has the single biggest impact 

on the success or failure of Pioneer Foods

• We are preparing for the increasing speed and 

complexity of our markets by developing high-

performance teams and an enabling culture

• These teams will collaborate through the updated 

SAP platform and other cost-efficient technologies 

being introduced.

Soft commodities are the Group’s biggest input cost

Our response:
• Raw material is normally priced in dollars or derived 

from a dollar reference price. Currency volatility, 

therefore, creates significant procurement cost 

uncertainty. In the case of wheat (the largest single 

commodity utilised by Pioneer Foods), pricing 

volatility is exaggerated through a variable import 

duty mechanism

• While customer demand remains muted, we are 

using the opportunity to optimise the Group’s 

logistical processes throughout for cost savings and 

enhanced customer service delivery

• Over the past three years Pioneer Foods has 

developed substantial new production capacity.

Soft commodity procurement is governed through 
policy and strict controls

Our response:
• We continuously gather market intelligence to 

confirm the forward availability of raw materials in 

South Africa and abroad

• We engage the relevant authorities in order to 

resolve uncertainties related to the implementation 

of wheat import duty changes.

CAPACITY TO GROW2 COST PRESSURE3
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MATERIAL ISSUES continued

Why this is important to Pioneer Foods
Strong brands attract consumer loyalty, which is vital to winning 

and retaining market share. Keeping customers determines our 

scope for improving margins and selling higher volumes. We 

have to be particularly alert to disruptive competition, which 

can suddenly impact our brands in the targeted categories.

RISKS AND OPPORTUNITIES

• Brand equity is a multi-input concept made up of 

brand awareness, loyalty, perceived quality, strong 

brand associations and related assets such as 

patents, trademarks and channel relationships. 

Positive brand equity requires fulfilling the promise 

the business has made to the consumers and 

maintaining it.

• In slow demand scenarios such as now, allowing 

brand strength to dwindle can mean being unable 

to recover increased input costs.

OUR RESPONSE

• As a long-established market leader Pioneer Foods 

has devoted years and considerable marketing 

resources into clearly differentiating our brands in 

their categories. As a result, the Group distributes 

numerous first and second place brands in 

sizeable categories. We don’t rest on our laurels 

and annually schedule independent testing of 

our brands for sufficient differentiation in fluid 

consumer environments.

Why this is important to Pioneer Foods
Much of Pioneer Foods’ intrinsic value lies in the brands we take 

to market, with certain of these established as household staples 

for many decades. Unsafe products could lead to product recall, 

brand reputation damage and injury to our consumers. Sales 

could fall and legal claims made against our company.

A recent prominent example was the listeriosis outbreak that 

heavily impacted certain parts of the food industry and food outlets 

in particular. The impact spread to companies and consumers 

beyond South Africa’s borders, so that long-lasting damage may 

have been done to South Africa’s cold meat industry.

RISKS AND OPPORTUNITIES

• Pioneer Foods has rigorous checks and balances 

in place to mitigate any risk of marketing products 

that turn out to be unsafe for human consumption, 

or not compliant with the flow of new or revised 

consumer legislation in aspects such as labelling as 

well as salt, sugar and advertising.

OUR RESPONSE

• Pioneer Foods’ quality systems are comprehensive 

and seamlessly integrated into operations. Results 

are verified by independent specialists.

• Operational and risk controls evolve continuously 

in response to market shifts and the impact of 

incoming technologies.

FOOD SAFETY4

BRAND STRENGTH5
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Why this is important to Pioneer Foods
We closely monitor economic and environmental variables. 

These include the ZAR exchange rate and incoming regulations 

that could materially alter the future direction of FMCG in food. 

A material part of Pioneer Foods’ input costs have a direct 

or indirect ‘hard currency’ link. The prevailing exchange rate 

directly feeds into the Group’s material and operating costs.

Uncertainty caused by recent political positioning around land 

reform may lead to a decline in agricultural sector productivity, 

especially if farmers adopt a ‘wait and see’ stance. Simple 

expropriation of agricultural land without compensation is likely 

to have huge knock-on effects on the agriculture sector and the 

country’s economy. Unemployment may increase further as 

investment in agriculture production inevitably reduces. Lower 

commodity volumes from local farmers means more food 

imports – in hard currency prices – that will have the double 

impact of diminishing employment opportunities and foreign 

exchange reserves. These impacts can help drive a negative 

cycle of reducing demand as people become poorer.

RISKS AND OPPORTUNITIES

• Underperforming national and municipal authorities 

place our supply of utilities such as electricity and 

water at risk. Crumbling road infrastructure is also 

an issue.

• The major political and economic risks are exchange 

rate volatility and the possibility of misguided land 

expropriation without compensation.

OUR RESPONSE

• The Board regularly reviews regulatory compliance 

and is satisfied that the Group remains materially 

compliant.

• We have installed appropriate water and electricity 

back-up systems, where feasible, to ensure 

business continuity during utility outages.

POLITICAL UNCERTAINTY6

Why this is important to Pioneer Foods
Our work in the community emanates directly from 

Pioneer Foods’ mission statement, which is to nourish lives 

with trusted, well-loved brands, empowering families to get 

more out of life. Community impact is part of our culture and 

growth agenda.

South African commerce will only return to sustainable 

prosperity if meaningful social changes are made at grassroots 

level. South Africa needs its health, employment and education 

functions to improve radically and for all. In the limited way we 

can, our CSI activities address root causes of social dysfunction 

such as underdevelopment, hunger, poverty and economic 

marginalisation.

Pioneer Foods’ corporate citizenship activities make sound 

business sense. Internally, taking the necessary steps to cut 

back on our use of resources, while also improving efficiencies 

has the commercial outcome of reducing costs.

RISKS AND OPPORTUNITIES

• Thoughtful and competently managed CSI 

should have multiple positive impacts such as 

stabilising communities, developing proactive 

stakeholder relationships, re-affirming our social 

licence to operate and introducing people to 

the Pioneer Foods ethos and offerings.

OUR RESPONSE

• Our CSI projects, often in partnership with 

community associations, non government 

organisations (NGOs) and other business 

participants, contribute meaningfully to the lives 

of many in our communities. In terms of water 

and electricity usage, the Group has taken a 

series of actions to optimise our usage. The 

exceptional results delivered by the Group’s water 

usage optimisation plan are a particular highlight. 

Pioneer Foods records and annually discloses 

the results of all relevant environment emissions 

measured, such as carbon and greenhouse 

gases (GHG).

GOOD CORPORATE  
CITIZENSHIP7
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VALUE CREATION STRATEGY

OUR STRATEGIC 

ENABLERS

OPERATIONAL

• Logistics

• Manufacturing

• Procurement

• Shared Services

• IT/ERP

• Human Resources

SUSTAINABILITY

• CSI: School 

Breakfast Nutrition 

Programme

• BBBEE 

Transformation

• Environment

• Employee safety

• Food safety

• Stakeholder 

engagement

• Continue optimising 

the mix

• Build growth from our 

strengths

• Demand management

• Distribution channel 

expansion

• Reduce operating 

costs

• Increase process 

efficiencies

• Enable

• Empower

• Transform

• Food safety

• Employee safety

• Evaluate 

environmental impacts

SHAPE A WINNING 

CORPORATE PORTFOLIO

FOCUS ON POWER 

BRANDS

EMBED STRATEGIC 

CUSTOMER 

MANAGEMENT

RESET THE COST 

BASE AND STEP UP 

PRODUCTIVITY

BUILD HIGH-

PERFORMING TEAMS

ADOPT SUSTAINABILITY 

BEST PRACTICES IN ALL 

WE DO

O
U

R
 S

T
R

A
T

E
G
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 P

IL
LA

R
S

To be the leading African FMCG company.

OUR VISION

STRATEGY OVERVIEW
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Our strategic vision

The Group’s Board and executive management are responsible 

for interpreting the shifting dynamics of Pioneer Foods’ markets 

and operating environment to craft ongoing strategies and their 

supporting tactics.

Our vision remains to leverage these capabilities into the broader 

African marketplace. Expanding beyond Africa will be based on 

exportable competencies and unique-to-market brand and product 

offerings.

Delivering the strategy

Current planning is shaped by negative trading conditions, 

inflationary cost pushes and a re-evaluation of our pricing strategies 

for premium, tier two and private label brands. At the same time, 

we anticipate that the maize and wheat businesses will continue to 

be challenged by new entrants to these categories.

Capital expenditure has been curtailed and we have re-prioritised 

projects requiring investment. Nevertheless, Pioneer Foods 

medium– and long-term strategies remain based on responsible 

growth over time.

2018 strategic highlights

MAIZE RECOVERY
• Profitability of maize meal products recovered strongly, 

based on the marketplace stature of the White Star brand

• Current price premiums and cost inflation pose a real 

near-term concern for 2018/19 performance.

AFRICAN BEVERAGE EXPORTS
• Although a country such as Zimbabwe remains 

economically challenged, these operations achieved 

their planned export volumes with a pleasing 

improvement in profitability

• We are engaging energetically for further growth 

in select African markets.

LOCAL BEVERAGE AND CEREALS GROWTH
• The Group recorded a pleasing recovery in volumes 

and category participation.

CAPEX INVESTMENTS: BAKERIES
• Investments were delivered on time and to expectation

• Volume and profit performance in KZN remains 

challenging with the Gauteng expansion delivering 

as planned.

CAPEX INVESTMENTS: WADEVILLE
• Operational and manufacturing standards have been 

revisited and improved

• The Group can now confidently invest in additional 

capacity at Wadeville.

CAPEX INVESTMENTS: WHITE STAR 
INSTANT PORRIDGE
• Investing into instant maize porridge production 

capacity delivered higher volumes, profitability 

and market share.
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VALUE CREATION STRATEGY  STRATEGY OVERVIEW continued

Performance against Pioneer Foods’ six strategic themes

STRATEGIC PILLAR
What we would like to achieve

2018 PERFORMANCE
How we are achieving our goals

RELATED MATERIAL 
MATTERS

SELF ASSESSMENT
as at
30 September 2018

SHAPE A WINNING CORPORATE 

PORTFOLIO

•  Continue to optimise the 

existing product and brand 

mix and construct

• Maize meal profitability recovered with export 

beverages, cereals and local beverages 

delivering ahead of plan.

Demand environment

• New capital investments became operational 

as planned and are contributing to growth.
Capacity to grow

• The Lizi’s and Heinz Foods SA acquisitions 

were concluded.
Capacity to grow

• Bakeries underperformed, despite the Aeroton 

bakery achieving planned volume growth and 

expected efficiencies.

Demand environment  

• The planned disposal of non-core assets was 

not successful.
Brand strength

FOCUS ON BUILDING OUR 

POWER BRANDS

•  Strengthen resilience and 

growth prospects of core power 

brand assets

• Weet-Bix, LiquiFruit and Spekko all improved 

their market share. Sasko flour maintained and 

White Star and Sasko bread shed marginal 

share in the short term.

Demand environment

• Our focus on Weet-Bix and LiquiFruit delivered 

the planned recoveries.
Brand strength

• Innovation in beverages remains slow 

to market, given current investment and 

consumer demand constraints.

Cost pressure

• The consumer care system was revamped and 

is up and running.
Brand strength

EMBED STRATEGIC CUSTOMER 

MANAGEMENT

•  Robust demand management 

inclusive of distribution 

channel expansion 

• Management of Groceries’ customer 

investment improved as planned 

through deployment of new leadership 

and improved oversight.

Demand 

environment

• Bakeries local and traditional (L&T) penetration 

and volume growth gained traction slowly in 

this trading environment, although production 

capability developed in recent years is already 

delivering positive short-term traction.

Capacity to grow

• Our participation with major customers 

improved and we will consider investing 

further in this relationship once market 

prospects have improved.

Brand strength
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STRATEGIC PILLAR
What we would like to achieve

2018 PERFORMANCE
How we are achieving our goals

RELATED MATERIAL 
MATTERS

SELF ASSESSMENT
as at
30 September 2018

RESET THE COST BASE AND 

STEP UP PRODUCTIVITY

•  Aggressively focus on 

operating costs and exceptional 

process efficiencies

• Overall volume growth of 4% for the year 

partially negated inflationary pressure per unit, 

but fuel and manpower cost inflation is real 

and challenging.

Cost pressure

• The Wadeville facility delivered a pleasing and 

improved performance.

Cost pressure/

Capacity to grow

• Bakeries capability ramp up after the capacity 

expansion led to fixed costs which needed to 

be recovered in material volume growth.

Cost pressure

BUILD HIGH PERFORMING TEAMS

•  Enable, empower and transform 

the employee base

• Our employee engagement survey delivered a 

74% return, which was higher than the 

prior survey in 2016.

Capacity to grow

• An updated talent management and 

succession process was introduced, including 

support tools developed by HR.

Capacity to grow

• Implemented a disability learnership campaign. Good corporate 

citizenship

• Re-branding of the Excellence Awards 

programme.

Good corporate 

citizenship

ADOPT SUSTAINABILITY BEST 

PRACTICES IN ALL WE DO

•  Food and employee safety 

first and tread lightly on 

the environment

 

• The Group’s overall internal equity target 

was reached, including our target for 

women employees.

Good corporate 

citizenship

• We have reached level 7 on the new 

BBBEE code.

Good corporate 

citizenship

• Employee safety has improved materially with 

the LTIFR (excluding hijackings) now < 1.

Good corporate 

citizenship

• CSI planning and management 

are functioning well.

Good corporate 

citizenship

• Regulatory matters and stakeholder 

engagement are managed proactively.

Good corporate 

citizenship

 Substantially achieved  

 Moderate progress 

 Not achieved
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VALUE CREATION STRATEGY continued

Leveraging our strategic enablers

Operational strategic enablers

LOGISTICS
STRATEGIC INTENT

One integrated, centrally managed Pioneer Foods Logistics 

network across all businesses and in/outsourced elements.

HOW WE ARE ACHIEVING OUR GOALS

• Optimise design and rollout of ‘One Pioneer’ network 

irrespective of in/outsourced service provision for 

select elements.

• Build sales and operations planning (Enterprise 

Business Planning) capability as a key differentiator.

• Mitigate growth in costs.

For the 2018 performance 
refer to Manufactured 
capital on page 78

SHARED SERVICES
STRATEGIC INTENT

Established Shared Service Centre to manage transactional 

activities and free up each business to focus on their core 

commercial activities.

HOW WE ARE ACHIEVING OUR GOALS

• Continue upgrading systems and transactional 

efficiencies through technology improvements.

• Further improve working capital and fixed capital 

management.

• Standardise reporting further.

MANUFACTURING
STRATEGIC INTENT

To be acclaimed as the benchmark for FMCG manufacturing 

in South Africa.

HOW WE ARE ACHIEVING OUR GOALS

• Aggressively reduce damaged goods and waste 

volumes, Overall Equipment Effectiveness (OEE) 

improvement, conversion cost enhancement.

• Roll out the asset care programme.

• Sound capex deployment.

For the 2018 performance 
refer to Manufactured 
capital on page 78

IT/ERP
STRATEGIC INTENT

Providing optimal support to business strategy execution.

HOW WE ARE ACHIEVING OUR GOALS

• Digital transformation focused on ERP system 

upgrade and increased deployment, while ensuring 

robust cybersecurity regime and governance in place.

For the 2018 performance 
refer to Intellectual capital 
on page 92

PROCUREMENT
STRATEGIC INTENT

Leverage a well governed central procurement function 

that supplies our businesses with specific quality inputs 

at the lowest cost.

HOW WE ARE ACHIEVING OUR GOALS

• Improve governance of procurement.

• Mitigate cost raises and ensure that vendors perform 

to standard.

For the 2018 performance 
refer to Manufactured 
capital on page 78

HUMAN RESOURCES
STRATEGIC INTENT

To optimise the potential of our people by deploying talent 

management, transformation and engagement practices.

HOW WE ARE ACHIEVING OUR GOALS

• Confirm and reinforce Pioneer Foods’  

unique culture.

For the 2018 performance 
refer to Human capital on 
page 80
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Sustainability strategic enablers

SCHOOLS BREAKFAST 
NUTRITION PROGRAMME
STRATEGIC INTENT

Support the development of sustainable communities 

and contribute to their general wellbeing.

HOW WE ARE ACHIEVING OUR GOALS

• Expand breakfast programme to 30 000 learners. 

Build partnerships with business to leverage brand 

exposure and communication.

EMPLOYEE SAFETY
STRATEGIC INTENT

Continue positive trend of reducing incident and loss 

time occurrences. Target group LTIFR <0.9 (excluding 

hijackings).

HOW WE ARE ACHIEVING OUR GOALS

• Positive trend has continued.

• Embedding continuous improvement principles and 

root cause diagnostics.

For the 2018 performance 
refer to Human capital on  
page 80

FOOD SAFETY
STRATEGIC INTENT

Ensure food safety management system is robust and 

responsive in the face of increased consumer vigilance 

and regulatory oversight.

HOW WE ARE ACHIEVING OUR GOALS

• Food safety management system has delivered on its 

mandate to date.

• Risk-based protocols adopted.

STAKEHOLDER  
ENGAGEMENT
STRATEGIC INTENT

Stakeholder engagement process in line with King IV™ 

principles, to be inclusive, and involve the establishment 

of relevant dialogue with those stakeholders affected by 

the decisions we make and actions we take.

HOW WE ARE ACHIEVING OUR GOALS

• Ongoing identification and active relationship building 

with key stakeholders.

• Build the corporate brand externally and internally, 

which includes affirming an Employee Value 

Proposition in cooperation with HR.

For the 2018 performance 
refer to key relationships,  
on page 14

ENVIRONMENT
STRATEGIC INTENT

Minimise the impacts of operational activities on the 

environment.

Build resilience of the Pioneer Foods value chain to the 

environment.

HOW WE ARE ACHIEVING OUR GOALS

• Constantly improve energy and water conservation 

and efficiencies of use.

• Be ready for carbon tax regime and mitigate 

as required.

• Implement waste and plastic management systems.

For the 2018 performance 
refer to Natural capital on 
page 95

BBBEE TRANSFORMATION
STRATEGIC INTENT

Transform to reflect the diversity of societies where we 

operate.

HOW WE ARE ACHIEVING OUR GOALS

• Work towards achieving a level 7 accreditation under 

the new code and achieving level 5 by 2021.

• Explore and implement replacement of ownership 

scheme in 2019 for BBBEE Phase 3.

• Grow and expand ESD initiatives.

For the 2018 performance 
refer to Human capital on 
page 80

For the 2018 performance 
refer to Social and Relationship 
capital on page 84



52

WHITE STAR WAS LAUNCHED 
IN 1999 AS THE FIRST SUPER 
MAIZE MEAL TO BE ENRICHED 
WITH VITAMIN A. 

Its unrivalled quality has earned it premium status in South 

Africa’s maize meal market. White Star offers consumers 

exactly what they are looking for in a super maize meal: 

it cooks quickly and easily, is always white, has a fluffy 

texture, tastes good and is a rich source of energy. It also 

contains a host of nutrients, including vitamin A, folic acid, 

iron, four B-vitamins and zinc. White Star is incredibly 

versatile and challenges the perception that maize meal is 

only used in traditional, pap-based meals. The product has 

proven to be a high quality ingredient suitable for many 

starters, main meals and desserts.

Maize meal has long been an integral part of South African 

culture, but to keep abreast of the times, the brand has 

also taken heed of the need for consumers to prepare 

healthy meals in shorter periods of time. It is this insight 

that informs the need to expand the range of product 

offering to include White Star Instant Porridge, which 

requires no cooking, and White Star Quick, which as the 

name suggests, cooks quicker than normal maize meal.

With innovation at the heart of White Star’s success, the 

brand caters for the diverse culture and tastes of South 

African consumers by finding various ways that it can be 

incorporated into everyday meals, including offering recipe 

books and cooking tips, which highlight the versatility of 

the product. 

White Star’s unwavering commitment to serving the 

needs of its consumers, is the reason why it never 

compromises on quality. It is little wonder that White Star 

has been voted South Africa’s favourite maize brand in the 

Sunday Times Top Brands Survey for eight years running.
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ESSENTIAL 
FOODS

Essential Foods is a leading 
manufacturer of daily essential 
and value-added foods in 
South Africa. As the country’s 
largest wheat and maize miller, 
and one of its three major bread 
suppliers, the division provides 
daily nourishment to millions of 
consumers in the form of wheat 
flour, bread, maize meal, pasta, 
rice and dried vegetables. 

The division comprises two operating divisions: Grains (wheat and 

maize milling, pasta, rice and dried vegetables) and Bakeries (bread, 

buns, rolls and biscuits). Wheat and maize milling, combined with 

Bakeries, contribute 81.6% to Essential Foods’ total external revenue.

PERFORMANCE HIGHLIGHTS

Maize recovered to sound profitability in the 2018 financial year, 

with White Star maintaining its market leadership position in a 

growing, yet increasingly competitive category. Prior year maize 

profitability was severely impacted through an uncompetitive raw 

material position following South Africa’s worst drought in more 

than 30 years and the requirement to import white maize raw 

material to sustain supply. Maize meal has subsequently seen 

significant deflation at the back of normalised local raw material 

availability and had a major impact on Essential Foods’ year-on-year 

revenue growth.

White Star Instant Porridge continues to achieve ahead-of-category 

growth in the fast-expanding instant maize porridge segment. 

The value addition of this popular offering enhanced overall maize 

product mix and profitability.

Pleasing rice volume growth was also achieved, with Spekko 

premium Thai rice gaining market share through its reputation for 

quality and sustained brand support.

Although the wheaten value chain posted weaker financial results 

in the face of a softer demand cycle and intensified competition, the 

Bakeries division made sound progress in refining route-to-market 

capability and manufacturing architecture. Production efficiencies 

have improved with a resultant reduction in waste and enhanced 

product quality.

BUSINESS ENVIRONMENT

Significant wheat milling capacity was added by the industry 

since 2016 with a weaker wheat demand cycle resulting in a highly 

competitive supply environment. Wheat flour milling demand 

tracked well below long-term growth rates during the past two 

years with carbohydrate substitution to more cost-effective maize 
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R11 859m 
REVENUE
2017: R12 470 million

R442m
CAPITAL SPEND
2017: R672 million

R915m 
OPERATING PROFIT
2017: R800 million

7.7% 
OPERATING PROFIT 
MARGIN
2017: 6.4%

OUR BRANDSmeal evident. With bread baking utilising a significant portion of 

wheat milling output, bread consumption has also remained 

relatively soft during this phase of the commodity pricing cycle. 

Major bread manufacturers invested significant capital into baking 

capacity and bread quality enhancements since 2013, most notably 

in the coastal regions. Consequently, competitive dynamics resulted 

in wheat and bread price deflation ahead of underlying value chain 

cost drivers. Bread prices, as reported by Statistics South Africa, 

showed a first-ever decline from January 2017.

Exchange rate fluctuations and wheat import duties were the major 

drivers of input-cost volatility. Import duties ranged between R281 

and R910 per ton during the 2018 financial year. Unpredictable delays 

between the announcement and promulgation of changes to the 

wheat import duty created significant procurement and final product 

pricing uncertainties within a highly competitive environment. 

Pioneer Foods unsuccessfully challenged the undefined and variable 

time lapse between the date a wheat duty change is triggered and 

when it becomes effective through promulgation. We remain of 

the view that implementation timing should be mechanistic and 

not dependent on ministerial judgement. Efforts to influence this 

uncertain process continue. 

Wheat imports increased during the fiscal period, following the 

persistent Western Cape drought, while international wheat stocks 

remained relatively high. Quality variations were, however, noted 

from the European Union and Black Sea regions. 

The maize category provided significant product quality and price 

laddering with consumer downtrading and increased month-end 

shopping volumes, including purchasing of larger pack sizes, driving 

category growth. Regional maize millers achieved strong volume 

growth at the back of improved raw material availability, lower 

working capital investment, general category growth, available 

milling capacity and consumer downtrading within the category. 

The latter accelerated since fuel costs, a significant expense for 

CONTRIBUTION 
TO GROUP 

REVENUE

59%
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lower-income households, started rising mid-2018. This was also 

evident in robust private label growth that fuelled Trade Desk 

category performance. 

South African pasta consumption continues to grow, albeit off a 

relatively low base, with imports from the European Union (EU) and 

neighbouring Southern African Customs Union (SACU) member 

countries increasing further as these origins are not exposed to the 

raw material cost impact of wheat import duties. 

Premium Thai rice remained the preferred origin for South African 

consumers. India supply and demand dynamics resulted in a 

reduced price discount relative to Thai, with Indian origin trading 

at a premium cost to rice from Thailand at times during the period. 

Red speckled bean (RSB) supply, locally and from China, supported 

category recovery during the fiscal year. The division’s Imbo 

branded beans delivered pleasing results and maintained market 

share in a growing category.

Essential Foods is a significant consumer of energy through 

large-scale manufacturing and distribution. Rising supply chain 

costs through currency depreciation were compounded by above-

inflation wage settlements. Labour costs also increased through 

transition from flexible to fixed remuneration following changes in 

labour legislation related to equal pay for equal work compensation.

Port Elizabeth

Aliwal North

Bloemfontein

Bethlehem
Ladysmith

Estcourt

Shakaskraal

Durban

Malmesbury

Worcester

Cape Town
Epping
Epping 
Claremont

Krugersdorp

Olifantsfontein

Aeroton

Brits

Klerksdorp

Polokwane

Mokopane

PRODUCTION FOOTPRINT

  5 WHEAT MILLS 

3 MAIZE MILLS 

2  RICE AND DRIED VEGETABLE  
PLANTS 

1 PASTA PLANT 

13 BAKERIES

Essential Foods expanded its bread production capacity during 

the reporting period. Since opening in 2013, the Shakaskraal 

bakery in KwaZulu-Natal achieved exceptional volume growth 

and has remained in full capacity production since 2016. 

Shakaskraal commissioned a third bread production line in 

December 2017, with the additional capacity that became fully 

available from April 2018 as existing lines required refurbishing. 

This third line not only supplies additional volumes, but also 

enables Essential Foods to compete more effectively in the 

english pan or premium format segment. 

OPERATIONAL REVIEW | Essential Foods continued

Additional wheat milling capacity in Durban is expected to be 

commissioned early in 2019. This will support future bread 

volume growth, unlock supply chain efficiencies and enable more 

cost-effective participation in the KwaZulu-Natal flour market.

Pioneer Foods Logistics Services (PFLS) has created a primary 

logistics hub structure for the Group based on the Essential 

Foods distribution network. Design commenced in the 2015 

fiscal period with the distribution network that now includes 

mega warehouses in Gauteng, KwaZulu-Natal and the Western 

Cape. This new logistics platform will greatly improve transport, 

service delivery and cost efficiencies throughout the Group.
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PERFORMANCE

Overview per product category

MAIZE PRODUCTS

Maize is manufactured into 

a variety of staple foods, 

including maize meal, 

samp, maize flour and 

instant porridge. White Star 

super maize meal is the 

flagship brand.

Profitability was restored through 
normalised raw material positions, 
White Star brand strength and 
growing demand for maize meal. 
Second half performance was, 
however, muted by consumer 
downtrading within the category 
as regional millers and private label 
gained further support. Category 
deflation persisted despite underlying 
raw material cost inflation due to a 
generally weaker rand.

PRICE CHANGE

 22%

VOLUME CHANGE

 2%

WHEATEN FLOUR 
PRODUCTS

A large portion of flour 

production is transferred to 

the Group’s bread bakeries 

and pasta plant, with the 

remainder contributing to 

a variety of flour products 

under the Sasko brand.

Volume participation was largely 
maintained, but the weaker 
demand cycle (including bread) and 
increased competition resulted in 
margin compression during the 
reporting period.

PRICE CHANGE

 4%

VOLUME CHANGE

 1%

BAKED GOODS

The Group supplies fresh 

bread, buns, rolls and biscuits 

to the South African market 

through more than 40 000 

delivery points every day.

Business performance was significantly 
impacted by a weaker demand cycle 
and increased competition with 
unwarranted bread price deflation in 
the face of significant supply chain cost 
pressure (fuel, energy and labour), as 
well as fixed costs and depreciation 
associated with capacity investments 
commissioned during the past 
two years.

PRICE CHANGE

 1%

VOLUME CHANGE

 1%
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OPERATIONAL REVIEW | Essential Foods continued

RICE

The Group imports rice 

products to South Africa, 

which it markets through 

its extensive distribution 

footprint, with Spekko as 

the flagship brand.

Spekko premium Thai rice achieved 
sound volume growth, benefiting from 
capital investments in 2017 to improve 
supply chain efficiencies. Profitability 
was largely maintained despite 
procurement complexity through 
exchange rate volatility and promotional 
intensity within the category in the 
second half of the fiscal.

PRICE CHANGE

 1%

VOLUME CHANGE

 7%

PASTA

A range of wheat-based pasta 

products is manufactured 

using local and imported 

ingredients.

Overall performance remains 
satisfactory, with execution continuing 
to benefit from maintenance and other 
recent operational upgrades. The 
strengthening of the rand between 
December 2017 to April 2018 created 
opportunities for larger import 
consignments, specifically from the EU 
at duty free wheat cost base, which 
added to the competitive landscape. 

PRICE CHANGE

 3%

VOLUME CHANGE

 2%

DRIED VEGETABLES

The Group is South Africa’s 

leading supplier of branded 

beans and legumes.

Improved RSB supply, locally and from 
China, supported category recovery 
during the fiscal year. Imbo brand 
maintained market share in a growing 
category while lifting its profitability.

PRICE CHANGE

 2%

VOLUME CHANGE

 5%
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CHALLENGES AND OPPORTUNITIES

The following factors could materially impact Essential Foods’ 

operations over the short and long term:

• Constrained economic environment and consumer spending 

with resultant downtrading, specifically in maize meal. 

• Raw material cost volatility, including international supply 

and demand, exchange rate and wheat duty dynamics.

• Disruptive competition.

• Legislative changes, specifically referring to the zero VAT rating 

of cake and white bread wheat flour.

• Labour disruptions.

Despite these factors, the division’s long-term sustainability is 

secure. It participates at scale in large, relatively mature, basic 

staple food categories providing fundamental nutrition options to 

consumers, many with limited or minimal income. It is also well 

positioned in terms of manufacturing architecture and capacity, 

brand relevance and appropriately skilled and experienced people.

INNOVATION

Essential Foods launched 2kg variants of its White Star Instant 

Maize Porridge during the period to enhance its value proposition 

within this fast-growing category. White Star Instant Maize 

Porridge also hosted South Africa’s Biggest Breakfast, a marketing 

campaign that integrated a CSI initiative, shopper, social media and 

event touch points to reach more than 12 million people. For each 

bowl eaten during the campaign, White Star donated 1kg of White 

Star Instant Maize Porridge to schools and charities in KwaZulu-

Natal and Gauteng.

White Star Quick, a fast-cooking version of White Star super maize 

meal, was relaunched during the year.

Bakeries introduced a range of value-for-money, single-serve format 

Sasko biscuits for distribution through local and traditional outlets.

STRATEGY

In the period under review, the division focused on restoring maize 

meal profitability, leveraging capital investments made in Bakeries and 

remaining diligent on costs and efficiencies while increasing basket 

contribution from the balance of the portfolio. Although the wheaten 

value chain results were disappointing this year, Bakeries continues 

to make sound progress in respect of longer-term objectives.

Leveraging the scale, capacity, reach and other differentiating 

strengths of the Essential Foods business remains fundamental to 

its medium- and long-term success. Competing in a constrained 

demand cycle requires an unwavering focus on brand relevance 

through product quality, service, availability and pricing.

Capacity, people and brand investment, relentless cost, efficiency 

and quality focus, as well as the development of superior route-to-

market capabilities, will enable future growth. 

OUTLOOK
Currency weakness is fuelling significant forward 

inflationary cost pressure. Managing this effectively in 

the context of a highly competitive trading environment 

and constrained consumer spend is essential for short- 

to medium-term business performance. 

The Essential Foods long-term vision is to:

• be the largest supplier of consistently high quality, 

safe-to-consume, everyday essential foods to 

the people of South Africa and selected off-shore 

geographies

• nourish lives while also providing significant 

employment opportunities

• be an employer of choice, selling a basket of well-

loved and trusted, truly South African brands.
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GROCERIES

The Groceries division 
manufactures, markets and 
distributes a range of iconic 
South African branded food 
and beverage products, as well 
as select private label products 
for local retailers. 

This division is South Africa’s market leader in the breakfast cereals, 

savoury spreads, long-life fruit juice, ice tea, fruit snacking and 

frozen pastry categories, with robust second place brands placed 

in several others.

PERFORMANCE HIGHLIGHTS

Groceries realised a good set of results, driven by volume growth 

in the important cereals and long-life fruit juice categories. These 

categories, along with baking and spreads, performed well from 

an operating profit point of view. Operational efficiency provided 

further leverage to overall operating profit performance.

The snacking category recorded negative volume growth and a 

consequent decline in profitability, primarily from dried fruit and 

rusks. LiquiFruit, Ceres and Fruitree all gained market share, while 

Weet-Bix maintained its share. Category declines hampered both 

Lipton and the dilutables portfolio. 

The integration of the former Heinz Foods SA portfolio within 

Groceries is well advanced, while supply and service levels have 

responded positively in both the frozen and condiment categories.

BUSINESS ENVIRONMENT

The summer heat that extended through 2017 and 2018, along with 

South Africa’s April 2018 implementation of the Health Promotion 

Levy (HPL), were positive for the long-life juice portfolio.

The LiquiFruit and Ceres brands are both exempt from the tax 

due to their 100% real fruit juice offering. This tax exemption, 

coupled with consumers becoming increasingly aware of the 

health benefits of fruit juice, boosted long-life juice volumes by 

28%. Groceries further reduced sugar tax impacts by reformulating 

other sugar-enriched brands and products in the range. Fruitree, 

Lipton and Daly’s have all introduced low or no sugar formulations 

to the market, which consumers have received favourably.

On the downside, Groceries endured the last months of a 

particularly severe drought that affected the availability and cost 

of maize, wheat, sugar and fruit juice concentrate. Consumer 

confidence and household spend remained muted throughout 

this period.
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R5 120m 
REVENUE
2017: R4 403 million

R86m
CAPITAL SPEND
2017: R203 million

R419m 
OPERATING PROFIT
2017: R357 million

8.2% 
OPERATING PROFIT 
MARGIN
2017: 8.1%

The long-life fruit juice and cereals categories were fiercely 

contested. In this highly competitive environment, the juice 

category increased 25% in value and cereals by 20%. LiquiFruit 

grew its volume sales by more than 30%, while Weet-Bix lifted 

volume sales by over 25%. 

Health, affordability and convenience remained growth drivers in 

cereals, with profits expanding well ahead of 2017 levels. While 

Weet-Bix performed strongly, Bokomo Corn Flakes delivered 

exceptional profits from its 30+% growth in volumes.

Groceries made good progress towards ‘future-proofing’ its 

operations by planning and physically preparing for the next drought. 

The division invested R5.8 million in setting up water tanks, reverse-

osmosis plants and sinking boreholes to keep factories operational 

in times of drought, while cutting down on water consumption in 

general. At the Ceres beverage facility, a recently introduced water 

recycling programme has reduced the amount of water needed to 

produce one litre of fruit juice. 

Private label brands now make up 15.4% of all consumer-packaged 

goods by volume in South Africa, and 22.8% of the categories 

within which this division competes. Groceries participates in 

private label, in strict accordance with our commercial criteria, 

which are re-assessed regularly. The division’s current presence in 

private label is below the national average.

Competitors entered the market with unsustainably low priced 

products to win market share, temporarily destabilising this 

category. As a result, some established brands disappeared from 

supermarket shelves. Pioneer Foods has the resources to resist 

these pricing ‘race to the bottom’ events, with our retail partners 

returning to market-leader, quality brands at the right prices.

CONTRIBUTION 
TO GROUP 

REVENUE

25%

OUR BRANDS
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Bloemfontein

Pietermaritzburg

Atlantis

Wellington

Ceres

Epping

Saldanha

Malmesbury

Bonnievale

Johannesburg

Wadeville

Clayville

PRODUCTION FOOTPRINT

  1 FROZEN FOODS

  3 CONDIMENTS

  4 BEVERAGE PLANTS

  5 CEREAL FACILITIES

  1 SNACKS PLANT

  2  ACCOMPANIMENTS 
AND BAKING FACILITIES

Where feasible, the division will reduce its 

footprint by consolidating operations and sites.

OPERATIONAL REVIEW | Groceries continued
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PERFORMANCE

Overview per product category

BREAKFAST CEREALS

Pioneer Foods is the 

market leader in cereals in 

South Africa. The business 

produces a range of leading 

cereal brands, including 

Bokomo, Weet-Bix, Nature’s 

Source, ProNutro and Otees. 

The Groceries division also 

provides a significant range 

of private label products for 

major retailers.

Cereals, led by Weet-Bix, put in a 
good performance to meet volume 
and operating profit targets, with 
most brands retaining their market 
shares in an expanding category. 

PRICE CHANGE

 1%

VOLUME CHANGE

 22%

DRIED FRUIT AND NUT 
PRODUCTS 

Dried fruit and nut products 

are produced and marketed 

to the retail, industrial and 

catering sectors. Our Safari 

brand – a South African 

market leader – continues 

benefiting from the healthier 

snacking trend.

Although Safari Nuts fared well in the 
period under review, the dried fruit 
offering lagged due to higher export 
dollar-based pricing and local stock 
shortages caused by the drought, 
which also drove up prices.

PRICE CHANGE

 3%

VOLUME CHANGE

 8%

BAKING AND DESSERTS 

The Moir’s branded range 

comprises dessert products, 

such as jelly, instant 

puddings and custard. Its 

baking ingredients include 

baking powder, colourants 

and essences, cake mixes, 

cherries and coconut.

Home baking is regaining popularity as 
consumers return to traditional ways 
of preparing food and treats. Moirs and 
Maizena performed well in this context.

PRICE CHANGE

 5%

VOLUME CHANGE

 7%
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OPERATIONAL REVIEW | Groceries continued

FRUIT JUICE 

The business produces a 

range of 100% and nectar 

long-life, still or sparkling, 

fruit juice products in 

the LiquiFruit, Ceres and 

Fruitree brands.

The LiquiFruit, Ceres and Fruitree 
brand portfolios collectively hold 
approximately 47.2% market share 
of the long-life fruit juice category 
in South Africa. When combined 
with manufacturing for private label 
clients, Pioneer Foods emerges as 
the leading player in this category. 
The brands all gained share during 
the year under review.

PRICE CHANGE

 2%

VOLUME CHANGE

 28%

DILUTABLES

Groceries produces and 

markets a range of dairy-

based and fruit-based 

concentrates under the 

Fruitree, Wild Island and 

Daly’s brands. Wild Island 

is the market leader by 

value in dairy blends.

In the 2018 financial year, these 
products (dilutables) were pressurised 
by aggressive discounting from 
competitors producing low-quality 
and low-priced products. As a result, 
consumers traded down and many 
players left the market. The Groceries 
division is presently refreshing its 
planning for this category. 

PRICE CHANGE

 6%

VOLUME CHANGE

 5%

ICE TEA 

Lipton Ice Tea is 

South Africa’s leading ice 

tea brand, with just under 

50% share of the local 

market. Lipton is bottled 

by agreement with the 

Pepsi Lipton International 

joint venture.

During the reporting period, 
Lipton Ice Tea was reformulated to 
reduce its sugar levels to among 
the lowest in the category. Lipton 
maintained its market share within a 
period of non-growth for the category.

PRICE CHANGE

 4%

VOLUME CHANGE

 11%
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CHALLENGES AND OPPORTUNITIES

The Groceries division’s challenges and opportunities are identified as:

• macroeconomic risks caused by economic and political factors

• tightened capital expenditure and capacity

• operational execution risks from newly-acquired Heinz Foods SA

• difficult trading conditions, given aggressive competition and 

constrained consumer spending.

INNOVATION

Steps were taken during the period to significantly enhance certain 

brands and products. One instance was the relaunch of LiquiFruit. 

The core one litre range was relaunched in a prisma pack, 

accompanied by the 330ml range in a sleek can.

In line with the health consciousness trend, the Fruitree ‘Nectar’ 

range no longer contains any added sugar. Lipton’s Ice Tea 

reformulation reduced sugar levels to 4.5g of sugar per 100ml (from 

7.9g per 100ml), while the range and its packaging underwent a 

well-received refresh.

The Group allocated considerable resources to relaunching the iconic 

Safari brand and range. The new packaging reveals the product in a 

modern and appetising manner designed to attract the eye.

STRATEGY

With consumer demand at a low ebb, Groceries management 

has focused on improving margins through enhancing productive 

capacity and supply chain efficiencies, while seeking out cost 

savings. On the customer and sales side, management is tweaking 

interfaces and processes to enhance the in-store presence of 

Pioneer Foods brands and on-shelf competitiveness. This portfolio 

remains well-balanced and could be prioritised for investment into 

growth-oriented capacity.

OUTLOOK
While trading conditions are expected to remain 

challenging, Groceries’ market-leading and second 

placed brands are well positioned to compete 

effectively in the year ahead. The Wellington’s, Today 

and Heinz brands will add volumes to sales and, in time, 

profitability. An exciting innovation pipeline will continue 

unlocking further value from the Groceries portfolio.
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INTERNATIONAL

The International division exports 
Pioneer Foods’ product basket 
to around 88 countries via local 
strategic partners and various 
brand custodians. 

Despite the current challenging economic backdrop, the division 

remains focused on market development and brand building across 

its channels in Africa, Europe and Asia.

With the Southern African Development Community (SADC) 

markets under particular pressure, this approach prompted the 

consumer exports division to deliver pleasing growth in key 

strategic Asian regions and African markets outside of the SADC.

PERFORMANCE HIGHLIGHTS

The exports team focuses exclusively on exports across the 

African continent and specific Asian markets. Key exports are 

beverages, groceries and essential foods, targeted primarily at, but 

not limited to, Mozambique, Zimbabwe, Zambia, Tanzania, Kenya, 

Angola, DRC, Gabon, Nigeria, Ghana, Vietnam and the Philippines.

International performed well in its key markets despite minor 

negative impacts from economic and political instability, as well 

as amendments to import regulations, particularly regarding food 

exports. Good traction was gained in Mozambique and Zambia, with 

the previous year’s volume share losses being largely recovered.

Pioneer Foods UK delivered a solid performance with a particular 

highlight being the acquisition of the popular breakfast granola 

brand specialist, Lizi’s. The product shows great potential to achieve 

sustainable penetration within the growing wholesome nutrition 

market, and with new product development already underway to 

leverage its already strong credentials, steady future growth is 

anticipated. 

The relaunch of the Fruit Bowl brand included improved product 

packaging and the introduction of nutritious snack bars. This has 

positioned the brand to appeal to a broader range of consumer age 

groups, but should make it particularly relevant in the fast-growing 

adult fruit snacking market. 

The wheat biscuit category remained under pressure with an 8.5% 

volume decline due to changes in consumer habits. These trends 

have been affecting the UK cereal market for some time and, as a 

result, category growth remains stagnant.

The acquisition of Food Concepts Pioneer Ltd (FCPL), the Group’s 

Nigerian subsidiary has now been bedded down and the company is 

ready to receive the expansion capital needed to deepen its presence 



67PIONEER FOODS INTEGRATED REPORT 2018

 
GROUP AT 
A GLANCE

 
LEADERSHIP  
MESSAGES

 
STRATEGIC 

FOCUS

 
OPERATIONAL 

REVIEW

CREATING 
SUSTAINABLE 

VALUE

 
CORPORATE 

GOVERNANCE

 
REMUNERATION 

REPORT

 
FINANCIAL 

STATEMENTS
ADMINISTRATION

R3 173m 
REVENUE
2017: R2 702 million

R57m
CAPITAL SPEND
2017: R73 million

R285m 
OPERATING PROFIT
2017: R121 million

9.0% 
OPERATING PROFIT 
MARGIN
2017: 4.5%

in the bread category. An investment opportunity in a new bakery was 

approved and it is anticipated that the facility will be fully operational 

in the second half of 2019. The company is also performing well in the 

sausage rolls category under the Yum Yum brand, which delivered 

exceptional performance during the past financial year. This allowed 

FCPL to grow its market share of this important category in Lagos 

and surrounding areas in Nigeria. However, the positive impact was 

marginally offset by muted performance in the bread category as a 

result of capacity constraints.

The Safari Dried Fruit brand continues to gain traction in business-

to-business (B2B) channels within a number of export markets. 

The brand has featured in these markets for many decades and is 

trusted for its quality and consistency of supply. Poor raisin harvests 

in the USA have pushed global pricing up to record highs, which 

bolstered the division’s profitability. Its focus on uncompromising 

quality and service has also helped to entrench the business in key 

Asian and European markets.

BUSINESS ENVIRONMENT

In the financial year under review, significant volatility continued to 

characterise primary export markets, particularly in Africa. Political 

and socio-economic challenges, combined with uncertainty around 

local currency movements relative to the currencies of key trading 

markets, made for a difficult operating environment. However, this 

lack of certainty was mitigated to a large extent by the Group’s 

proven hedging capabilities. 

Increasingly complex international trade barriers continue posing 

challenges. Constantly amended tariff and non-tariff policies being 

implemented to protect the local manufacturing sector are a 

particular frustration.

CONTRIBUTION 
TO GROUP 

REVENUE

16%

OUR BRANDS
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Competition across Africa also continues to grow, mainly as a result 

of the increasing focus of many multinational organisations on 

growing their market share and penetration across the continent. 

Often, these strategies are undertaken at the expense of short- 

to medium-term profitability, which further shrinks already narrow 

margins for all market participants.

Local manufacturers now enjoy easier access to private equity and 

development funding, which ramps up liquidity and facilitates 

investment into world-class technologies. Phasing in enhanced 

processes enables more efficient supply chains that unlock 

production and distribution cost savings for passing on to consumers.

Consumers in the fast-emerging middle class have a growing 

appetite for good quality, nutritious products, which the International 

division is ideally positioned to provide.

Globally, the prices of vine and tree fruit reached all-time highs 

during the year under review, which bolstered the profitability of 

the dried fruit business. However, procurement of these fruits 

remains a challenge due to increasing competition in this sector.

In the UK, lingering uncertainty over the possible impact of Brexit 

continues to devalue the pound relative to the euro and the US 

dollar. The resulting inflationary impact on imported raw materials 

has reduced operating margins. This situation has been exacerbated 

by weak category demand and steady growth of discount channels 

like Aldi and Lidl. As a result, price recovery remains challenging, so 

cost reduction and operational efficiencies are ever more critical to 

securing profit retention and growth.

In Nigeria, volatile electricity supply and significant inflationary 

pressures combined to create a highly challenging business 

environment. However, demand for hygienic, well-packaged 

products continues to rise, resulting in a steady shift in consumer 

preferences from lower quality, local or traditional products to 

high-quality consumer goods – even at a slight premium. FCPL is 

benefiting from this trend, particularly in packaged bread.

The division’s long term strategy of economic value creation is in 

place. In the short to medium term, management has prioritised 

mitigating current risks while making carefully considered, low risk, 

incremental investments.

PRODUCTION FOOTPRINT

  2 DRIED FRUIT OPERATIONS

2  BREAKFAST CEREALS 
OPERATIONS

1  FRUIT SNACKING 
OPERATION

2 BAKERIES

The division’s well-established fruit juice and 

dried fruit export business has a global footprint. 

Pioneer Foods exports to around 88 countries 

across the globe.

OPERATIONAL REVIEW | International continued

Wisbech

Peterborough

Wellingborough

Ibadan

Lagos

Upington

Worcester
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PERFORMANCE

Overview per product category

BEVERAGES EXPORTS

Pioneer Foods has been 

exporting long-life fruit 

juices globally for more 

than 30 years and sells 

its products in around 

88 countries, primarily 

under the Ceres brand.

The improved liquidity position in 
Mozambique, which is one of the 
larger export markets, helped drive 
good profit and volume recovery. The 
category also gained traction in other 
markets like Zambia and Ghana.

PRICE CHANGE

 4%

VOLUME CHANGE

 1%

GROCERIES EXPORTS

Pioneer Foods exports 

a range of core grocery 

offerings to sub-Saharan 

Africa, primarily Bokomo 

breakfast cereals, Maizena, 

and select Moir’s baking aids 

and desserts, such as custard 

powder and coconut.

Performance was satisfactory in most 
key markets, but was negatively 
impacted by economic and political 
instability in Zimbabwe, as well as 
changes to import legislation in 
Mozambique.

PRICE CHANGE

 32%

VOLUME CHANGE

 6%

ESSENTIALS EXPORTS

From the Essentials portfolio, 

Pioneer Foods mainly exports 

White Star Maize Meal and 

Instant Maize Porridge to 

Mozambique and Zimbabwe.

Exports of Essentials products 
remained under pressure due to macro-
economic challenges in Zimbabwe and 
legislation changes in Mozambique.

PRICE CHANGE

 40%

VOLUME CHANGE

 11%
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OPERATIONAL REVIEW | International continued

FRUIT EXPORTS

Dried fruit exports consist mainly of 

dried vine fruits, which are exported 

to industrial customers, most of which 

are based in Europe and North America. 

The product is mainly used as an 

ingredient in these markets or repackaged 

as a local or private-label brand. 

The Safari Dried Fruit brand continued to gain traction 
in key markets, particularly within the B2B channels.

PRICE CHANGE

 8%

VOLUME CHANGE

 31%

PIONEER FOODS UK 

Pioneer Foods UK produces breakfast 

cereals and healthy fruit snacks. It is the 

leading cereal maker in the UK, providing 

own-label and branded manufacturing 

and packaging services for many of the 

leading retailers and brands in the region.

Pioneer Foods UK has shown improved volume 
performance as a result of the increased capacity of the 
new Peterborough facility. However, due to the weaker 
UK currency on the back of Brexit concerns, rising raw 
material costs impacted on profit margins. A continued 
focus on efficiencies and cost management helped to 
mitigate this margin pressure. 

PRICE CHANGE

 10%

VOLUME CHANGE

 8%
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CHALLENGES AND OPPORTUNITIES

While currency volatility continues to impact price point management 

for export markets, the division will utilise brand building and category 

development as vital drivers of growth in strategic regions. Beverage 

and groceries exports should benefit significantly from this approach.

There is an opportunity to leverage strong relationships with vine and 

tree fruit farmers to further entrench Pioneer Foods’ position as the 

largest dried fruit exporter in southern Africa. These relationships in 

key South African growing regions are the bedrock of sustainable 

procurement and the division’s supply chain. The division will continue 

building these mutually beneficial relationships and continue sharing its 

extensive agricultural expertise to maximise the yields and quality of 

crops produced by our supplier farmers.

A concerted focus on innovation by the UK business presents a key 

opportunity for the division to continue driving its growth in the breakfast 

cereal and fruit snacking categories. Developing the branded business 

through consumer insights and innovation can deliver sustainable 

growth. Effective cost management and supply chain efficiency can 

supplement growth with improved operating margins.

A similar focus on capacity and brand development in the Nigerian 

business has similar potential. Route-to-market structures currently 

being developed will provide the underlying capacity for growth.

INNOVATION

The International division introduced several innovations, with the first 

being to consolidate the logistics, finance and administration functions 

of the exports division for enhanced process efficiencies. 

Pioneer Foods UK is developing its breakfast cereal products to align with 

changing consumption patterns and seasonal flavours. Demonstrating 

category insights and delivering innovative products are essential to 

ensure Pioneer Foods UK remains the manufacturer of choice for private 

label brands. This innovative approach is being deployed to grow the 

Lizi’s brand.

Ongoing research into markets, consumer trends and products is a 

key strategic lever for the International division. This research informs 

strategic decisions, as evidenced by the recent investment into superior 

bread-baking capacity in Nigeria. Another example of research-led 

innovation is the successful relaunch of the Fruit Bowl brand and its new 

adult fruit snacking range.

STRATEGY

The division’s long term strategy has proven effective and remains 

largely unchanged. The current focus is mainly on growing key brands 

in strategic global markets by developing efficient routes to markets.

Specific strategic focus areas include:

• ongoing focus on efficiency optimisation within the UK business, as 

well as growing route to market capability in Nigeria 

• continued focus by the exports unit on growing market penetration 

in southern Africa, as well as enhancing its brand and product 

development efforts

• the enhancement of procurement strategies for fruit exports, with a 

particular focus on high-quality produce that meets the expectations 

of discerning customers, especially in Europe and North America.

OUTLOOK
In terms of exports the focus remains on brand building 

and market development activities within key markets. 

Channel- and category focused initiatives will drive 

volume growth and ensure consistent product availability, 

supported by best-practice product placement at points 

of purchase. Establishing focused product activation 

initiatives, that take into account the differences 

between formal and informal retail environments, are 

essential to maximising market penetration.

The UK business will continue to improve its 

competitive positioning by focusing especially on 

supply chain efficiency and cost-push mitigation. These 

both play a critical part in ensuring competitive price 

points and remaining the private label manufacturer 

of choice. Here, too, category and brand development 

strategies are of utmost importance in successfully 

building the Lizi’s and Fruit Bowl brands.

Continued investment in Nigeria remains a firm 

strategic imperative and will serve to maximise capacity 

in the region and secure entry into new categories. 

The growing middle class in the country, combined 

with increasing demand for quality packaged goods, 

validates the Group’s strategic approach of low-risk, 

incremental investment into this market. The continued 

focus on building a sustainable business platform, 

supported by strong route-to-market capabilities, will 

position the business to take advantage of future 

growth opportunities in Nigeria’s fast-developing 

FMCG sector.
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OPERATIONAL REVIEW

Pioneer Foods’ joint venture investments based in South Africa, Nigeria, Botswana and Namibia do not form part of our segmental results.

THESE INCLUDE:

Alpen Food 
Company SA 

50%
Bokomo 

Botswana 

50%
Bokomo 
Namibia

50%
Bowman 

Ingredients SA

50%
Future Life 

Health Products

50%
Weetabix 

East Africa

49.89%

ALPEN FOOD COMPANY 
SOUTH AFRICA (PTY) LTD

Alpen Food Company South Africa (Alpen) is 

a joint venture with Post Holdings (US) 

which manufactures and distributes well-

known cereal brands. Post Holdings (US) 

acquired Weetabix Ltd in the UK in the 2017 

financial year.

PERFORMANCE

The business did not perform to expectations after commissioning of the new 

wheat biscuit line in the previous financial year.

PROSPECTS

Revenue and volume growth is anticipated to increase in the coming financial 

year and beyond, which should lead to improved profits.

BOKOMO BOTSWANA (PTY) LTD

Based in Gaborone, Bokomo Botswana 

produces and sells wheaten flour and maize 

meal, and is also involved in the packing 

of sugar. In addition, Bokomo Botswana 

distributes Pioneer Foods’ products 

in the country.

PERFORMANCE

During the first half of the year under review, business performance was 

adversely impacted by the disruptive effects of extensive wheat and maize 

milling infrastructure upgrades. The completion of these projects has now 

delivered enhanced capacity, manufacturing efficiencies and product quality 

improvements, which are enabling the business to compete more effectively. 

This resulted in a pleasing uptick in performance towards the year-end.

PROSPECTS

The business is well positioned to sustain, and build on, the improved financial 

performance reported in the second half of the reporting period.

BOKOMO NAMIBIA (PTY) LTD

Based in Windhoek, Bokomo Namibia 

produces wheaten flour and maize meal, 

while distributing a wide range of the 

Pioneer Foods products in the country.

PERFORMANCE

Business performance was severely impacted by a combination of the weak 

Namibian economy and a major expansion of capacity by the leading competitor 

in the wheaten product category. Sales and distribution of Groceries division’s 

brands did, however, sustain their growth trajectory.

PROSPECTS

Profitability is expected to remain constrained in the medium term, mainly 

as a result of the broader economic impact of reduced government spend and 

infrastructure investment. An extensive manufacturing architecture review 

is underway to ensure effective and sustainable long-term participation in the 

wheat and maize milling categories.

JOINT VENTURES
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BOWMAN INGREDIENTS (SA) 
(PTY) LTD 

Bowman Ingredients (SA) is a joint venture 

with UK-based Jas Bowman & Sons 

Ltd, which specialises in manufacturing 

batters, breadcrumbs and food coatings. 

Many of the products are tailored to 

meet the requirements of South African 

manufacturers and consumers.

PERFORMANCE

The business enjoyed steady volume growth in the past financial year, aided 

by satisfactory export performance and growth in demand for coatings for 

value-added poultry. The growth in revenue resulted in an acceptable increase 

in profitability over the period. 

PROSPECTS

The business is expected to continue delivering marginal revenue and profit 

growth in the coming financial year. 

FUTURELIFE HEALTH PRODUCTS 
(PTY) LTD

FUTURELIFE is a functional food company 

with a stated vision to help people improve 

their health and wellbeing through good 

nutritional choices. The company produces 

and distributes scientifically formulated, 

nutrient-rich foods. 

PERFORMANCE

The joint venture delivered a satisfactory performance for the year, despite 

a challenging consumer environment. 

PROSPECTS

The joint venture provides a platform to extend the scope and reach of the 

FUTURELIFE functional food brand across food and beverage segments. 

The joint venture’s focus on new product offerings, which include alternative 

category, channel and route-to-market options, will support future growth. 

The FUTURELIFE brand is well positioned to benefit from increased health 

awareness among consumers.

WEETABIX EAST AFRICA LTD

Weetabix East Africa is a joint venture 

with Weetabix Ltd in the UK, a leading 

manufacturer and distributor of cereal 

brands. The ultimate owner of Weetabix Ltd 

is Post Holdings (US). Weetabix East Africa 

is based in Nairobi and markets its products 

and brands in Kenya and neighbouring east-

African countries. 

PERFORMANCE

While the business performed satisfactorily in the period under review, the 

Kenyan trading environment was negatively impacted overall by political 

uncertainty associated with the presidential elections. 

PROSPECTS

Weetabix East Africa is expected to further extend its position as the leading 

breakfast cereal manufacturer in Kenya as it continues to grow off its already 

very strong base. Pioneer Foods will leverage the company’s well-established 

distribution network for the sale of complementary products and brands.
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“CERES IS THE BEST 100% 
FRUIT JUICE YOU CAN BUY 
WHOLESOME, EARTHY, WITH
NO ADDED SUGAR,
COLOURANTS OR
PRESERVATIVES  THE
GOODNESS OF NATURE FROM
THE CERES VALLEY.”

Ceres Fruit Juices is the largest fruit juice packaging 

operation in Africa, with a first-class manufacturing facility 

and presence on all five continents.

Tucked away between sheltered mountains lies the magical 

Ceres Valley, where streams feed the lush orchards and 

the deep soil gives life to our succulent fruit. The conditions 

here are perfect to produce the tastiest results, with the icy 

cold winters ensuring the trees sleep heavily and healthily 

and the hot African summers which wake and activate the 

sugar, creating sweeter, juicier Ceres fruit. Exotic fruits are 

sourced from further afield to extend and complement our 

own delicious harvest.

South Africa’s perfect climatic conditions, together with the 

uniqueness of the valley, result in nature’s perfect juice. 

As nature intended, our 100% fruit juice is full of essential 

nutrients, vitamins and minerals. Ceres – Good for you, 

good for your health.
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A STRATEGIC APPROACH 
TO A SUSTAINABLE FUTURE

Pioneer Foods’ group-wide commitment to sustainable value creation is founded on understanding and 

leveraging the interdependencies between economic viability and social and environmental responsibility, rather 

than attempting to trade these sustainability components off against each other.

The Group believes that contributing to a sustainable world is, in effect, contributing to a sustainable and successful business. For this reason, 

the organisation’s sustainability approach is closely aligned to its business strategy with four overarching sustainability goals supporting 

six strategic business themes. This relationship between sustainable development and business success is illustrated below:

SUSTAINABILITY GOALS SUPPORTING STRATEGIC IMPERATIVES

GOVERNANCE
Embed sustainability in 

business practice

• Achieve excellence in governance

• Manage sustainability opportunities and risks

• Actively communicate and engage with stakeholders

ECONOMIC Create economic value

• Create economic growth while ensuring sustainability

• Continuous cost reductions through resource efficiency

SOCIAL Ensure social licence to operate

• Ensure the growth and development of employees

• Transform to reflect the composition of the society  

in which Pioneer Foods operates

• Support the development of sustainable communities

• Contribute to the general health and wellbeing of society

• Ensure the health and safety of Pioneer Foods’ workforce

ENVIRONMENTAL

Effective management and 

responsible use of precious 

and limited resources

• Minimise the impact of Pioneer Foods’ activities  

on the environment

• Build a resilient value chain to withstand environmental risks

THE SUSTAINABILITY GOALS AND SUPPORTING OBJECTIVES ARE SUPPORTED BY

THE FOLLOWING SIX SUSTAINABILITY ENABLERS:

1 3 5

2 4 6

Corporate Social 

Investment (CSI)

BBBEE 

transformation

Environmental 

preservation

Employee  

safety

Food safety Stakeholder 

engagement

Assurance and compliance

Pioneer Foods follows a combined assurance approach (from page 2).

External verification of non-financial information includes limited 

assurance obtained from EY. The KPIs included in EY’s limited 

assurance engagement are indicated with an LA in this report.

The EY assurance statement, including a breakdown of the basis for  
measurement of each indicator, is available on the Pioneer Foods website:  
www.pioneerfoods.co.za/investor-tools/financial-results/?type=annual&ryear=2018.
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MEASURING SUSTAINABILITY USING KEY PERFORMANCE INDICATORS
Sustainability key performance indicators (KPIs) are captured monthly on a dashboard that maps the Group’s forward-looking 

sustainability journey. Desired outcomes are defined according to goals, measurements and targets. These targets are identified 

across the Group’s sustainability portfolio and include Corporate Social Investment (CSI) spend, transformation (including BBBEE 

and employment equity), as well as the effective management of water and energy usage and the minimisation of waste generation.

ELECTRICITY 

CONSUMPTION

Due to the high power requirements of production facilities, particularly milling, the Group 
monitors the performance of its various areas using detailed consumption metrics and targets.

To counter erratic electricity supply, especially during periods of load-shedding, an uninterrupted 
power supply was installed at the Ceres plant and the Wadeville beverage plant. These are able 
to power the factories until the backup generators have started up. The units are functioning well.

Photovoltaic panels that supplement power during the day have been installed at the Clayville 
and Wadeville beverage and cereal plants. This has resulted in a combined saving of R656 000 
since they were installed.

CARBON FOOTPRINT Ongoing reductions in Pioneer Foods’ carbon footprint were achieved through the utilisation of 
less carbon intensive fuel sources as well as energy efficiencies that were implemented across 
manufacturing processes.

RESPONSIBLE CAPITAL 

INVESTMENT

The Shakaskraal bakery and Durban mill capacity expansion projects received the section 12I tax 
incentive due to energy-efficient investments. The bakery capacity was commissioned during 
the period under review with the mill upgrade to be completed early 2019.

The Aeroton and Olifantsfontein bakeries received the section 12L tax incentive.

WATER CONSUMPTION This is a major focus area for all the Group’s manufacturing facilities. Total water consumption for 
the year under review was 1.8 million m3 LA with a total saving of 112 720m3 (2017: 1.9 million m3 ) 
Non-production water usage is strictly monitored, with corrective leak detection and waste 
initiatives implemented at all sites.

WATER CONSTRAINTS 

AND AVAILABILITY 

Water constraints in the Western Cape remain a concern in the long term. To mitigate this risk, 
the Group has drilled boreholes and implemented on-site storage solutions at its plants.

The Weet-Bix plant in Atlantis is equipped with a borehole and a reverse osmosis plant was 
installed in October 2017. These investments are aimed at ensuring the self-sufficiency of the 
plant so that it is not dependent on municipal water supply for its operations.

The Ceres plant in the Western Cape is awaiting approval for an additional borehole to be sunk 
on site. Once approved, the two boreholes will supply 60% of the plant’s water requirements 
and partly mitigate the risk of scarce municipal water.

A borehole was also drilled at the second cereal plant in Atlantis. This plant was equipped with a 
reverse osmosis plant in early 2018, and options are now being explored for effluent treatment 
systems. All boreholes and reverse osmosis units will only become fully operational once all the 
necessary water use licenses and approvals are in place.

The Malmesbury Mill, pasta plant and bakeries in the region have also introduced measures to 
mitigate the water risk.

RESPONSIBLE NUTRITION 

AND FOOD SAFETY

The Group proactively complies with regulations focused on reducing salt and sugar levels in 
food and beverages. It also participates in industry initiatives through the CGCSA and other 
relevant industry bodies that encourage self-regulation.

All Pioneer Foods bread products comply with the Department of Health’s amended salt 
regulations, and the division is progressing well in its efforts to meet the 2019 regulatory 
requirements. The sugar content of instant maize porridge products was reduced during the year 
under review. Similarly, a number of key beverage brands in the Groceries division underwent 
reformation to reduce the amount of added sugar.

RESPONSIBLE PRODUCT 

INFORMATION

All product information, including GMO, is disclosed on all the Group’s product labels.

Sustainability progress 2017/18
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CREATING SUSTAINABLE VALUE continued

MANUFACTURING 
RESOURCES

Manufactured capital refers to material 

goods and infrastructure that is owned, 

leased or controlled by an organisation 

that contribute to production or service 

provision, but do not become embodied 

in its output. Examples include buildings, 

vehicles, equipment, technology, machines 

and all forms of infrastructure.

Manufactured capital plays two primary roles in sustainable 

development at Pioneer Foods. The efficient use of manufactured 

capital enables the Group to be flexible and responsive to market 

and societal needs by supporting innovation and speeding up the 

process of getting products and services to market. In addition, 

skilful deployment of manufactured capital and technology serve to 

optimise resource use and promote efficiencies.

The Group’s recent financial investments into infrastructure, 

plants and equipment have created significant new capacity in a 

number of production areas and has enabled the manufacturing of 

approximately 2 000 product lines for customers and consumers in 

around 88 countries.

Management approach

INTEGRATED SHARED SERVICES
Pioneer Foods has centralised all its platform services to deliver 

efficiencies across the Group. This includes warehousing and 

distribution, procurement, accounts payable, accounts receivable, 

sales administration, master data management, insurance, asset 

administration, wage and salary administration. However, any 

decision-making that might impact products or customers is still 

decentralised. This includes manufacturing, marketing and sales.

42 
OWNER-DRIVER VEHICLES

156 
DELIVERY VEHICLES

44
PRIMARY TRANSPORT 
SERVICE PROVIDERS

114 
CONTRACT DRIVERS

Logistics fleet (owned and outsourced)

43 
MANUFACTURING  
FACILITIES

11
REGIONAL  
DISTRIBUTION DEPOTS

26
BAKERY-OWNED 
BREAD DEPOTS

3 
DISTRIBUTION  
CENTRES

Properties, buildings and warehouses

787 
DELIVERY TRUCKS

110
FEEDER TRUCKS

Bakery-owned fleet

APPROXIMATELY 356 
DELIVERY TRUCKS

Bakery Independent 

Distribution 

Contractor (IDC) fleet

Other equipment

• Specialised production 

machinery

• Biomass heating devices

• Solar PV installations

Pioneer Foods’ manufactured capital 
comprises:
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The integrated, Group-wide shared services network, with centralised 

distribution and logistics systems has delivered an effective 17.2% 

increase in warehouse and storage capacity between 2016 and 

2018. Multiple legacy warehouses and depot facilities have been, or 

are being, discontinued.

The strategy significantly enhances transport and inventory 

efficiencies, while appropriately positioning the Group to align 

with distribution changes evident in the trade environment.

QUALITY PRODUCTION AND PACKAGING
Pioneer Foods is highly experienced in translating customer 

requirements into consistent, high-quality outputs. Each business 

division is required to meet the specific requirements of its diverse 

customer base, bearing in mind that these needs and requirements 

are constantly changing. Most customer orders (apart from those 

for the bakeries) are processed centrally, after which production 

and delivery instructions are sent to the manufacturing plants.

A formal procurement process is followed when onboarding new 

suppliers and the Group has rigorous quality verification systems 

in place that include an initial due diligence, regular audits and 

continuous engagement with approved suppliers.

TRANSPORT AND LOGISTICS
Pioneer Foods uses a combination of owned and leased vehicles 

across its distribution network. The Group owns the bakery vehicle 

fleet, but the remaining distribution requirements are serviced 

by a combination of owner-driver, contract-driver and outsourced 

service provider vehicles.

The bakery fleet completes between 40 000 and 45 000 deliveries 

per day. As bread has a short shelf life, a rapid distribution cycle is 

vital, and limited stock is held.

The grains division currently has agreements with 42 owner-drivers 

who have their own small fleets of up to five vehicles each. This 

owner-driver scheme comprises 60% of the division’s fleet. Two 

of the owner-driver companies are woman-owned and the Group 

also offers enterprise development support through business and 

driver training, administrative services, as well as assistance with 

the vehicle finance applications of owner-drivers.

Essential Foods utilises an in-house logistics system, while the 

Groceries division presently makes use of an external logistics 

service provider that distributes its products across its network. 

During the reporting period, real-time vehicle tracking software was 

introduced throughout the transport and logistics provider fleets. 

This software gathers information from 44 independent service 

providers to enable and support efficient delivery route planning 

and delivery time monitoring.

Sales and Operational Planning perform a centralised function 

within PFLS. During the year under review, new and expanded 

Group warehouse capacities were created in the Western Cape, 

KwaZulu-Natal and Gauteng.

OPTIMISING CAPACITY
As one of South Africa’s largest food producers, the physical 

assets utilised in production and distribution are fundamental to the 

Group’s success and business sustainability. Taking optimal care of 

these assets is vital to ensure reliable and quality outputs.

Plant availability is tracked as a key operational performance metric. 

SAP plant maintenance systems are in place at most manufacturing 

sites, while overall equipment effectiveness (OEE) measurement 

and reporting is deployed across the Group.

An asset management improvement plan (AMIP) is currently being 

deployed, which will see the more than 40 manufacturing units 

across the Group transitioned from a foundational phase, to the 

continuous improvement level, with the ultimate goal being the 

achievement of best-in-class categorisation.

To help drive progressive asset management progress, the Group 

has established strategic partnerships with a number of key 

technology and equipment providers.

INVESTING BACK INTO THE BUSINESS
The Group recognises that constant reinvestment into its 

operations and infrastructure is a prerequisite for its organisational 

sustainability. This investment is ongoing across all divisions and 

ensures that Pioneer Foods remains highly competitive in all areas 

of its business.

A key outcome of this investment commitment was delivered in 

December 2017, when a third production line was commissioned 

at the plant in Shakaskraal. The line reached full capacity in 

April  2018, after existing production lines had been refurbished. 

More information on this can be found in Essential Foods’ 
operational review on page 54 of this report.

UPGRADING SOFTWARE
To enhance productivity, Pioneer Foods has undertaken a project to 

automate repetitive tasks and is upgrading the software used for 

the following systems:

• Accounts payable – automatic statement reconciliation as well as 

automatic proof of delivery and invoice matching and verification

• Accounts receivable – matching of customer remittances with 

our enterprise resource planning (ERP) system

• Sales administration – uploading deals and work flow processes 

through electronic data interchange (EDI).

LOOKING AHEAD

From a supply chain optimisation and sustainability 

perspective, the Group will focus on the following key 

areas in the coming financial year:

• Identifying and realising improved efficiencies 

in the manufacturing units.

• Rolling out standard asset care processes 

across the Group.

• Further improving the sales and operational planning 

functions with a focus on improving service delivery 

while reducing stock levels.

• Bedding down the warehouse management 

systems that have recently been implemented.

• Optimising the use of the three new consolidated 

warehouses to deliver maximum benefit to the Group.
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CREATING SUSTAINABLE VALUE continued

Human resources highlights for the  
2018 financial year

ABOVETARGET EMPLOYEE 
ENGAGEMENT SCORE OF 

74%

GOOD PROGRESS WITH 
EMPLOYMENT EQUITY.  
FOR JOB GRADING C  
AND UP:

69% 
 OF EMPLOYEES ARE BLACK

28% 
OF EMPLOYEES ARE 
FEMALES

LAUNCHED A LEARNERSHIP 
FOR UNEMPLOYED 
INDIVIDUALS WITH 
DISABILITIES. TOTAL OF

35 learners 

• Reviewed talent management and succession planning processes

•  Implemented tools to support feedback and development 
of employees

• Rebranded our Excellence Awards recognition programme

• Two successful CEO Roundtables hosted

•  Successfully integrated Heinz Foods SA employees into the 
Pioneer Foods Group family

•  Four participants engaged in the Partners for Possibility 
programme

Workforce profile

As at 30 September 2018, the Group’s total permanent employee 

headcount numbered 8 531LA. This is a marginal decrease from the 

8 600 of the previous financial year. However, if employees of Heinz 

South Africa are included, this figure increases to 8 971. The Group 

also has an additional 371 permanent employees based in the UK 

and another 314 in Nigeria.

EMPLOYEE BREAKDOWN PER DIVISION SA 
AS AT 30 SEPTEMBER 2018

DIVISION NUMBER OF EMPLOYEES

Essential Foods 6 170

Groceries 1 728

International   359

Head office   274

Total

(excluding Heinz)

8 531LA

(including Heinz) 8 971

HUMAN 
RESOURCES

Human capital refers to the competencies, 

capabilities and experience of people in an 

organisation, as well as their motivations to 

innovate. The assessment of human capital 

includes a view of employee’s:

• alignment with, and support of, the 

organisation’s governance framework, 

risk management approach and ethical 

values

• ability to understand, develop and 

implement the organisation’s strategy

• loyalties and motivations for improving 

processes, goods, and services; and

• ability to lead, manage and collaborate.
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SOUTH AFRICAN EMPLOYEE DIVERSITY STATISTICS*

RACE TOTAL RACE % FEMALE FEMALE % MALE MALE %

African 5 542 64.97 967 17.45 4 575 82.55

Coloured 2 134 25.01 754 35.33 1 380 64.67

Indian 258 3.02 73 28.29 185 71.71

White 597 7.00 216 36.18 381 63.82

Total 8 531 100 2 010 23.55 6 521 76.44

* Excludes Heinz employees.

All employees are also entitled to five days paid family responsibility 

leave per annum.

A total of 169 employees took maternity leave, between 

1 October 2017 and 30 September 2018. Of these, 161 were still 

employed by Pioneer Foods on 30 September 2018.

NOTICE PERIOD FOR SIGNIFICANT 
OPERATIONAL CHANGES
In line with the Labour Relations Act, any employees who receive 

Section 189A notifications (retrenchment due to operational changes) 

are given a notice period of 60 days.

WORKING CULTURE AND GROUP ETHICS
Pioneer Foods encourages a values-based, results-focused culture. 

The Group values of integrity, empowerment, passion, accountability, 

consumer and customer focus, as well as teamwork, underpin 

employee behaviours and are recognised as having a direct influence 

on sustainable organisational success.

The Group is absolutely committed to ethical behaviour and good 

corporate governance and aspires to be recognised as a highly 

ethical and responsible corporate citizen by all stakeholders. Such 

a reputation can only be earned through an organisation-wide 

commitment to ethical behaviour. This ethics commitment is driven 

by the Pioneer Foods Code of Ethics and overseen by the Group 

Social and Ethics Committee, which also ensures the organisation 

complies with all applicable legislation, including King IV™.

EMPLOYEE SURVEYS
The Group conducts regular employee surveys to assess the 

effectiveness of its engagement efforts, evaluate alignment 

between its values and those of its employees and encourage open 

and honest feedback. The latest Employee Engagement Survey was 

undertaken in July 2018, and the results revealed a pleasing employee 

engagement score of 74%, which continues the improving trend of 

the past four years. Positive progress was noted on all metrics.

Annual employee engagement scores

2014 2015 2016 2018

59% 64% 70% 74%

Management approach

EMPLOYEE DEVELOPMENT
High-performance teams are key to Pioneer Foods’ ability to 

deliver on its vision and strategy. In the year under review, the 

Group invested R26.2 million (2017: R24.9 million) into employee 

development. This investment contributed to the creation of a more 

agile and skilled workforce that can contribute to the sustainable 

success and performance excellence of the business.

TALENT AND SKILLS
The Group maintained its well-established focus on attracting, 

developing and retaining exceptional talent to enhance organisational 

capability and nurture high-performing teams.

A comprehensive review of the Group’s talent and succession 

potential was undertaken and revealed a balanced distribution of 

talent across the organisation.

The development of technical skills remains a top priority, with 

ongoing significant investments made into apprenticeships and 

graduate internship programmes.

LABOUR RELATIONS
Pioneer Foods supports the right of its employees to collective 

bargaining and freedom of association with the labour union of 

their choice. Total union membership for the past financial year 

amounted to approximately 92% (2017: 86%) of the bargaining unit 

and 66% (2017: 65%) of all permanent employees.

The Group engages with unions through monthly shop steward 

meetings and quarterly gatherings of shop stewards, union officials, 

HR representatives and management. When required, specific 

forums are scheduled to discuss topics such as employment equity 

or undertake wage negotiations.

None of the Group’s divisions experienced industrial action incidents 

during the period under review.

PARENTAL LEAVE
The Group’s parental leave entitles female employees to four 

months’ paid maternity leave, during which time they are paid 78% 

of their regular employment package. To qualify, the employee 

must commit to returning to work for at least the same time period 

as the maternity leave they took. Employees who leave before the 

completion of this matched work period are required to repay a pro 

rata portion of their earnings during their maternity leave.
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Skills development

Total skills development spend for the 2018 financial year was 

R26.2 million (2017: R24.9 million), of which 83% (2017: 88%) 

was spent on black employees and 24.1% (2017: 22.4%) on black 

females, which is a key training focus area. As a direct result of 

this training investment, Pioneer Foods benefits from an enlarged 

skills pool with a good selection of employment equity candidates. 

The investment of R26.2 million into skills development represents 

1.38% of total staff costs for the financial year, which is well above 

the regulatory requirement of 1% of total annual staff spend.

PIONEER FOODS’ LEARNING ACADEMY
Learning and leadership is fundamental to the Group’s talent 

development and retention plans. The Pioneer Foods Learning 

Academy offers courses in various skills and organisational 

capabilities that are seen as priorities by various areas across the 

Group. These include:

• Leadership

• Marketing

• Manufacturing

• Sales

• Customer management

• Bakery management

FORMAL LEARNING PROGRAMMES
Two formal learning programmes are also offered, namely a 

Foundational Leadership Development Programme (FLDP) and a 

Senior Management Development Programme (SMDP).

The Group partnered with the University of Stellenbosch Business 

School to present the SMDP. This top-ranked business management 

programme is aligned to our identified core leadership capabilities.

The aim of the FLDP is to build and equip leaders with foundational 

leadership skills and an understanding of good leadership practices 

and behaviours. The programme aims to serve as the first building 

block in the manager’s career path and lays a solid foundation for 

further development.

A total of 48 employees participated in the FLDP and SMDP 

programmes in the past financial year. Of these, 84% and 

64% respectively, were black employees, and 32% and 27% 

respectively, were female employees.

MANUFACTURING EXCELLENCE PROGRAMME MEP
This dynamic programme includes modules on world-class 

manufacturing principles, resources and thought leadership. Since 

the Group adopted the MEP in 2015, a marked improvement in the 

areas of personal planning, problem solving and team leadership 

has been noted across the organisation.

CUSTOMER EXCELLENCE PROGRAMME
Pioneer Foods recently commissioned a Customer Excellence 

Programme aimed at developing sales and customer capabilities 

amongst key staff. This programme is currently being piloted 

with the intention to integrate it alongside the existing Marketing 

Leadership Development Programme (MLDP), into the Marketing 

Academy in 2019.

INVESTING IN FUTURE SKILLS DEVELOPMENT
The Group invests in developing the skills it recognises are needed 

to ensure that it remains future-fit. In the financial year under 

review, these future skills investments included:

• 35 apprenticeships (2017: 31)

• 146 employee bursaries (98 employee bursaries + 37 FLDP 

+ 11 ALDP) (2017: 138)

• 260 learnerships (2017: 275)

• 13 internships (2017: 0)

• 1 009 skills programmes (2017: 464)

Attracting and retaining talent

The Group recognises that a high staff turnover is not conducive to 

sustainable operations. In order to ensure business continuity it has 

implemented various actions and controls in this regard, including 

the following:

• Maturing the adoption of seamless end-to-end recruitment 

technology and processes in business.

• Improving the quality of candidates by reaching the passive 

talent segment through LinkedIn.

• Addressing structural skills scarcity in technology and logistics 

through graduate placement programmes and apprenticeships.

• Short- and long term incentive schemes are competitively 

benchmarked to ensure fair practices and remuneration that 

encourages the retention of skilled employees.

Annualised voluntary* turnover of Pioneer Foods salaried employees 

as at 30 September 2018 was 7.12%LA

PERFORMANCE REVIEWS
Employee performance is tracked through a comprehensive 

process of performance reviews and career development 

discussions. Performance reviews are conducted twice a year for 

all salaried employees, which is 34% of the total employee profile. 

The remaining 66% of employees are unionised, and therefore 

do not participate in the performance-based reward system. 

Their performance and operational efficiency discussions are 

undertaken by Mission Directed Teams that include labour union 

representatives.

FULLTIME EMPLOYEE BENEFITS
Pioneer Foods provides a comprehensive package of employee 

benefits to its fulltime employees. These benefit packages include:

• Medical scheme

• Life cover

• Trauma cover

• Spouse cover

• Permanent disability cover

• Temporary disability cover

• Income care protection

• Short-term incentives (STI) – senior management

• Long-term incentives (LTI) – senior management

• Retirement provision.

* Note:  In the 2018 financial year, voluntary turnover was measured as 

opposed to ‘turnover’ measured previously.
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EXCELLENCE AWARDS
The Pioneer Foods Excellence Awards are hosted annually to 

acknowledge outstanding contributions from teams and employees 

across the Group. The three categories of awards are as follows:

• Individual excellence

• Value ambassadors

• Community champions.

Teams are also recognised for exceptional delivery against their key 

performance indicators.

A total of 1 628 nominations were received from staff for the 2018 

awards (2017: 1 744).

Embedding values and nurturing culture

New Pioneer Foods employees undergo full onboarding and 

induction programmes that are customised to each business unit 

and employee level.

The Group shares operational and institutional knowledge through 

Team Pioneer, divisional MANCOs, CEO Roundtable, sales and 

marketing conferences, and the Marketing and HR Forums.

A culture refresh and refocus project will be launched in the coming 

financial year to maintain employee alignment with Pioneer Foods’ 

culture and values and embed the Employee Value Proposition.

Employment equity and transformation

Pioneer Foods is committed to embedding a culture of transformation 

across the Group so that employment demographics reflect the 

society in which the company operates. This commitment to 

diversity not only creates shared value across the business, but it 

also supports government’s national transformation agenda.

Wellness, health and safety

Fostering a culture of health and safety among employees, 

contractors and others within the Group’s value chain not only 

supports the wellbeing of all stakeholders but is also vital to the 

ongoing success of the Company.

To this end, Pioneer Foods establishes, maintains and continuously 

improves robust health and safety systems and programmes. In 

the year under review, the Group’s Lost Time Injury Frequency Rate 

(LTIFR) was 0.96, excluding hijacking and robbery-related incidents 

(2017: 1.25).

During the year, threeLA employees lost their lives. One was due to 

an accident on-site, while the other two were related to external 

factors, including an armed robbery during a customer delivery and 

an incident related to a public protest.

We deeply regret the passing of these three employees.

STAFF HEALTH AND WELLNESS INITIATIVES
The Group is in the process of rolling out an employee wellness 

programme that will align with the Employee Value Proposition. 

Reputable service providers are being contracted to:

• equip employees with the tools they need to effectively manage 

their overall wellbeing

• create an environment where employees feel supported and 

empowered

• enable a productive work environment where employees are 

fully engaged.

PEOPLE SAFETY
In the period under review, the Essential Foods Integrated 

Management System (IMS) implementation was completed 

and delivered a greater divisional focus on safety, health and 

environment (SHE). The system has entered a maintenance and 

performance management phase, and broader Group integration is 

now being considered.

This implementation included a programme to enhance the health 

and safety skills of SHE staff members posted at the various 

manufacturing sites as well as various other occupational health 

and safety training interventions.

CRIMINAL LIABILITIES AND FATALITIES DUE  
TO INJURIES ON ROAD
The Bakeries business operates a nation-wide delivery fleet, 

with a material portion of sales transacted in cash. The drivers of 

these vehicles are, therefore, vulnerable to road traffic incidents 

and hijackings.

Hijacking risk is formally addressed through a Hijack and Robbery 

Forum that was established in January 2015. This forum works to 

develop and disseminate best situational and general road traffic 

training. Specific employee care interventions are also in place 

for incidents, with pre-planned actions taken in accordance with 

the nature and severity of each incident. Interventions range from 

emotional care (trauma counselling) to financial compensation.

Since the forum was launched, the number of road transport 

incidents has dropped markedly.

The Group recognises the embedded risk due to the collection and 

handling of cash and has undertaken various pilot projects aimed at 

finding suitable cashless transaction alternatives. We also engage 

with various industry bodies and local law enforcement agencies 

to highlight and help address the risk of crime in this aspect of our 

business activity.

LOOKING AHEAD

The specific HR priorities in the coming financial year 

are transformation and the enhanced retention of black  

employees and female employees. The Group will 

continue to focus on talent management, succession 

planning and the implementation of fair wage increases 

in an affordable manner. In the long term, human capital 

focus areas include the following:

• Re-aligning the Pioneer Foods organisational culture.

• Attracting and retaining black and female talent.

• Meeting the Group’s transformation and employee 

equity targets.

• Implementing the employee wellness programme

• Refining the core capability programmes.

• Proactively engaging with unions to strengthen 

relationships.
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Management approach

Pioneer Foods embraces the King IV™ emphasis on stakeholder 

engagement as a solid base for good governance and, as such, 

actively engages with its stakeholders on a continuous basis.

The Group’s stakeholder relations policy clearly outlines the ways 

in which social, economic and environmental realities can impact 

the Pioneer Foods strategic objectives of creating shared value 

and business viability. In line with this policy, the communications 

team manages all messaging and communication with stakeholder 

groups and reports on this to the sustainability executive.

STAKEHOLDERS AND SUSTAINABILITY
The Group’s stakeholder and sustainability division is responsible 

for CSI, enterprise and supplier development, Group communications, 

stakeholder engagement and environmental sustainability initiatives. 

Effective stakeholder engagement is considered integral to executive 

decision-making.

Communication

Group communications takes a proactive approach to engaging with 

stakeholders as a key way of positioning Pioneer Foods as a highly 

dynamic food brand and good corporate citizen. Key focus areas in 

this regard are as follows:

• Clearly defining and profiling the Pioneer Foods corporate brand 

and identity.

• Strengthening relationships with the Group’s primary stakeholders 

through prioritised messaging and regular, relevant engagement.

• Creating, and entrenching, valuable relationships with key 

stakeholders across a variety of platforms and communications 

channels.

• Promoting and enabling effective and transparent two-way 

communication with stakeholders.

CONSUMER CARE MANAGEMENT
Pioneer Foods is a member of the CGCSA, which exists to safeguard 

consumer interests.

Consumers are key Pioneer Foods stakeholders and they are 

highly valued for the trust they place in its brands and products. 

The Group is committed to delivering consistently good consumer 

experiences, including making it easy for those consumers to 

provide feedback to the company and committing to resolving 

queries or complaints with precision and urgency.

The day-to-day management of the consumer care function is 

outsourced to a specialist service provider, which is supported 

by designated in-house personnel who are mandated to prioritise 

query analysis and resolution.

During the year under review, the Group conducted a comprehensive 

review of the consumer care function. This resulted in various 

upgrades and the standardisation of processes across operational 

divisions. These processes included the allocation of complaint 

categories, handling of general and red-alert complaints, and 

consumer compensation.

This standardisation project, which included centralising call 

logging from the call centre, has already delivered significant 

CREATING SUSTAINABLE VALUE continued

SOCIAL AND 
RELATIONSHIP 
RESOURCES

Social and relationship capital is defined as 

the institutions and stakeholder relationships 

that enable information sharing to enhance 

individual and collective wellbeing. These 

include:

• shared norms, values and behaviours

• intangibles associated with the 

organisation’s brand and reputation

• the organisation’s social licence to 

operate.



85PIONEER FOODS INTEGRATED REPORT 2018

 
GROUP AT 
A GLANCE

 
LEADERSHIP  
MESSAGES

 
STRATEGIC 

FOCUS

 
OPERATIONAL 

REVIEW

CREATING 
SUSTAINABLE 

VALUE

 
CORPORATE 

GOVERNANCE

 
REMUNERATION 

REPORT

 
FINANCIAL 

STATEMENTS
ADMINISTRATION

improvements in the form of enhanced consumer care reporting 

and more streamlined operating procedures. The priority, now, is 

to fully integrate the International division, as well as the recently 

acquired Heinz Foods SA division.

The refinements to consumer compensation procedures have 

been well received. In the past, consumers who expressed 

dissatisfaction with Pioneer Foods products would be given paper-

based vouchers for refund or replacement purposes. However, 

in March 2018, the South African Coupon Clearing Bureau (CCB) 

increased its coupon handling charges dramatically, making this 

approach less viable for the business, particularly when viewed in 

conjunction with current postal service inefficiencies and voucher 

difficulties often experienced by consumers. As a result, an 

alternative solution was introduced which involves digital vouchers 

being sent to consumers’ mobile devices. The paper vouchers will 

remain in circulation until these can be phased out entirely.

MARKETING
Marketing is an integral part of the executive management 

responsibilities of each of the Group’s operating divisions and is 

coordinated throughout Pioneer Foods by a group-wide marketing 

forum.

BRAND HEALTH
Brand health tracking is undertaken annually, with management 

responsible for tracking the availability of shelf versus market 

share. Brand health vulnerability tends to increase over time, mainly 

as a result of disruptive competition. Pioneer Foods holds several 

number two brand positions in various categories. These require 

constant monitoring as they tend to be more vulnerable to market 

shifts than the number one brand positions we hold.

Our key relationships

Details of the Group’s key stakeholders, and our engagements with 

them over the past year, are contained on page 14 of this report. 

However, a summary of the top stakeholder concerns, and Pioneer 

Foods’ response to these, is provided below:

MAIN EXTERNAL STAKEHOLDER ISSUES  
AND CONCERNS
• Fuel and staple food price increases at a time of general 

economic slowdown.

• Legislation regarding sugar tax, carbon tax, waste management, 

salt reduction and labelling.

• Land reform issues and debates, including food security and 

water rights issues.

• Food safety, with particular attention to listeriosis and other 

food-borne pathogens.

• Genetically modified organisms (GMOs).

• Use of glyphosate and palm oil.

• Increasing importance of environmental, social and governance 

(ESG) issues, particularly to investors and fund managers.

• Drought and water shortages.

• Electricity supply and quality of infrastructure.

MAIN INTERNAL STAKEHOLDER ISSUES  
AND CONCERNS
• Corporate culture

• Employee engagement

• Drought and water shortages

• Communication of CSI projects

A SUMMARY OF PIONEER FOODS’ RESPONSE
The Group is sensitive to the economic challenges that consumers 

are currently facing and takes great care to be cognisant of these 

when considering price increases.

Pioneer Foods complies with the DoH public health requirements on 

GMO foods. Our products are comprehensive, clear and accurately 

labelled, so consumers can easily determine the GMO status of a 

product to exercise their personal choice. Being committed to open 

and transparent communication, we continuously engage with 

consumers to support informed decisions.

It is still too early to assess the impact of the recently introduced 

Health Promotion Levy. However, we fully support government’s 

ultimate aim of enhancing national health and wellness and 

protecting consumers and society.

Droughts and water shortages in South Africa, particularly in the 

Western and Eastern Cape, remain a critical point of concern. 

Pioneer Foods launched a Water Crisis Committee to explore ways 

to mitigate this risk, conduct readiness exercises and engage with 

suppliers, specialists and local and national government.

The Group also collaborates with government in the Healthy Food 

Options Voluntary Industry Initiatives pioneered by the DoH. Any 

product development or upgrading is aligned to the Pioneer Foods 

sustainability agenda and consistent with our pursuit of healthier 

food and beverage choices.
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Transformation

ENTERPRISE AND SUPPLIER DEVELOPMENT
In the year under review, the Group continued investing in small 

and medium enterprises by providing medium- to long-term 

loans to a total value of R44.5 million (2017: R23.3 million). These 

funding facilities were made available to enterprise and supplier 

development initiatives in the spheres of distribution services and 

primary agriculture.

The Group’s ESD funding portfolio presently comprises 12 ventures, 

made up of four farms that are categorised as primary agriculture, 

seven Independent Distribution Contractors (IDCs) within bread 

distribution services, and one vending trolley company. Pioneer Foods 

chose to participate in the distribution and primary agricultural sectors 

due to being integral to the Group’s operations and providing fertile 

ground for introducing sustainable business practices. Matching 

enterprise and supplier development to overall strategy increases the 

likelihood of success and longevity for each supported project.

The Group believes wholeheartedly in the need for, and value of, the 

sustainable development of South Africa and aligns its development 

approach to the goals of the National Development Plan.

Pioneer Foods takes a holistic approach to supplier engagement, with 

a particular emphasis on transformation and, especially, the support 

and development of small businesses. This includes access to:

• business development support, including technical and business-

related interventions

• market opportunities, including procurement of goods by 

Pioneer Foods

• financial support, including start-up and growth-phase capital.

Primary agriculture

The Group continues to support majority black-owned commercial 

farming operations. These emerging farmers are mentored by 

established commercial farmers and Pioneer Foods employees to 

help them increase their yields and quality through sound agricultural 

practices. Business development and financial support is also made 

available to farmers, while access to markets is assured through 

the Group’s purchase of their produce. Currently, the main support 

focus areas within the primary agriculture sector are raisins, wheat 

and dried fruit

In the 2017/18 financial year, the total loan balance of R20 million 

was primarily used for purchasing land and providing working capital 

for participants in primary agriculture. The main projects supported 

during the period under review are detailed below:

FOCUS AREA BENEFICIARIES DESCRIPTION

Enterprise and supplier 

development

Aquanoir 

Primary Agriculture

A raisin farm in Vanrhynsdorp with majority shareholding belonging to four BEE 

beneficiaries that are under the leadership mentorship of Klaas September.

Perde Eiland 

Primary Agriculture

A raisin farm in Marchand in the Northern Cape with majority shareholding 

belonging to 12 BEE beneficiaries and mentored by an experienced commercial 

farmer, Jeffrey Matladike.

Agri Dwala A farm that produces wheat, canola, oats and lupines, as well as livestock. The 

project is now 100% black-owned and supports 19 BEE beneficiaries. The farm is 

well maintained and under the supervision of beneficiaries and directors, Marius 

Engel and Daniel Pieters.

Doornkloof This has developed into one of the best producing fruit farms in the area. It supplies 

Pioneer Foods’ Worcester Treefruit operation with apricots, pears and peaches. 

There are four BEE beneficiaries with a 51% shareholding. 

In addition, during the year under review, the Group procured produce worth R43.4 million from various BEE farm projects.

CREATING SUSTAINABLE VALUE | Social and Relationship resources continued
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Distribution services

Since the 2016/17 financial year, the Group has been supporting Independent Distribution Contractors (IDCs) who provide distribution 

services to the Bakeries division. Pioneer Foods, through its ESD initiatives, offers these IDCs favourable funding support. This model affords 

the IDCs an opportunity to grow their businesses and ensure they remain viable and sustainable enterprises.

A total of eight ESD initiatives were financed in the period under review. The loans were used primarily to purchase vehicles for seven IDCs 

and had the positive impact of directly creating 217 additional employment opportunities. The table below provides the details of each of 

these initiatives:

Enterprise and supplier development initiatives

BENEFICIARY DESCRIPTION

Thabamoroji

Bochum, Limpopo Province

The Sasko Bochum IDC was enabled by the financial and business support provided by 

Pioneer Foods. This initiative employs 43 people and covers 12 routes. 

Thabamoroji

Tzaneen, Limpopo Province 

In this reporting period, Peter Theledi of the Bochum IDC started a second depot in Tzaneen, 

employing 62 people and covering 16 routes. 

Invoiceworx

Gert Sibande Municipality (Ermelo), 

Mpumalanga Province

A new IDC in Ermelo became operational in February 2018. This distribution centre employs 

31 people and has 16 routes.

Tebatso Logistics

Lebowakgomo, Limpopo Province

This IDC launched in September 2018, employs 31 people and will operate 8 routes.

Invoiceworx

Ehlanzeni District Municipality (Nelspruit), 

Mpumalanga Province

The IDC started a second depot in Nelspruit during September 2018, employing 29 people 

and running 9 routes.

LYM Projects

Mthatha, Eastern Cape

Launched in September 2018, this IDC employs 9 people and operates 3 routes.

Leytes Strait

Orange Farm area, Gauteng Province

This IDC started in September 2018 and employs 12 people. It will run 4 routes.

Brainwave Trolley vendor machines were donated to a BEE company as part of the enterprise 

development grant

Preferential procurement

The Group’s supplier selection process is based on preferential procurement policies, including a strong leaning towards BBBEE as a key 

selection requirement.

In the year under review, total spend on Qualifying Small Enterprises (QSEs) was 3.6% (2017: 4.0%), while spend on Exempt Micro Enterprises 

(EMEs) was 6.9% (2017: 7.7%) of the Group’s total measured procurement spend.
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BROADBASED BLACK ECONOMIC EMPOWERMENT
The amended AgriBEE Sector Code AgriBEE, to which Pioneer 

Foods subscribes, was gazetted on 8 December 2017. New 

minimum requirements were introduced for priority elements 

such as ownership, skills development, and enterprise and 

supplier development.

The Group’s BBBEE rating for the 2018 financial year was calculated 

using this amended agricultural sector (AgriBEE) scorecard and 

consequently declined from the level 3 achieved against the old 

scorecard, to level 7. This is largely attributable to the changes in 

the scorecard, but Pioneer Foods remains committed to continue 

driving transformation in a way that will restore and improve the 

Group’s BBBEE ratings in the future.

AGRIBEE SCORECARD

BBBEE ELEMENT

WEIGHTING

(AGRIBEE CODES) 2018

Ownership 25 18.88

Management and control 19 7.98

Skills development 20 8.23

Enterprise and supplier 

development 40 23.67

Socio-economic development 15 11.90

Total 119 70.66

Level 7

Socio-economic development

Pioneer Foods contributes to social, economic and cultural 

transformation through community empowerment and upliftment 

projects. These projects are aligned to the national development 

goals and strategically relevant to the business, recognising that 

uplifting society also contributes to higher consumption levels of 

quality foodstuffs.

CORPORATE SOCIAL INVESTMENT
The Group’s CSI activities are aimed at addressing the key causes of 

social challenges in South Africa, such as poor access to education,  

hunger, poverty and limited economic participation. We financially 

support, and are actively involved in, various community projects 

within the areas of education, the environment and food security.

In the financial year under review, Pioneer Foods distributed 

R12.1 million (2017: R9.6 million) through its Flagship Schools 

Breakfast Nutrition Programme, as well as via smaller CSI projects 

and partnerships. This excludes contributions from the dedicated 

Pioneer Foods Education and Community Trust (PFECT).

CREATING SUSTAINABLE VALUE | Social and Relationship resources continued

The Pioneer Foods Schools Breakfast Nutrition Programme, 

which began in 2015, provides a healthy and nutritious start 

to the day for more than 26 000 disadvantaged children in 

29 schools across South Africa. The 

programme involves providing nutritious cereals, like 

Pronutro, Bokomo Corn Flakes and White Star Instant 

Porridge, to the schools, along with bowls, spoons, 

milk and aprons for the food handlers. The programme 

complements the Department of Basic Education’s 

National School Nutrition Programme.

The Bakeries division within Essential Foods continued its 

Siyasizana programme for the incentivised collection of bread 

bags. This initiative raises money towards the provision of basic 

infrastructure in community-based day care centres while, at the 

same time, reducing environmental impacts. Since inception, 

2 936 day care centres have been helped through the collection 

of 6.021 million bags. A total of 9 033 prizes were awarded to the 

value of R2.21 million.
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PIONEER FOODS EDUCATION AND  
COMMUNITY TRUST
PFECT was established in 2012 as part of the Group’s Phase II 

BBBEE initiative (a beneficiary of the Pioneer Foods BBBEE Trust). 

It exists to support community and education-related programmes. 

In the year under review, dividends and CSI contributions recovered 

from the Group provided R11.5 million in funding (2017: R8.3 million).

The combined Pioneer Foods and PFECT social contribution for the 

2017/18 financial year was R23.6 million (2017: R17.7 million). Over 

the past five years, the total CSI spend across all categories can be 

broken down as follows:

BENEFICIARIES OVER THE FIVE YEARS:

TOTAL DIRECT 

BENEFICIARIES

135 202

TOTAL INDIRECT 

BENEFICIARIES
(family and students)

358 131

OVERALL 

BENEFICIARIES

493 333

R1 400 000 
COMMUNITY PROJECTS

R1 965 000 
EDUCATION PROGRAMMES

R10 517 793 
YOUTH DEVELOPMENT

R15 852 915 
BURSARIES

PFECT FIVEYEAR 
SUMMARY
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PFECT supports the running of MYC, 

which targets in-school and out-of-

school youth. This initiative includes 

improving academic performance, 

life skills, health, wellness and sport, 

and youth economic development.

The bursaries support 

disadvantaged black students in 

high school and tertiary institutions. 

The tertiary students are studying 

in the fields of food science, 

accounting, engineering and 

marketing. Pioneer Foods has 

provided in-service training 

for some of the engineering 

students over the years. In 

2018, approximately 55 students 

(2017: 41) were bursary 

recipients in this programme. 

This youth development programme 

runs camps, workshops and initiatives 

for underprivileged youth in Paarl, 

Western Cape.

PFECT supports the 

MOT-SA life skills training 

programmes for high 

school and college youth.

EDUCATION

FOOD 
SECURITY

COMMUNITY 
PROJECTS

PFECT supports this initiative, which 

assists residents in the Kayamandi 

township with small loans to start 

small-scale businesses, such as 

dressmaking, selling cooked food, 

providing crèches and catering. 

2018  
CSI FOCUS AREAS 

AND PIONEER FOOD 
CONTRIBUTIONS

PFECT bursary 
programme1 

R7.6m
2017: R4.2 million

Mbekweni Youth 
Centre (MYC)1

R2.6m
2017:  

R2.4 million

MOT-SA1

Nil
2017: R400 000

Paarl Youth Initiative1

R200 000
2017: R200 000

School Breakfast 
Nutrition Programme2

R7.5m
2017: R8.6 million

Other initiatives2

R3.1m
2017: R977 628

Love to Give – 
sustainability 

livelihoods initiative1

R303 600
2017: R246 000

Through its School Breakfast Nutrition 

Programme launched in 2015, the Group 

provides breakfast to 26 190 children 

(2017: 25 788) in six provinces daily. The 

programme is currently active in 29 schools 

(2017: 30) in the Western Cape, Northern 

Cape, North West, Limpopo, Free State and 

KwaZulu-Natal. Our breakfast programme 

is in addition to the lunch provided by 

the Department of Basic Education’s 

National School Nutrition Programme 

(NSNP). Improved efficiencies within 

the supply chain have allowed 

Pioneer Foods to feed more 

children for a lower total 

spend in 2018.

Monetary and product 

donations to various 

organisations that work 

with and/or within 

disadvantaged 

communities.

INITIATIVES

1 PFECT

2 Pioneer Foods’ CSI
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LINKING OUR SUSTAINABILITY GOALS TO THE 
NATIONAL DEVELOPMENT PLAN
Three years ago, Pioneer Foods made the strategic decision to 

link its entire CSI budget to its core business of manufacturing and 

distributing food products. All CSI initiatives have also been aligned 

to the United Nations Sustainable Development Goals and South 

Africa’s National Development Plan (NDP).

The Group’s current CSI programme, and the linkages between 

these initiatives and key sustainable development objectives, are 

shown in the following table:

SOCIAL DEVELOPMENT GOALS

Key partners and programmes

Zero hunger

• Department of Basic Education (DBE)

• Schools Breakfast Nutrition Programme

Quality education

• DBE

• Schools Breakfast Nutrition Programme

• PFECT: Bursary Programme

Decent work and economic growth

• HR policies

• Trade unions (e.g. FAWU)

Partnerships for the goals

• DBE

• DOH

Reduced inequalities

• ESD

• BEE farms

• BEE IDCs

Life below water

• Our John West shredded tuna (in salt water 

or sunflower oil) is certified to the Marine 

Stewardship Council (MSC) Fisheries 

standard. The source tuna stock is fully 

traceable, from vessel to can

LOOKING AHEAD

Pioneer Foods embraces the responsibility it has to make a 

positive contribution to uplifting and empowering societies 

and communities, particularly in the areas and markets in 

which we operate. The goal is to unlock and deliver shared 

value with these communities to achieve mutual benefits, 

so that while we pursue our business objectives, we 

simultaneously make a sustainable positive difference in 

the lives and futures of those around us.

We believe education, youth development and food 

security are the primary social areas that will contribute 

positively to these communities in the coming years, and 

our key social upliftment focus areas will therefore be to:

• provide financial assistance with tertiary education 

and job opportunities in Pioneer Foods for graduates

• continue growing our Schools Breakfast Nutrition 

Programme

• contribute towards the development of future leaders 

and the holistic needs of young people through our 

youth development projects.
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Areas of expertise

In this information age, intellectual capital has a key role to play 

in the success of any enterprise. Pioneer Foods’ intellectual 

capital includes our systems, research and development policies, 

procedures, controls and corporate culture. This intellectual capital 

links to human capital in the organisation through employee 

competence, skills, corporate ethics and values, and training and 

development, which includes knowledge of work procedures.

The collective value of Pioneer Foods’ intellectual capital informs and 

propels our business strategy. Building on the other five capitals, it 

enables the Group to remain sustainable and industry-leading.

The Group’s intellectual capital comprises:

CREATING SUSTAINABLE VALUE continued

INTELLECTUAL 
RESOURCES

Intellectual capital refers to organisational, 

knowledge-based intangibles, including:

• intellectual property, such as patents, 

copyrights, software, rights and licences

• organisational capital, such as tacit 

knowledge, systems, procedures and 

protocols.

Although intellectual capital cannot always 

be quantified in financial terms, for many 

organisations it is critical for creating value, 

delivering on strategy, and remaining 

competitive.

Food 
manufacturing 
management

Corporate  
culture

Our human  
assets

Marketing

FMCG  
insight and 
competitive 
intelligence

Understanding  
of our  

customers  
and markets

Supply chain, 
production lines 

and logistics 
management

Leadership 
and institutional 

knowledge

The sector in which we operate is highly competitive and as such, 

we require a clear understanding of the entire FMCG industry as 

well as local and global consumer trends, to stay relevant and 

deliver consistently against the high standards expected of us. To 

achieve our strategic objectives, we must have a suitably skilled, 

diverse and dynamic team of employees.

Brands and trademarks

Pioneer Foods has 1 569 trademarked products across the Group. 

Through the strong and trusted Pioneer Foods brand, the value 

of the products we provide is enhanced far beyond the mere 

functional purposes for which they exist. Consumers know that 

Pioneer Foods products include added value, and they are prepared 

to pay a premium for this value.

Pioneer Foods’ intrinsic quality is acknowledged by other industry 

participants. In the 2018 Sunday Times Top Brands awards, Sasko, 

Spekko and White Star have consistently remained in the top 10, 

of the Essential Foods category, while Wellington’s Sweet Chilli, 

LiquiFruit, Fruitree and Ceres are all also ranked amongst the top 

10 condiments and fruit-based drinks respectively. John West is in 

the top 5 list of tinned foods.

Fruitree also emerged the winner in the 2018/19 Ask Afrika Icon 

Brands Awards under the Long-Life Fruit Juice Still Category.

Standards and procedures

Pioneer Foods complies with the following international standards 

and procedures:

• Hazard Analysis and Critical Control Points (HACCP)

• ISO 14001 (Environmental Management)

• ISO 9001 (Quality Management) – selected elements

• FSSC 22000 (Food Safety and Quality)
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In addition to adhering to the customer-specific requirements that 

apply to the entire Pioneer Foods product basket, the Group has 

adopted the FSSC 22000 standard for all manufacturing sites. This is 

the same standard to which most South African retailers, as well as 

the CGCSA, subscribe.

The FSSC 22000 standard ensures compliance with applicable food 

safety and quality requirements, in particular product recall protocols. 

The product recall procedures, in all divisions of the Group, are 

verified annually by external certification bodies.

Any new sites that are not yet certified in line with FSSC standards 

are scheduled to undergo certification. Until such certification is 

completed, these sites are externally audited against Global Food 

Safety Initiative (GFSI) standard adopted by the South African retail 

sector and administered by the CGCSA.

Management considers the current controls sufficient to ensure 

compliance with all standards and procedures. There were no failed 

audits during the period under review.

INGREDIENT RISK
The Group centrally ensures the compliance of all ingredients used 

in its products with local and international product integrity and 

quality standards. This vital and highly sensitive process is managed 

by experienced professionals to ensure all required criteria and 

controls are in place.

No products were recalled during the period under review.

Technology and processes

standardise, optimise and automate business processes across the divisions

ensure efficiencies and cost optimisation throughout the business

effectively deploy technology to overcome business challenges and capitalise on opportunities

stay abreast of general technology trends in the FMCG and consumer packaged goods (CPG) sectors

The key outcomes targeted by the Group’s technology, systems and processes are to:

To achieve these objectives, the Group operates an end-to-end technology 

stack that includes the following components:

The Group’s SAP ERP system is at the core of its management software. The SAP system underpins and enables business process 

automation and real-time information availability in an integrated manner across all the functions of product development, supply chain, 

manufacturing, sales and distribution, marketing and customer management. The adoption of the Google Suite of products during the 

2017/18 financial year has materially improved collaboration across the business.

Data centre hosting

Physical enterprise and 

mid-range server and 

storage

Connectivity elements 

(LAN/WAN/internet)

Application layer integrated 

with third-party information 

and communication 

technology (ICT) systems

Enterprise collaboration 

product suite

Business intelligence 

capabilities

End-user devices, 

multifunction printing, 

video conferencing and 

telephony equipment
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LOOKING AHEAD

The major focus area for the year ahead will be the 

upgrade of the Group’s ERP system. This will touch all 

parts of the business.

A third-party transportation solution, Plato, integrates seamlessly 

with the SAP ERP solution, and the Group’s distribution centres 

utilise the warehouse management modules that come bundled 

with the SAP solution.

Given Pioneer Foods’ unique requirements, customised solutions 

have been developed within the SAP core system. These bespoke 

systems facilitate the specialised processes involved in vine fruit 

intake and commodity trading.

ENSURING A FUTUREFIT BUSINESS WITH 
PROJECT SKY
In response to the identified need to be constantly innovating and 

evolving our systems to secure our position as a digital leader in 

our sector, the Group has started a project aimed at upgrading and 

simplifying the existing SAP landscape. The ultimate goal of the 

project, known as Project Sky, is to achieve better system alignment 

to the Pioneer Foods Group operating model and deliver improved 

flexibility and agility that will support and facilitate future growth.

At a practical level, Project Sky involves reimplementing the Group’s 

current SAP ERP system on the new SAP S/4HANA platform. The 

key objectives of Project Sky are as follows:

• Rebuild the SAP core platform to fully align business 

processes to global best practice;

• Ensure a system that is easy to use and upgrade;

• Identify and implement business KPIs to ensure an insight-

driven organisation;

• Enable effective workforce engagement; and

• In total, create a future-ready management and ERP system 

that enables an agile, flexible and future-fit organisation.

Project Sky is a proactive, innovation-led response to various 

challenges facing the current SAP legacy system, not least of which 

are aging infrastructure and the imminent expiration of maintenance 

and support for the existing system. The functional capability 

available in SAP S4/HANA fully accommodates Pioneer Foods’ 

operating model and paves the way for top to bottom digital 

business transformation.

Monitoring trends and data

Pioneer Foods combines Nielsen research insights with various 

other electronic point of sale (EPOS) data across 20 research 

categories. This allows for better understanding of the needs and 

expectations of retail consumers and the tailoring of our offering 

to meet, or exceed, those needs.

Sources like Trade Intelligence, Mintel and BMI provide a broad-

based perspective of forward-looking trends and consumer 

dynamics, including econometric monitoring.

Consumer sentiment is measured through an annual brand 

health survey that assesses perceptions of key categories and 

products and compares these to consumer views of competing 

brands. This data forms part of the more comprehensive, ongoing 

consumer review process, the outcomes of which not only inform 

product development decisions, but are also leveraged to improve 

procurement, marketing and logistics and assist with market sizing 

and opportunity development.

Research and development (R&D) teams in the Groceries and 

Essential Foods divisions work closely with brand teams to develop 

new products and formulations in line with identified consumer 

trends and preferences.
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Management approach

The sustainability of Pioneer Foods is dependent on the 

organisation’s access to reliable agricultural outputs. This, in turn, 

is underpinned by environmental factors. For this reason, the 

Group considers responsible management of natural capital and a 

commitment to environmental sustainability as both its moral and 

strategic imperatives.

Building resilience to environmental changes

CDP FORMERLY THE CARBON DISCLOSURE 
PROJECT
The CDP runs a global disclosure system that enables organisations 

to measure, manage and disclose their carbon-, forest-, water- and 

supply chain-related risks and opportunities. The CDP provides a 

scoring system that measures Pioneer Foods’ progress towards 

effective environmental stewardship and assesses the Group’s 

awareness of, and responses to, climate change issues.

This year, the CDP did not send its findings on Pioneer Foods’ 

carbon footprint or climate change impact, due to changes in its 

own measurement and reporting systems. Emissions data from 

the CDP will be resumed in the next report.

Environmental sustainability initiatives

ENVIRONMENTAL IMPACT
The Group monitors and manages its environmental impact by 

means of organisational targets and KPIs for energy and water 

usage as well as waste minimisation. Data is collated at site level 

and presented monthly to the Group executive committee.

ENERGY MANAGEMENT
Energy savings are a business imperative, not only in order to 

achieve improved operational efficiencies and cost savings, but 

also as a reflection of the Group’s commitment to being a good 

corporate citizen.

The Group’s partnership with an energy service provider continues 

to attain energy savings. In the 2018 financial year it recorded a 

saving of R26 million (2017: R21 million).

The energy cost reductions were delivered mainly through the 

following projects:

NATURAL 
RESOURCES

All environmental resources and processes 

that provide goods or services that support 

the past, current or future prosperity of an 

organisation. It includes:

• management approach

• green initiatives

• carbon emissions

• water and electricity usage

• environmental initiatives (e.g. recycling).

STEAM AND BOILER OPTIMISATION
Replaced existing boilers with coal boilers and optimised 

existing site boilers for cost savings. Pioneer Foods  

buys steam from an independent service provider.

R30.1 million
(since inception in 2014)

LIGHTING
Replaced existing lights with energy-efficient alternatives.

R7.3 million
(since inception in 2014)
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The Group has made headway in reducing energy and fuel 

consumption, monitoring usage and implementing energy-saving 

measures.

In the 2017/18 financial year, Scope 1 (direct) emissions were 

109 328tCO
2
eLA (tonnes of CO

2
 equivalent) (2017: 102 533 tCO

2
e). 

Total scope 2 (indirect) emissions, including electricity and steam 

purchased, were 284 873 tCO
2
eLA (2017: 280 753 tCO

2
e), bringing 

total combined emissions to 394 201tCO
2
e (2017: 383 286 tCO

2
e).

In terms of the amount of energy used per ton of product produced, 

the Group’s combined energy usage remained unchanged. This was 

due to more efficient production methods, despite higher volumes.

ENERGY SAVING THROUGH SOLAR PANELS
Pioneer Foods contracted an energy solutions provider to roll out a 

national solar programme over five manufacturing sites in 2016. With 

a combined size of 2.5MWp, this programme reduced electricity 

consumption across the sites by 4 155 MWh (2017: 3 068 MWh), 

providing a saving of R2.5 million (2017: R1.6 million). This reduction 

included maximum demand savings and reduced the Group’s carbon 

emission footprint by approximately 4 030 tons of CO
2
 equivalent.

WATER
The production of food items is a water-intensive process, so 

water conservation is a top priority for Pioneer Foods. We actively 

measure and, where viable, work to reduce the amount of water 

used per ton of product produced. In the 2018 financial year, the 

Group used 1.8 million m3 LA of water, which was down from the 

1.9 million m3 used in the 2016/17 financial year.

The severe drought experienced in the Western Cape was a major 

challenge for the Group’s operations, compelling Pioneer Foods 

to implement comprehensive water response strategies aimed at 

securing business continuity in a water constrained future.

As a departure point, water management frameworks and response 

measures were developed for all the Group’s Western Cape sites. 

These have now been rolled out across the other drought-stricken 

provinces. The Group has also adopted a ‘quick wins’ approach to 

water-saving while, at the same time, investigating longer-term 

solutions and strategies.

Examples of these quick wins include such initiatives as the use of a 

solution to reduce the number of litres per toilet flush, the installation 

of waterless urinals, eco shower heads, shank flush controls and 

one touch taps. All of these have been implemented and delivered 

water savings of approximately 112 720 kilolitres (2017: 484 843 

kilolitres) in the past financial year.

Pioneer Foods also partnered with providers of specialised water-

saving mechanisms, with several commissioned to improve process 

efficiencies and lower water consumption in our operations. For 

example, the number of backwashes was reduced at our Ceres, 

Wadeville and Western Cape sites, with backwash water now 

also being recovered and reused. New water pressure regulating 

pumps are providing further water savings.

The short-term water supply risk in the Western Cape was 

addressed through the installation of storage tanks to circumvent 

municipal water rationing. Where practical, boreholes were sunk at 

certain plants and groundwater treatment devices are also being 

fitted. Water quality assessments are conducted routinely and 

strictly monitored.

Given the ongoing deterioration of utility infrastructure, availability 

and reliability, the Group is investing in its own essential infrastructure 

to ensure business continuity. This includes fire defence systems 

and related water supply. Pioneer Foods appointed a service 

provider to survey all manufacturing sites for additional water-saving 

opportunities. Additional water meters are being installed for detailed 

water audits aimed at driving targeted reductions in future.

A Water Crisis Committee was established under the leadership 

of Dr Elroy Goliath, executive: Group supply chain, to manage and 

monitor all water-related challenges.

WASTE
While waste is an inevitable output of Pioneer Foods operations, 

the responsible management of waste provides secondary value-

creation opportunities.

Waste reduction, recycling and reuse options are continuously 

explored and implemented, particularly in the areas of yield 

improvement and product waste management. Contracts are in 

place with recycling service providers and recycled material is 

reused wherever possible.

The Group does not currently report on audited waste metrics, but 

a waste management strategy is being developed to measure and 

monitor the impact of Group initiatives in this regard.

TARIFFS
Switched sites to most cost-effective energy tariff.

R18.6 million
(since inception in 2014)

SOLAR
Installed solar PV panels at selected sites.

R12.9 million
(since inception in 2016)
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The table below provides detailed resource usage statistics for the group over the past four years.

2018 2017 2016 2015

Total energy consumption

Coal (tonnes) 11 700 9 853 9 185 9 620

Petrol (litres) 19 313 20 277 48 166 27 764

Diesel (litres)1 225 527 481 108 425 937 1 556 128

Diesel (litres)2 6 950 889 7 286 805 7 814 224 9 608 512

Paraffin/lo 10 (litres) 8 280 889 8 187 177 8 769 004 7 469 839

LPG (kilograms)3 1 571 631 1 330 003 1 811 064 1 703 617

LPG (kilograms)4 388 775 465 632 194 159 505 346

Natural gas (kilograms)5 5 635 661 5 511 739 5 562 571 5 476 599

Heavy fuel oil (HFO) (litres)6 5 450 417 5 854 568 7 788 960 7 204 060

Total electricity purchased (MWh) 247 363 242 771 253 505 262 509

Total steam purchased (tonnes) 58 157 52 310 38 430 32 165

Total water consumption

Municipal water (KL) 1 787 280 1 759 967 2 150 038 2 252 407

Underground water (KL) 36 436 46 676 17 834 25 350

Surface water (KL) 101 169 115 917 240 818 270 560

1 Stationary equipment (generators, boilers, etc.) 4 Forklifts

2 Mobile equipment (vehicles and forklifts) 5 Sasol gas/Egoli gas

3 Stationary equipment (boilers, ovens, heating, etc.) 6 Stationary equipment (boilers, ovens, heating, etc.)

ESG ratings

ABOUT FTSE RUSSELL
FTSE Russell is a leading global index provider that creates and 

manages a wide range of indexes, data and analytic solutions across 

asset classes and investment styles and strategies. Covering 98% 

of the investable market, FTSE Russell indexes offer a true picture 

of global markets.

The ESG ratings and data model allows investors to understand a 

company’s exposure to, and management of, ESG issues in multiple 

dimensions. The ESG ratings are comprised of an overall Rating 

that breaks down into underlying pillar and thematic exposures 

and scores. The pillars and themes are built on over 300 individual 

indicator assessments that are applied to each company’s unique 

circumstances.

The table below provides a summarised view of the ESG ratings of 

Pioneer Foods for the period under review, as well as a comparison 

of those ratings to the industry and country averages.

ESG RATINGS COMPARISON TABLE

RATING/PILLARS/THEMES EXPOSURE

PIONEER 

FOOD 

GROUP

SUB  

SECTOR 

AVERAGE

INDUSTRY 

AVERAGE

COUNTRY: 

SOUTH 

AFRICA

ESG Rating 3.5 2.2 2.4 3.3

Environment Score High 2.9 1.9 2.1 2.9

Climate Change Medium 5.0 2.3 2.5 3.5

Environmental  

Supply Chain High 2.0 1.7 2.0 1.9

Pollution & Resources Medium 2.0 2.2 2.2 2.2

Water Use High 3.0 1.8 2.0 3.1

Social Score High 3.4 1.9 2.1 2.8

Customer Responsibility High 5.0 1.9 2.1 2.2

Health & Safety Medium 3.0 1.8 2.0 2.7

Human Rights & Community High 3.0 2.0 2.4 3.6

Labour Standards High 3.0 1.8 2.0 3.0

Social Supply Chain High 3.0 1.8 2.1 2.1

Governance Score Medium 4.3 2.9 3.0 4.1

Anti-Corruption Medium 4.0 2.4 2.5 3.7

Corporate Governance Medium 5.0 4.1 4.2 4.8

Risk Management High 4.0 2.4 2.6 3.7

LOOKING AHEAD

In the coming years, Pioneer 

Foods will focus intently on 

developing appropriate responses 

to the water constraints in-

creasingly being felt across South 

Africa and the rest of the world. 

Combined with ongoing initiatives 

to reduce carbon, waste and 

energy demands, a continued 

focus on water usage efficiencies 

in food manufacturing can deliver 

best practices that could be 

disseminated widely.
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CREATING SHARED VALUE 
FOR ALL STAKEHOLDERS 
IS A PRIORITY FOR 
PIONEER FOODS.
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BOARD OF DIRECTORS

1. ZL KK COMBI66 

Diploma in Public Relations

Chairman of the Board, independent non-executive director, member of 

the human capital committee and chairman of the nomination committee 

Mr Combi was the executive chairman of Thembeka Capital Ltd, 
until its unbundling in 2014. He holds a diploma in public relations 
and was awarded the EY South African of the Year Award in 2000, 
as well as the World Entrepreneur of the Year in Managing Change 
Award in 2001. Mr Combi is a member of the Institute of Directors 
of South Africa and serves on various listed and unlisted companies’ 
boards. Director since 29 March 2010.

3. PROF ASM MOHAMMAD KARAAN50 

BSc Agric, BSc Agric (Hons), MSc Agric, PhD (Agric)

Non-executive director, chairman of the social and ethics committee 

Prof Karaan joined the Development Bank of Southern Africa as an 
economist and, thereafter, joined the Rural Foundation as Head of 
Research. In 1996 he joined Stellenbosch University as a lecturer 
in the Faculty of Agriculture. In October 2008 he became Dean of 
the Faculty of AgriSciences at Stellenbosch University and was 
reappointed in November 2013 for a second term. From 1 May 2014 
until 31 May 2015, Prof Karaan served as Acting Vice-Rector. Prof 
Mohammad Karaan is a professor in Agricultural Economics at 
Stellenbosch University. He is a member of the National Planning 
Commission. Director since 29 March 2010.

2. N NORMAN CELLIERS45 

BEng (Civil), DipSoc (Oxon), MBA (Oxon)

Non-executive director, member of the risk committee and the human 

capital committee 

Mr Celliers holds a BEng (Civil) degree from Stellenbosch 
University and an MBA from the University of Oxford (England). 
His professional experience includes engineering, management 
consulting and private equity in South Africa and abroad. He has 
been the CEO of Zeder Investments Ltd since 2012 and serves on 
numerous boards, including Capespan Group Ltd (chairman) and 
Quantum Foods Holdings Ltd. Director since 1 October 2012.

4. NS NONHLANHLA MJOLIMNCUBE59 

MA (City and Regional Planning), Executive leadership qualifications (Harvard and 

Wharton, USA), Postgraduate Certificate: Technology Management (Warwick, UK)

Independent non-executive director, member of the social and ethics 

committee 

Ms Mjoli-Mncube is a fellow of the Massachusetts Institute of 
Technology and Aspen Global Leadership Institute, USA. While in 
the USA, Ms Mjoli-Mncube served in executive roles for close to 
ten years. She is the former economic advisor to the Presidency 
and former deputy chair of the Construction Industry Development 
board. Ms Mjoli-Mncube serves on the boards of several listed 
companies and has held executive positions. She is a recipient 
of the SABC Businesswoman of the Year Award and currently 
manages her own construction company, as well as a diversified 
investment company. Director since 25 November 2004.
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5. G GERRIT PRETORIUS70 

BSc, BEng, LLB, PMD

Lead independent non-executive director, 

chairman of the human capital committee 

and a member of the nomination committee

Mr Pretorius is an electrical engineer 
by qualification and profession. He 
was an executive director and CEO 
of Reunert Ltd until retiring in August 
2010 after 37 years of service. Since 
his retirement, he has been appointed 
as a non-executive director to the 
boards of various companies. Director 
since 17 February 2012.

7. NW NORMAN THOMSON67 

BCom, CA(SA)

Independent non-executive director, chairman of the audit committee, 

member of the risk committee and human capital committee 

Mr Thomson worked for Woolworths for 22 years, serving in 
various senior positions in Foods, Store Operations and Supply 
Chain. He was appointed to the Woolworths Group board in 2000 
and held the position of Group finance director from 2001 until his 
retirement in 2013. He also served as a director on the board of 
Country Road in Australia and was chairman of the Woolworths 
group subsidiaries in Kenya, Tanzania, Uganda, Nigeria and Zambia 
until 2014. Director since 19 November 2015.

6. AH ANDILE SANGQU51 

BCom (Acc), BCompt (Hons), CTA, Higher Dipl Tax Law, MBL 

Independent non-executive director, chairman of the risk committee 

Mr Sangqu was previously group executive of sustainability and risk at Impala Platinum. Prior to 
his role at Impala Platinum, he was executive director for Glencore Xstrata South Africa, served 
on the Chamber of Mines’ National Development Plan Committee and held executive and non-
executive roles at Kagiso Trust Investments.

Since 1 June 2015, Mr Sangqu has held the position of executive head for Anglo American in 
South Africa. He currently serves as a director of Business Leadership SA, deputy chairman 
of NEPAD Business Foundation and is the vice president of the Minerals Council South Africa. 
Among his other qualifications, Mr Sangqu completed an Advanced Management Programme 
(AMP) at Insead Business School. Director since 24 February 2006.

8. PJ PIET MOUTON42

BCom (Mathematics) 

Non-executive director, member of the risk committee 

Mr Mouton is the chief executive officer of the PSG Group. He 
serves as a director on the boards of various PSG Group companies.
Director since 19 November 2015.

 5  6  7  8



102

9. SS SANGO NTSALUBA58 

BCom, BCompt (Hons), HDip Tax Law, CA(SA), MComm 

Independent non-executive director, member of the audit committee, 

risk committee and nomination committee

Mr Ntsaluba is a founding member and executive chairman of 
NMT Capital. He represents NMT Capital in various boards which 
include Goldplat Recovery and ELCB. He has vast experience 
as a businessman and senior executive and has been involved 
in the auditing profession for over 30 years. Mr Ntsaluba also 
serves as a board member and chairman of the respective audit 
committees of Barloworld Limited, Kumba Iron Ore and various 
public sector boards such as the National Housing Finance 
Corporation, in addition to being a member of other committees 
in these organisations. He founded SizweNtsalubaGobodo, one 
of the largest auditing and accounting firms in South Africa. 
Director since 19 November 2015.

1. TA TERTIUS CARSTENS55 

BEng (Chem), MBA

Chief executive officer 

Mr Carstens has been with the Group since 1994 and has 23 
years’ experience within Pioneer Foods. Initially, he was involved 
in the engineering and technical components of the business, 
but has since gained strong strategic experience through his 
involvement in various aspects of the Group. He worked in 
managerial and executive capacities, both in the Groceries and 
Essential Foods divisions. He was actively involved in a number 
of the Group’s joint ventures, many of them since inception.  
He was appointed CEO and executive director of the Group from 
1 October 2017. 

10. LE LINDIWE MTHIMUNYE44 

BCom, Postgraduate Diploma: Accounting, Postgraduate Diploma: Tax Law, 

MCom, CA(SA)

Independent non-executive director, member of the audit committee 

Ms Mthimunye is a Chartered Accountant (SA) and has extensive 
governance, finance and business experience, having worked 
in investment banking and also as chief financial officer. She 
previously served on the boards of various listed and unlisted 
companies, including Woolworths, Group 5, Sea Harvest, 
PetroSA, Hyundai Automotive South Africa and Liquid Capital. 
Director since 1 November 2016.

2. F FELIX LOMBARD49 

MCom (Tax), CA(SA)

Chief financial officer

Mr Lombard started his career with the Group in 1995 as head 
of information systems at Bokomo and then Pioneer Foods. Until 
recently, he was the executive responsible for the Groceries 
division. He was appointed as CFO and executive director of the 
Group on 1 July 2017. In addition to his finance responsibilities, he 
is accountable for information technology, investor relations, and 
mergers and acquisitions. He has been with the Group since 1995.

CORPORATE GOVERNANCE | Board of directors continued
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TERTIUS CARSTENS55 

BEng (Chem), MBA

Chief executive officer 

FELIX LOMBARD49 

MCom (Tax), CA(SA)

Chief financial officer

2. MARTIN NEETHLING54 

BSocSci (Economics, Politics, Bus Admin), MBA

Business executive: Groceries

Mr Neethling has extensive strategic marketing and management 
experience gained during a career spanning 30 years. During 
this time, he held various directorships and senior management 
roles in the retail, advertising and FMCG sectors. Most notably, 
he was previously the managing director of Berry Bush BBDO, 
marketing and financial services director at the Ackermans 
Group and chairman of Jay Jays. He joined Pioneer Foods in 
2015 and served as chief marketing officer until 1 July 2017, 
following which he was appointed executive of the Groceries 
division. As an Associate at the UCT Unilever Institute of 
Strategic Marketing, he has amassed significant insight and 
understanding of the South African consumer landscape. He 
joined the Group in October 2015.

1. RIAAN HEYL43 

BCom (Hons), CA(SA)

Business executive: Essential Foods

Mr Heyl held financial management positions at both corporate and 
divisional level at Pioneer Foods before being promoted to general 
manager of the Essential Foods Grains division in 2007. He was 
appointed as managing executive of the Bakeries division in 2013, 
and was responsible for the wheaten value chain of Essential Foods 
before his appointment as business executive: Essential Foods on 
1 October 2017. He has been with the Group since 2000.

3. THUSHEN GOVENDER42 

BCom (Hons), CA(SA), MBA (UK)

Business executive: International 

Mr Govender joined the Group from Tiger Brands, where he served 
as the executive: business development, strategy and investor 
relations. His career commenced at Deloitte South Africa. He later 
transferred to the United States to gain international experience. 
Over the past 10 years, he has been involved in business 
development and strategy within various emerging markets while 
working for Stanbic Africa and Tiger Brands, respectively. He joined 
the Group in October 2013.

See executive directors on page 102

See executive directors on page 102

 1  2  3
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4. JAYANN JACOBS46 

BA LLB, LLM (UCT), Postgraduate Diploma: Environmental Law (UCT)

Group executive: Legal, compliance and Group company secretary

Ms Jacobs practised as a corporate and commercial attorney for 
12 years prior to joining Pioneer Foods in 2010. She spent time 
at Mallinicks Inc. (now Webber Wentzel), thereafter joining Cliffe 
Dekker Hofmeyr Inc. as a director in Cape Town. She has been with 
the Group since 2010.

6. ELROY GOLIATH46 

Phd Eng (Chem Eng)

Group executive: Supply chain

Dr Goliath has a comprehensive background in chemical engineering, 
business management and strategy, with over 15 years’ senior 
management experience in various operational, supply chain and 
business roles. Twelve of those years were spent in the wine industry, 
in roles including product and process development, engineering, 
operations, sales and as group supply chain executive at KWV. He 
authored an environmental management guide for the wine sector 
during this time, which was underwritten by the Department of 
Water Affairs and other stakeholders for implementation. His career 
at Pioneer Foods includes general manager of strategic services, 
managing executive and supply chain executive for Essential Foods 
(Grains). He joined Pioneer Foods in June 2008 and was appointed 
to his current position on 1 October 2017.

5. NICO MOLOTO37 

BCom (Financial Accounting), PGDip Development Finance

Group executive: Sustainability and stakeholders

Mr Moloto has a strong financial background with over 10 years’ 
experience in the financial services sector, having begun his career 
at RMB Asset Management. He then moved to Standard Bank and, 
during his significant tenure there, was responsible for financial 
reporting and black economic empowerment lending, as well as 
for structuring corporate enterprise development lending schemes. 
Upon joining Pioneer Foods, his portfolio expanded to include CSI, 
enterprise and supplier development, sustainability and stakeholder 
management, in addition to managing the Pioneer Foods Education 
and Community Trust (PFECT). He joined the Group in May 2015, 
and the executive team in July 2017.

7. NANDIPHA NGUMBELA43 

B Arts (Communications and Psychology), Master of Business Leadership

Group executive: Human resources

Nandipha Ngumbela has extensive experience as a Human 
Resources professional with a career spanning 20 years. She has 
occupied various senior roles at corporates including Old Mutual, 
Engen, Liberty Health, Chevron and Clicks. She has specialist 
capabilities in transformation and organisational development as 
well as talent and performance management. Nandipha joined the 
Group in January 2018.

5
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individual directors covering both targeted questions and free-text 

comments, and a series of one-on-one meetings in which directors 

provided constructive feedback on the functioning of the Board and 

its committees.

The independent assessment concluded that the performance of 

the Board and its committees continues to be effective with no 

material findings noted. The assessment confirmed that Directors 

are engaged on matters relating to the Board and the Group, and 

that executives engage openly and transparently with the Board.

The Board reviewed the tenure of all the directors during the 2018 

financial year. During the year under review, Mr Pretorius, the 

lead independent director, reached the formal retirement age of 

70 years and, in accordance with the MOI, will retire at the AGM in 

February 2019. To that end, the nomination policy and the race and 

gender diversity policy will be the terms of reference in guiding the 

Board regarding co-opting any new members to the Board.

ROLES AND RESPONSIBILITIES
The Board governs and regulates how the members of the Board, 

collectively and individually, discharge their duties according to the 

principles of good governance.

The Board’s charter, the lead independent director’s charter and the committees’ 
terms of reference are available on the website at www.pioneerfoods.co.za.

The chairman, Mr Combi, was appointed to the Board in 2010, 

and was elected as chairman in the same year. He has since been 

re-elected as the chairman of the Board for three consecutive 

terms. Mr Combi is the chairman of the nomination committee 

and a member of the human capital committee. In the event that 

the chairman is conflicted on any matter for discussion at Board 

meetings, he is assisted by the lead independent director.

Board of directors

The Board exercises ultimate control over the Group and its 

subsidiaries. In line with the Board’s charter, which is reviewed 

annually, the Board is responsible for ensuring that an enabling 

environment is in place for the Group to achieve its business 

objectives in a sustainable and ethical manner. During the period 

under review, the Board considered and evaluated various business 

opportunities, locally and abroad, with the intention of creating 

value while expanding the Group’s footprint and product basket.

The Board provides management with guidance on formulating 

strategy, setting targets and developing commercial plans, while 

remaining cognisant of the business’ impact on its triple-bottom 

line: the Group’s stakeholders, its financial performance and the 

environment. The Board is structured so that no individual director 

has unfettered powers of decision-making.

COMPOSITION AND SIZE
The Board consisted of 12 members at year-end, of whom 10 are 

non-executive members. The Board’s composition adheres to 

the requirements outlined in the Companies Act and the Group’s 

memorandum of incorporation (MOI). The nomination committee 

assists the Board to continuously assess the requisite skill of its 

members. The appointment of new members is carried out according 

to the terms of the MOI and the Group’s nomination policy. This is 

a formal and transparent process, and is subject to final approval by 

the shareholders at the following Annual General Meeting (AGM).

In accordance with King IV, the board evaluates the effectiveness 

of its performance annually. A formal external assessment is 

performed every second year with the alternate year’s assessment 

being performed by the Company Secretary.

For the year ended 30 September 2018, Deloitte & Touche (Deloitte) 

facilitated a formal effectiveness assessment of the Board and its 

committees. The assessment included an online assessment by 

2018 governance milestones

Key governance milestones achieved during the year include:

• The Group’s decision-making framework was benchmarked against market best practices and the 

recommendations arising therefrom are to be reviewed by the audit committee as part of their annual 

review process

• Director training is continuous to keep the Board abreast of topical issues affecting the business, as well 

as related developments in the regulatory and compliance sphere

• The audit committee reviewed the services of Pioneer Foods’ internal and external auditors to ensure both 

independence and objectivity

• In accordance with the JSE Listings Requirements, a race diversity policy, combined with the previously 

adopted gender diversity policy, was approved by the Board in May 2018.
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NONEXECUTIVE DIRECTORS
The Board consists of members from diverse backgrounds and 

careers, who contribute a broad spectrum of skills and expertise to the 

decision-making process. Each member provides insight, guidance 

and judgement on various matters. These matters include, among 

others, corporate strategy, risk and resource management, as well as 

stakeholder relations. In terms of the memorandum of incorporation, 

non-executive directors are required to rotate by retiring after a three-

year period, but may avail themselves for re-election.

EXECUTIVE DIRECTORS
The executive directors are appointed by the Board and are 

responsible for:

• leading the implementation of the Group’s strategy

• agreeing to operational and capital budgets, in consultation with 

the Board

• ensuring the Group’s overall financial health and effectiveness

• overseeing operational results, effective leadership of the 

organisation, and effective risk and compliance management.

King IV™

In accordance with the JSE Listings Requirements, the Group is 

substantially applying the principles outlined in King IV™. A policy 

on race diversity at Board level was implemented during 2018, as 

required by the JSE.

Pioneer Foods’ King IV™ report is available online at www.pioneerfoods.co.za.

The following link can be used to access the JSE Listings 

Requirements relevant to Pioneer Foods, as published on the 

Institute of Directors in Southern Africa’s (IoDSA’s) Governance 

Assessment Instrument (GAI): http://www.pioneerfoods.co.za/

governance/governance-system/ 

STATEMENT OF COMPLIANCE
• Appointment of directors: This is aligned with the Group’s MOI, 

which details the appointment of members of the Board. In 

addition, the Group has a nomination policy, which sets out the 

procedure for formal and transparent appointments.

• Balance of power: There is a clear balance of power and 

authority at Board level which ensures that no single director 

has unlimited or unfettered powers of decision-making.

• In line with best practices, the CEO and the chairman are two 

separately appointed positions. The Board comprises a lead 

independent director. The lead independent director chairs 

Board meetings in the event that the chairman is conflicted 

on any matter for discussion or is unavailable to attend Board 

meetings.

• At its meeting held on 13 November 2018, the audit committee 

satisfied itself of the appropriateness and adequacy of the 

expertise and experience of the CFO and the finance function.

• The CEO and the chairman of the Board assessed the company 

secretary as a direct consequence of their daily interactions 

with her based on a detailed questionnaire. The outcome of 

the evaluations highlighted no areas of concern, and the Board 

satisfied itself of the competence, qualifications and experience 

of the company secretary.

• The company secretary has an arm’s-length relationship with the 

Board, is not a director of the Company, and is not involved in 

the day-to-day operations of the Group other than through the 

provision of legal, company secretarial and compliance services to 

the Group. Reference is made to section 3.84(h) of the JSE Listings 

Requirements. The company secretary does, however, serve as 

a director on the following subsidiaries within the Group: Pioneer 

Foods Holdings Ltd and Pioneer Foods (Pty) Ltd, as well as the 

Alpen Food Company joint venture.

• A separate remuneration policy and implementation report has 

been developed, as required by King IV™, which will be subject 

to non-binding advisory votes by shareholders at the AGM. In 

the event that 25% or more of the shareholders vote against 

either or both the remuneration policy or/and implementation 

report, the appropriate procedures will be initiated to engage 

dissenting shareholders. The precise method of shareholder 

engagement in this regard will be decided by the Group’s human 

capital committee.

THE COMPANY SECRETARY
The company secretary, Ms Jay-Ann Jacobs, was appointed in 

August 2011. All directors have access to the company secretary 

who, in turn, ensures that the Board procedures and applicable rules 

and regulations are fully observed and implemented. The company 

secretary is responsible for the administration of shareholders and 

the direct interface between the transfer secretaries, the JSE, and 

other shareholder regulator entities. In addition, she is the custodian 

of governance with regard to, among other things, compliance with 

the JSE Listings Requirements and insider trading. As the company 

secretary, Ms Jacobs is responsible and accountable for regulatory 

compliance and is the delegated information officer of the Group 

in terms of the Promotion of Access to Information Act, Act 2 of 

2000 (PAIA).
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BOARD COMMITTEES

The Board delegates some of its functional responsibilities to its committees by means of clearly defined mandates. 

The committees report on a continuous basis to the Board on their respective directives and deliverables in 

accordance with each committee’s Board-approved committee charter. The respective committee charters and 

annual work plans are reviewed annually.

The committee charters and annual work plan 
relevant to each of the committees are available 
at www.pioneerfoods.co.za.

BOARD

HUMAN CAPITAL COMMITTEE

Oversees the evaluation and approval of Pioneer Foods’ reward and remuneration 

plan and policies, including preparing our remuneration report, as well as enables and 

monitors our human capital philosophy, strategy, policies and practices

SOCIAL AND ETHICS COMMITTEE

Monitors compliance and oversees the effectiveness of Pioneer Foods’ ethical 

policies, approach BBBEE on employee wellness and procedures to ensure that our 

conduct, approach and manner are aligned to best practice and the requirements of 

good corporate citizenship

AUDIT COMMITTEE

Oversees the integrity of the Pioneer Foods’ integrated report and financial statements, 

as well as our combined assurance activities, internal and external audit, and risk 

management processes

NOMINATION COMMITTEE

Monitors and assists the Board to ensure that it is independent and has the right 

composition of skills and level of diversity and experience to execute its duties 

effectively

RISK COMMITTEE

Supports the execution of our strategic objectives by continuously monitoring Pioneer 

Foods’ policy and risk management plan to ensure that risk disclosures made to the 

Board and Company are comprehensive, timely and relevant
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The Board is satisfied that the Board committees have fulfilled their responsibilities in accordance with their respective charters.

The Board committee mandates are outlined in more detail below:

CORPORATE GOVERNANCE | Board committees continued

AUDIT COMMITTEE

CHAIRMAN

NW Thomson – Independent non-executive

COMPOSITION

Three independent non-executive directors

FREQUENCY OF MEETINGS

Four per annum

BOARD-APPROVED CHARTER

Yes

PERMANENT INVITEES

• CEO

• CFO

• company secretary (statutory invitee)

• external auditor

• internal auditor

• Group finance manager

• Group compliance manager

OTHER INVITEES

Relevant members of senior management and/

or assurance providers attend the committee 

meetings by invitation only, with no voting 

rights whatsoever.

• Recommends external auditors to be appointed and oversees the relevant 

annual financial audit process

• Oversees integrated reporting and ensures the integrity of the report

• Reviews the annual financial statements, interim reports, preliminary or 

provisional result announcements, summarised integrated information, 

trading statements and similar documents

• Reviews the disclosure of sustainability issues in the integrated report to 

ensure reliability and accuracy

• Ensures that a combined assurance model is applied to provide a 

coordinated approach to all assurance activities

• Reviews the expertise, resources and experience of the Group’s finance 

function

• Oversees the internal audit function

• Oversees financial reporting risks, internal financial controls, fraud risks (as 

it relates to financial reporting) and IT-related risks

CORE RESPONSIBILITIES

ACCESS 

The members of the committee have reasonable access to the Group’s 

records, facilities and any other resources necessary to fulfil its role and/or 

discharge its duties and responsibilities.

In addition, all auditors and assurance providers have unlimited access to the 

members of the audit committee, thereby ensuring that their independence 

is not compromised in any way.

At every committee meeting, both the internal and external auditors are 

afforded an opportunity to have a closed session with the members of 

the committee, in the absence of management. Closed meetings are held 

separately between the committee, the internal and external auditors and 

management at half-year and at year-end. 
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RISK COMMITTEE

CHAIRMAN

AH Sangqu – Independent non-executive

COMPOSITION

Five non-executive directors, the CEO and CFO

FREQUENCY OF MEETINGS

Two per annum

BOARD-APPROVED CHARTER

Yes

PERMANENT INVITEES

• company secretary (statutory invitee)

• external auditor

• internal auditor

• Group finance manager

• Group compliance manager

• business executives

OTHER INVITEES

Relevant members of senior management and/

or assurance providers attend the committee 

meetings by invitation only, with no voting 

rights whatsoever.

• Oversees the development and annual review of a policy and plan for risk 

management, which is recommended to the Board for approval

• Monitors the implementation of the policy and plan for risk management 

by means of risk management systems and processes

• Makes recommendations to the Board concerning the levels of tolerance 

and appetite and monitors that risks are managed within these levels, 

which are reviewed and approved by the Board from time to time

• Oversees that the risk management plan is widely disseminated 

throughout the business and integrated in the day-to-day activities of the 

Group

• Ensures that risk management assessments are performed on a 

continuous basis

• Ensures that frameworks and methodologies are implemented to increase 

the possibility of anticipating unpredictable risks

• Provides a formal opinion to the Board on the effectiveness of the system 

and process of risk management

CORE RESPONSIBILITIES

ACCESS 

The members of the committee have reasonable access to the Group’s 

records, facilities and any other resources necessary to fulfil its role and 

discharge its duties and responsibilities.

Monitors the sustainable development and non-financial performance of the 

Group, specifically relating to:

• Stakeholder management, engagement and reporting

• Health and public safety, including occupational health and safety and the 

quality of the Group’s products and services

• BBBEE

• Diversity management

• Labour relations and working conditions

• Training and skills development

• The management and monitoring of the Group’s environmental impact

• Ethics management

• Corporate social investments

CORE RESPONSIBILITIESSOCIAL AND ETHICS COMMITTEE

CHAIRMAN

Prof ASM Karaan – Non-executive

COMPOSITION

Two non-executive directors and an executive 

manager

FREQUENCY OF MEETINGS

Two per annum

BOARD-APPROVED CHARTER

Yes

PERMANENT INVITEES

• CEO

• company secretary (statutory invitee)

• executive: human resources

• executive: sustainability and stakeholders

OTHER INVITEES

Relevant members of senior management and/

or assurance providers attend the committee 

meetings by invitation only, with no voting 

rights whatsoever.

ACCESS 

The members of the committee have reasonable access to the Group’s 

records, facilities and any other resources necessary to fulfil its role and 

discharge its duties and responsibilities.
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NOMINATION COMMITTEE

CHAIRMAN

ZL Combi – Independent non-executive

COMPOSITION

Three independent non-executive directors

FREQUENCY OF MEETINGS

Two per annum (minimum)

BOARD-APPROVED CHARTER

Yes

PERMANENT INVITEES

• CEO

• company secretary (statutory invitee)

OTHER INVITEES

Relevant members of senior management and/

or assurance providers attend the committee 

meetings by invitation only, with no voting 

rights whatsoever.

• Ensures that the Board has an appropriate composition

• Identifies and recommends for appointment suitable members to the 

Board, when required, for approval by shareholders at the AGM

• Oversees the development of a formal induction programme for new 

directors

• Ensures that formal succession plans for the Board, CEO and executive 

management are developed and implemented

• Considers the performance of directors and takes the necessary steps to 

remove directors who do not make an appropriate contribution

• Makes recommendations for the re-appointment of directors with regard 

to retirements due to rotation

• Oversees the development and implementation of continuing professional 

development programmes

• Evaluates the performance of the chairman of the Board, the Board as a 

collective, as well as the individual directors

• Considers proposals for the appointment and removal of the company 

secretary

CORE RESPONSIBILITIES

ACCESS 

The members of the committee have reasonable access to the Group’s 

records, facilities and any other resources necessary to fulfil its role and 

discharge its duties and responsibilities.

• Maintains and approves human resources policies

• Enables and recommends succession planning of the CEO and executive 

management team

• Monitors the impact and implementation of applicable labour legislation

• Determines the remuneration packages of directors and executive 

management

• Ensures that all remuneration packages are fair, market related and 

responsible

• Enables the Group to attract, engage and retain talent

• Ensures that directors’ remuneration is accurately, completely and 

transparently disclosed and reported on

• Establishes the criteria to evaluate the performance of the executive 

management team and executive directors

• Evaluates and approves the Group’s remuneration philosophy, strategy 

and policy

• Ensures that the remuneration policy and implementation report are put to 

a non-binding advisory vote at the AGM

CORE RESPONSIBILITIESHUMAN CAPITAL COMMITTEE

CHAIRMAN

G Pretorius – Independent non-executive

COMPOSITION

Four non-executive directors (majority of which 

are independent)

FREQUENCY OF MEETINGS

Four per annum

BOARD-APPROVED CHARTER

Yes

PERMANENT INVITEES

• CEO

• CFO

• company secretary (statutory invitee)

• executive: human resources

OTHER INVITEES

Relevant members of senior management and/

or assurance providers attend the committee 

meetings by invitation only, with no voting 

rights whatsoever.

ACCESS 
The members of the committee have reasonable access to the Group’s 

records, facilities and any other resources necessary to fulfil its role and 

discharge its duties and responsibilities.
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BOARD AND COMMITTEE MEETING ATTENDANCE
The table below provides a synopsis of the attendance of members serving on the Board and its committees during the year:

BOARD

MEETINGS

(SCHEDULED)

(5)

SPECIAL 

BOARD

MEETINGS

(3)

AUDIT

COMMITTEE

MEETINGS

(4)

RISK 

COMMITTEE

MEETINGS

(2)

SOCIAL

AND ETHICS

COMMITTEE

MEETINGS

(2)

HUMAN 

CAPITAL

COMMITTEE

MEETINGS

(4)

NOMINATION

COMMITTEE

MEETINGS

(2)

ZL Combi (Chairman) 5 3 4 2

N Celliers 5 3 2 4

Prof ASM Karaan 4 1 2

NS Mjoli-Mncube 5 2 2

PJ Mouton 4 3 0

L Mthimunye 4 2 4

SS Ntsaluba 3 1 2 1 1

G Pretorius (LID) 4 3 4 2

AH Sangqu 5 3 2

NW Thomson 4 3 4 2 4

T Carstens (CEO) 5 3 Invitee 2 Invitee Invitee Invitee

F Lombard (CFO) 5 3 Invitee 2 Invitee

Meeting Dates 16/11/2017 16/10/2017 14/11/2017 14/11/2017 15/11/2017 15/11/2017 16/05/2018

08/02/2018 19/03/2018 08/02/2018 16/05/2018 15/05/2018 08/02/2018 19/09/2018

17/05/2018 03/09/2018 16/05/2018 15/05/2018

25/07/2018 24/07/2018 19/09/2018

21/09/2018
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GROUP COMPLIANCE

The Board ensures compliance with applicable 

laws, regulations, rules, standards and codes. This 

commitment is regarded as a key, non-negotiable 

deliverable, and the execution of the aforementioned 

in a consistent, legitimate, ethical and responsible 

manner involves and affects all employees across 

the organisation.

The Group’s approach to regulatory compliance remains risk based 

and aligned to best practice. Its methodology is predominantly 

guided by the principles outlined in King IV™ and the Generally 

Accepted Compliance Practice (GACP) framework of the 

Compliance Institute of Southern Africa.

Compliance to applicable regulatory requirements forms an 

essential part of the business’ overall strategy and is an integral part 

of the criteria outlined in the Group’s enterprise risk management 

framework. This confirms the Group’s commitment to shift its 

compliance focus from reactive to proactive managing, monitoring, 

mitigating, preventing, and detecting compliance-related risks, 

while creating value for its stakeholders.

Pioneer Foods has a Board-approved compliance policy, which 

underpins and supports the Group’s strategic intent and business 

objectives.

Pioneer Foods’ compliance policy

The Group is subject to an extensive range of compliance 

obligations, compounded by competing demands from stakeholders 

and increased regulatory supervision. For this reason, the Group’s 

compliance policy, which is reviewed annually to keep abreast of a 

changing legal framework, is designed to guide the Group’s approach 

to managing its compliance requirements. The policy makes provision 

for the following criteria, among others:

LEGAL AND REGULATORY COMPLIANCE

Legislative and regulatory requirements (national, provincial 

and applicable bylaws), enforceable codes and/or guidelines, 

licences, permits and contractual obligations applicable to the 

Group and relevant in the countries in which the Group operates

NON-REGULATORY COMPLIANCE

Industry requirements, customer requirements as well as best 

practices adopted by the Group by choice

ORGANISATIONAL COMPLIANCE REQUIREMENTS

The Group’s internal policies and procedures

CORPORATE GOVERNANCE continued
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Pioneer Foods’ approach and commitment to compliance

Pioneer Foods remains committed to integrity, ethical behaviour, accountability, transparency and fair dealing in the conduct of its business. 

This is evident from the Group’s intention to adhere to both the spirit and letter of the law, which includes acting with due skill, care and 

diligence. This is fundamental to the Group’s endeavours to embed compliance management practices within the Group’s broader risk 

management and governance frameworks, as well as integrating it into all business processes and operations to drive consistent, effective 

and accountable decision-making. In support of its commitment to compliance while meeting its core values, vision and strategic objectives, 

the Group’s attitude towards compliance management is shaped by a number of key objectives. These include the following:

To promote an enterprise-

wide approach by integrating 

compliance management 

processes

This includes integrating compliance management processes with:

• business strategy and decision-making

• risk, audit and general governance frameworks.

To develop and foster a 

compliance culture within 

the business

This ultimately relates to:

• the proactive and accountable management of the Group’s compliance framework, i.e. with particular 

reference to regulatory compliance risk management

• taking ownership of compliance obligations and compliance-related risks within the business 

through the established formal reporting lines

• including clearly defined roles and responsibilities at both Group and operational level

• providing adequate resources to discharge the Group’s agreed compliance 

management obligations.

To identify, assess and monitor 

the Group’s ongoing compliance 

obligations

This includes identifying the relevant compliance risks and ranking the likelihood and materiality of 

potential compliance failures, as well as allocating the necessary resources for treatment (corrective 

actions) accordingly.

To recognise and acknowledge 

that compliance risks are 

embedded in all business 

activities

This includes ensuring that the underlying compliance risk appetite is an integral part of effective 

decision-making processes.

To raise the level of awareness 

of the Group’s compliance 

obligations throughout the 

business

This is conducted by providing relevant compliance-related training, education and guidance on an 

ongoing basis.

To enable the design and 

implementation of compliance 

systems, processes and controls

Compliance systems, processes and controls, that:

• are adequately structured to promote the effective realisation of objectives

• enable the Group to monitor and report on agreed compliance criteria at Group, divisional 

and operational levels

• provide appropriate assurance to management and the Board

• are cost-effective and suitable given the Group’s existing operating model.

To recognise that timely and 

accurate monitoring, review, 

communication and reporting 

on compliance are critical to 

effectively mitigate, manage 

and address compliance- 

related risks

This forms an integral part of the Group’s risk-based approach to ensure compliance to applicable laws, 

regulations, rules, codes and standards.

Pioneer Foods’ compliance universe and risk profile

The Group reviews its compliance universe quarterly to ensure that the content remains relevant, and that the Group’s limited resources are 

allocated in an effective and appropriate manner.

King IV™

The Group has applied the principles set out in King IV™, and has achieved a satisfactory level of compliance. Pioneer Foods’ level of 

adherence with King IV™ (at the date of publication of its integrated report) is outlined on page 106 of this governance report.
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Breach reporting and complaints handling

The Group actively encourages the proactive reporting and 

mitigation of compliance-related complaints, breaches and 

incidents through established breach reporting and complaints-

handling processes. Management, employees, suppliers and 

interest groups are encouraged to make use of the Group’s 

independent Tip-offs Anonymous facilities to report any suspicion 

and/or awareness of non-adherence to the Group’s compliance 

policy or code of conduct, among others. Tip-offs Anonymous is 

managed by an independent service provider who is contractually 

obligated to treat every incident reported as confidential. In addition, 

each reported incident via Tip-offs Anonymous is shared with the 

Group’s external forensics investigators to assess its merit and/or 

to possibly identify trends.

Non-compliance

The Board of directors and the management of Pioneer Foods are 

committed to the principle of sound governance and strive for the 

highest standards of ethical conduct, integrity and values-based 

leadership. For this reason, Pioneer Foods adopts a zero-tolerance 

approach to any violation of applicable laws, rules or regulations that 

could potentially place the Group’s integrity or reputation at risk. 

To its knowledge, the Board, the risk committee and management 

herewith confirm that the Group was not involved in and/or 

associated with any material transgression or non-compliance 

penalty during the year.

Consumer Goods and Services Ombud 
and Code

To the Board’s knowledge, all consumer complaints referred to 

the Ombud to date for resolution and/or adjudication resulted in no 

blame being apportioned to the Group. This is testament to Pioneer 

Foods’ sound internal consumer complaints resolution procedure 

and associated protocols, which address consumer concerns and 

complaints brought to the Group’s attention.

Procurement controls review

Stringent anti-corruption measures, as well as contract management 

controls, have been put in place to help drive adherence to the 

procurement governance principles aimed at promoting anti-

corruption legislative compliance:

• Anti-corruption compliance questionnaire: as a minimum 

requirement, suppliers are required to complete the questionnaire 

before a contract is awarded, which is then incorporated into the 

agreement to ensure accountability

• Request for Proposals (RFP) document enhancement: various 

clauses highlighting anti-corruption governance principles are 

contained in the RFP document as recommended by internal 

audit and external counsel

• Procurement policy enhancement: the Group’s procurement 

policy was updated to reflect the anti-corruption compliance 

requirements to be upheld by Pioneer Foods’ employees. 

Responsibilities are clearly defined for specific procurement 

categories and approval levels adjusted according to revised 

risk profiles.

CORPORATE GOVERNANCE | Group compliance continued
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ETHICS 
MANAGEMENT

Pioneer Foods aspires to be regarded as an ethical and responsible corporate citizen by all its 

stakeholders and therefore subscribes to the highest ethical standards of business practices. Its 

corporate values and the Company’s code of ethics (the code) are aligned to the Company’s 

business model and the dti’s Guidelines for Good Business Practice.

Pioneer Foods recognises that conducting business in an ethical manner is a governance and commercial 

imperative that ensures the sustainability of the Group’s business. The Group’s ethics management approach 

has the primary focus of encouraging and reinforcing a culture committed to ethical practices and adherence to 

applicable requirements and standards. The following summarises the Group’s actions to embrace and enhance 

ethical business conduct across the organisation:

• Limit exposure to lawsuits, financial losses, sanctions and fines, while striving to conduct business 

in compliance with applicable laws, regulations, rules, codes and standards

• Subscribe to the recommendations of King IV™, where applicable

• Promote sound controls and integrity in terms of reporting

• Foster respect and admiration from all stakeholders and the business community at large

• Prevent, detect and report misconduct

• Promote dialogue and synergies between business leaders in managing corporate governance 

and ethics-related risks

• Ensure the effective allocation of resources and implementation of adequate controls

• Protect the Pioneer Food brand, reputation and assets.

To earn the reputation as an ethical and responsible corporate 

citizen, all employees and directors are required to display integrity, 

honesty, mutual respect and openness when conducting business 

for and on behalf of Pioneer Foods. It is, therefore, incumbent on 

everyone in the organisation to conduct themselves in a manner 

which is beyond reproach and to challenge those who are not 

adhering to these values. Our procurement team has been driving 

overall awareness and training for buyers that includes policy, 

procedures and a focus on ethics.

During the year under review, the Group implemented a Group 

wide declaration of interests survey, the results of which were 

pleasing , with no red flags identified. This survey will be rolled out 

annually going forward and training and awareness will continue.

The code guides the Group’s policy with respect to the declaration 

of potential conflicts of interest, bribery, fraud, fair competition, 

corruption, theft, conspiracy, diversity and transformation, ethical 

purchasing practices, harassment and intimidation, human rights, 

whistleblowing, fairness in the workplace, safeguarding the health 

and safety of employees, acceptance of gifts from third parties, fair 

dealing, insider trading, as well as the protection and proper use of 

Company assets and resources.
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The outcomes of various independent and internal risk assessments 

have helped shape the business’ approach to, and implementation 

of, initiatives to address identified challenges and/or shortcomings. 

Training and creating awareness were some of the key focus areas. 

Representatives from the human resources community across the 

business act as divisional ethics champions, thereby assisting the 

leadership of the organisation in ensuring that ethics management, 

as a business practice, is embedded and advocated. The approach 

is further enhanced by utilising the services of an external service 

provider specialising in the training and education of employees 

in the subject of ethics and fraud awareness. The Group’s ethics 

programme is monitored by both the social and ethics committee 

and the audit committee from an internal control perspective. 

The mandates for both these statutory committees may be found on the website 
www.pioneerfoods.co.za.

Employees found guilty of ethical breaches are disciplined in 

accordance with the Group’s disciplinary code. However, should 

the breach be criminal, the Group pursues prosecution of the 

employee concerned.

As per the obligatory requirements outlined in section 159(7) of 

the Companies Act, Pioneer Foods has a whistleblowing policy, 

which is reviewed annually. Together with the Tip-offs Anonymous 

hotline, the whistleblowing policy was established not only for the 

purposes of bona fide disclosures made by employees, but also 

for a broader stakeholder base, including suppliers and customers.

CORPORATE GOVERNANCE | Ethics management continued

Pioneer Foods’ corporate values are directly linked to the code and include the following principles:

INTEGRITY
Operating the business in an ethical 

and responsible manner

ACCOUNTABILITY 
AND 
COMMITMENT
Accepting full accountability for individual 

actions and commitment to create value 

by contributing to positive change

CONSUMER/
CUSTOMER
FOCUSED
Being customer and consumer driven 

– this ultimately justifies Pioneer Foods’ 

licence to operate

DEVELOPMENT 
AND RECOGNITION  
OF PEOPLE
Valuing diversity in the workforce and 

creating sufficient platforms for personal 

growth

ADAPTABILITY
Being flexible in the approach to 

business, with conduct that is ethical 

and transparent, which creates value 

for stakeholders

PASSION
Being passionate about what the Group 

does, how it is done, and contributing 

to the economy and the well-being of 

the end consumer
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The leadership of Pioneer Foods takes cognisance of the 

accountability and responsibility linked to corporate governance 

practices. However, the effective implementation and application 

of governance principles is dependent on the calibre of people 

involved and their individual interpretations of what ethical 

behaviour entails. These personal morals and individual attributes 

have the ability to either enhance or harm the Group’s corporate 

image. The challenge, therefore, remains to find a sound balance 

between performance and conformance, while attracting and 

retaining talent and integrity.

Even though the Board is accountable for overseeing risk 

management processes within the Group, the actual management 

of risks, as well as conducting business in an ethical manner, 

remains the responsibility of each employee.

Acknowledging and recognising employees

Pioneer Foods invests in recognising employees who portray 

outstanding ethical values. The ‘spot recognition’ process encourages 

employees to nominate colleagues for executing and living Pioneer 

Foods’ values in an outstanding and admirable way.

In addition, the Group’s annual Excellence Awards honour key 

employees who have displayed exceptional ethical values in fulfilling 

their respective mandates. Various categories exist to recognise 

enhanced performance for individual excellence, community-based 

initiatives and ambassador criteria.

Tip-offs Anonymous

During the financial year, 27 tip-off reports were received through 

the independently-managed anonymous hotline.

Following an investigation, nine cases were regarded as founded, 

while 16 cases were assessed as unfounded allegations.

Of the nine founded cases, all resulted in formal disciplinary action 

instituted against the relevant employees, with the contract of one 

staff member terminated with immediate effect.

PERIOD

PERIOD 

MONTHS

TOTAL 

REPORTS FOUNDED UNFOUNDED

IN 

PROGRESS

01/10/18 Twelve 27 9 16 0

01/10/17 Twelve 54 18 36 0

01/10/16 Twelve 49 10 39 0

01/10/15 Twelve 50 4 46 0

01/10/14 Twelve 46 2 44 0

Each of the reports submitted via Tip-offs Anonymous is also being 

reviewed and considered by an independent forensic investigator.

Human rights

Pioneer Foods respects the human rights of all stakeholders, and 

everyone else it interacts with. Human rights requirements are 

embodied in the code of ethics. All suppliers are expected to ensure 

they are not complicit in any form of abuse, but that they support, 

respect and protect internationally proclaimed human rights.

The Group’s procurement policy also contains a section that covers 

this important aspect and the expected behaviour of suppliers. The 

Group constantly monitors supplier operations for ethical practices. 

No incidents of human rights violations were brought to the Board’s 

attention during the year.
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NOTHING BUT FRUIT

It all started 40 years ago when LiquiFruit burst onto the 

juice scene as the first ever long shelf-life fruit juice.

South Africans couldn’t get enough of it! Our juice captured 

the vitality of our culture with bright colours, fresh packaging 

and a delicious all-fruit taste. We sourced the juiciest, 

sweetest and most refreshing fruit from local farms to 

offer home-grown goodness on-the-go or at home.

Today, when it comes to fruit juice, LiquiFruit is first on 

everyone’s lips. Our unwavering promise of quality has won 

over millions of South Africans. In a beverage market that is 

more and more competitive with every sip, we continue to 

be the juice on the shelf everyone reaches for first.

LiquiFruit is made of 100% fruit,  contains no added sugar, 

preservatives or colourants, and is a great, convenient way 

to add extra goodness into your daily diet. Flavours range 

from citrus fruits all the way through to smooth berry blends.
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PART 1: 

LETTER FROM THE CHAIRMAN 
of the human capital committee (HCC) to the shareholders

It is with great pleasure that we present the remuneration 

report for the year ended 30 September 2018. This 

report complies with all applicable regulations and is 

materially aligned to King IV™, read with the JSE Listings 

Requirements.

Introduction

The 2018 financial year was characterised by a good topline 

performance which led to an improved profit performance in 

a challenging trading environment. The strategic intent of the 

company for 2018 was to restore the core with specific focus on 

revenue and profit growth. Certain short-term performance metrics 

were changed to align to this intent. Although the revenue goals 

were substantially achieved, the operating leverage in the local 

market was muted as a result of the price investment required and 

the material inflation encountered in the cost of fuel and manpower 

specifically. The middle- to lower-level income consumer – 

Pioneer Foods’ local target market – has less disposable cash after 

the material rise in fuel prices, the first VAT increase in 25 years, as 

well as general inflation as a consequence of the depreciation of 

the exchange rate. The International division showed an excellent 

turnaround as a result of nearby Southern African markets 

recovering, significantly high dollar vine fruit prices and a pleasing 

performance from the Nigerian and UK muesli businesses. 

The Pioneer Foods share price declined materially during the 

year on the back of a general rerating of FMCG shares and profit 

performances which were below levels achieved in 2015 and 2016.

There were no changes to the Board during the year. 

The executive changes are reported on in the Chairman’s report on page 21.

Activities of the HCC

In 2018, the HCC was, among others, responsible for:

• approving all wage and salary increase mandates

• ensuring equal pay for work of equal value

• ensuring adherence to the short-term incentive (STI) 

and long-term incentive (LTI) schemes

• recommending increases for non-executive director 

(NED) fees, including representative NEDs, for review 

by the Board of directors and approval by shareholders 

at the 2019 AGM

• reviewing the provisions of the share appreciation 

rights (SAR) plan in line with market practice, and 

amending the provisions relating to vesting of SAR 

awards for good leavers (i.e. no-fault termination 

of employment)

• reviewing the restraint of trade agreements with 

selected employees

• considering the effectiveness of the Phase 1 

BEE scheme

• conducting an analysis of the performance assessment 

scores for executives and senior management during 

the 2017/2018 period

• implementing minimum shareholding requirements 

for executives and key employees (the parameters 

of which are set out in part 2 of this report)

• reviewing talent and succession planning 

of senior roles.
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Shareholder feedback

The remuneration policy and implementation report were tabled for two separate non-binding votes at the annual general 

meeting (AGM) on 9 February 2018, with 84.28% of our shareholders endorsing the remuneration policy and 84.82% 

endorsing the implementation report. Our investors provided us with the following feedback on our remuneration policy 

and/or implementation report:

SHAREHOLDER FEEDBACK RESPONSE FROM HCC

The LTI is only subject to a headline earnings 

per share (HEPS) performance condition, which 

does not appear to be particularly stretching 

The LTI is a SAR, which (in addition to the prospective HEPS 

performance condition over 50% of the award) creates an inherent 

share price performance underpin, as no value is realised unless the 

share price increases over the performance period. 50% of the annual 

award also has a further performance hurdle in HEPS growth. We 

believe that these combined factors create true shareholder alignment. 

A portion of the LTI remains subject to continued 

employment

The LTI dilution limit exceeds 5% of issued 

share capital

At the time of the adoption of the LTI, the dilution limit was agreed in 

advance with the shareholders. The current usage of the dilution limit 

in FY2018 is set out in part 3 of this report.

A large restraint of trade payment was made 

to the former CEO, Phil Roux, who was granted 

early retirement at his own request. 

The restraint of trade payments to Mr Roux in FY2017 and FY2018 

respectively were made to protect Pioneer Foods’ interests. Although 

he has taken early retirement, he is still available to consult the 

Board as a strategic advisor until November 2019.

The former CEO was allowed to retain his entire 

FY2017 allocation of SARs. 

The retention of the former CEO’s SAR award is in line with the SAR 

plan rules, which were approved by the shareholders in 2006.

As in 2017, Pioneer Foods has continued to align its remuneration report to the three-part format recommended in 

King IV™. The elements of the remuneration policy in part 2 are now set out in a tabular format, making them easier 

to navigate. The HCC is satisfied that the remuneration policy achieved its stated objectives in 2018. As in previous 

years, the remuneration policy will be tabled for approval at the AGM to be held on 15 February 2019. This year the 

implementation report will be tabled for a separate non-binding vote at the AGM. The notice of the AGM will be available 

on the website in December 2018.

Yours sincerely

Gerrit Pretorius

Chairman of the human capital committee

15 November 2018
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Remuneration governance

The human capital committee (HCC) is constituted as a committee 

of the Board of directors and is responsible for overseeing the 

formulation and implementation of the Group’s remuneration policy. 

The majority of the members of the HCC are independent NEDs. 

The NEDs serving on the HCC take recommendations on their own 

fees from the executive committee, based on a benchmarking 

exercise, which are then tabled before the Board and, thereafter, 

submitted for shareholder approval at the AGM.

The members of the HCC, and their attendance at HCC meetings in the 2018 
financial year, are set out in the corporate governance report on page 107  
of the integrated report.

The CEO, CFO and other members of the executive committee 

attend the HCC meetings by invitation. However, they may not vote 

on any matters arising at the HCC and are not present when their 

remuneration is discussed. The company secretary is the secretary 

for the HCC.

REMUNERATION REPORT continued

PART 2: 

REMUNERATION 
POLICY
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DUTIES AND ACTIVITIES OF THE HCC
The duties of the HCC are set out in its terms of reference, which 

is available on Pioneer Foods’ website.

The activities of the HCC in FY2018 are summarised in part 1 of 

this report.

Introduction: remuneration policy

The remuneration policy largely addresses the principles and 

policies affecting the CEO, executive management and senior 

management of the Group. This stakeholder group has a clear line 

of sight of the key strategic themes of Pioneer Foods that drive the 

twin objectives of:

Strengthening 

brand  

positions

Expanding 

margins

The alignment and execution of the strategic focus areas, as 

well as the rewards made to this team, are essential to the 

overall performance of the Group. The strategic objectives of the 

remuneration policy are to:

• Support the attainment of the Group’s business strategies

• Attract, retain and motivate key and talented people

• Compete in the market place to be an employer of choice

• Reward individual, team and business performance and encourage 

superior performance

• Support the key values of the Group.

The remuneration policy is prepared and implemented on a Group-

wide basis (excluding employees falling within collective bargaining 

units who are subject to separate wage agreements). Where certain 

fixed or variable components of the policy are only available to 

executive directors or key employees, this is made clear. Recognition 

is viewed as critical to long-term sustainability, and the Group has 

financial and non-financial methods of rewarding employees.

FAIR AND RESPONSIBLE REMUNERATION
Pioneer Foods is committed to the principle of fair and responsible 

remuneration. To this end, it constantly monitors pay levels 

between employees doing work that is the same, or substantially 

the same, or that is of equal value. Where internal pay disparities 

are identified, and where the HCC concludes that these are 

unjustifiable, the HCC is committed to addressing these disparities 

progressively over time.

CEO, EXECUTIVE TEAM AND SENIOR 
MANAGEMENT REMUNERATION
The remuneration mix of the CEO, executive management and 

senior management is differentiated to attract, retain and reward 

exceptional talent. The pay mix at the more senior levels places an 

emphasis on variable pay, making it more ‘at risk’. For employees 

at more junior levels, the mix is weighted towards guaranteed pay.

Each element of the mix is explained in the summary table on page 124.

The on-target policy remuneration mix for the prescribed officers for 

the forthcoming year is set out below. This mix is generally aligned 

with best market practice. There have been no amendments to the 

package structure for executives from 2017.

26%
31%

105

39%

CEO Target CFO Target Company
Secretary

 TGP           STI           LTI

ON-TARGET POLICY REMUNERATION MIX

39%
37%

32%

35% 32% 29%

The Company makes LTI allocations based on a set multiple of 

guaranteed remuneration for each participant, depending on their 

level. This methodology and the applicable multiples are explained 

in more detail in the summary table on page 124. Please note that for 

the purposes of the graph above, the LTI multiples (as a percentage 

of TGP) have been annualised and take into account the vesting 

profile of the SAR (i.e. equal tranche vesting in years three, four and 

five from the grant date).

Group strategy alignment

Alignment of Pioneer Foods’ strategic direction, specific value drivers 

and the remuneration of the CEO, executive management and senior 

management members is ensured by the HCC.

The total remuneration approach is reviewed by the HCC to ensure 

that the relative percentage of guaranteed and variable pay is 

market related and supportive of the Group’s strategic objectives.

A summarised table of each remuneration element for executive 

directors and executive management is included. This is presented 

together with a link between each element of remuneration and 

Pioneer Foods’ value drivers and long-term strategy, as well as 

the value created by the outcomes of the performance conditions 

across one or more of the six integrated reporting capitals that 

Pioneer Foods uses or affects.
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SUMMARY OF 2019 REMUNERATION POLICY

FIXED PAY

BASE SALARY RETIREMENT, MEDICAL AID AND OTHER BENEFITS

P
U

R
P

O
S

E
 

A
N

D
 L

IN
K

 T
O

 
S

T
R

A
T

E
G

Y Assists in the retention of employees and contributes to Pioneer Foods’ overall employee value proposition.

D
E

S
IG

N

• TGP is comprised of a base salary, as well as benefits such as 
a retirement fund, medical aid and travel allowances

• Annual review of guaranteed pay benchmarks are conducted 
by job family through PwC and Deloitte Salary Surveys to 
ensure the retention of scarce skills

• The Company payscale is in line with the FMCG market
• As a guide, annual remuneration reviews are informed by:

 – income differential analysis as per the Employment 

Equity Act

 – projected inflation

 – internal equity

 – the external market

 – performance of the individual

 – affordability

The Company has benefit schemes that all employees participate 
in. These are:

• Provident and retirement schemes – membership is 
compulsory for permanent employees. The employer 
contributes 8% to 20% and employee contributes 2%, 
5% or 7%.

• Insured risk benefits – minimum cover of 1 times TGP up to 
four times (provident fund) or seven times (retirement fund), 
by choice of the member

• Medical aid scheme – membership is not compulsory
• Travel allowances are also made available in accordance 

with the South African Revenue Service regulations, where 
applicable

The Group reimburses costs incurred by employees on behalf of 
the Group and has issued separate guidelines on this practice.

O
P

P
O

R
T

U
N

IT
Y

 A
N

D
  

M
A

X
IM

U
M

 L
IM

IT

Not applicable

P
E

R
FO

R
M

A
N

C
E

 C
O

N
D

IT
IO

N
S

• Performance feedback (which influences salary increases) is 
determined by the performance management system

• Higher increases can be given to high-performing individuals, 
based on performance feedback

• The annual review of guaranteed pay is effective 1 January

Not applicable

O
T

H
E

R

The Group uses the Task and Hay Chart job grading systems, as 
well as external benchmarking and survey data as is deemed 
necessary. The Group will select appropriate peer companies for 
benchmarking based on industry, organisation size, the specific 
job that is being benchmarked (some roles are industry specific 
whereas other roles are generic to business) and any other 
parameters that are considered valid.

Not applicable
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VARIABLE PAY

SHORT-TERM INCENTIVE LONG-TERM INCENTIVE SHARE APPRECIATION RIGHTS

• Incentivise an increase in revenue
• Maximise short- to mid-term profits
• Retain key talent

• Increase the market capitalisation of the Company
• Retain key talent and align the interests of executives and 

shareholders

• STIs are based on a percentage of guaranteed pay and dependent 
on the achievement of agreed hurdle rates, triggering at an entry 
target point, and capped at an agreed targeted growth point. This is 
applicable to senior management, D band and above employees

• STI payments are made annually on 15 December after 
confirmation of the financial business results for the year ending 
30 September

• The STI pool accrues based on economic profit and growth in 
economic profit year-on-year, both of which are measured for each 
division, as well as at Group level

• If there is no growth in economic profit year-on-year, no bonus 
is payable. For executive management and Group employees, 
this refers to the Group pool. For divisional employees, this refers 
to the divisional pool

Consists of an equity-settled SAR award. Allocations are largely limited 
to E band and above.

• If performance conditions for any specific period are not met, the 
relevant SAR allocation is forfeited

• Vesting of one-third in years three, four and five (with a six-month 
exercise period)

The time allowed to exercise the SARs will be six months after 
each respective vesting date (per tranche). If performance vesting 
conditions are not met at the vesting date, the relevant portion of 
the SAR allocation subject to financial performance is forfeited.

DILUTION LIMIT
• The total number of ordinary shares that may be transferred to 

employees under the SAR scheme is limited to 14.5 million shares 
(approximately 7.5% of the issued ordinary shares at the date of 
approval of the scheme by shareholders in 2006, which due to 
movements in issued share capital has reduced to 5.3%).  
No qualifying employee can be allocated more than 1 million 
ordinary shares cumulatively, once converted

• Upon vesting of the SARs, the Group issues ordinary shares 
to settle its liability to employees concerned 

The earning potentials are set out below.

ROLE
ALLOCATION LEVEL
(AS A % OF TGP)

CEO 150%

CFO and business executives 100% – 120%

Divisional executives  50% – 80%

Payment at achieving the entry target point (based on TGP) is 15%. 
Payment is capped varying between 15% (the threshold participation 
level for all employees) and 150% of TGP (for the CEO) on achieving 
the maximum target for growth

A maximum bonus pool (cap) will be calculated as a percentage of 
economic profit and growth in economic profit annually

The Company refers to a set multiple of TGP when awarding SARs to 
participants, such that in any given year, the cumulative face value of 
the unvested SARs are equal to that of the multiple.

In determining the annual top-up calculations, the unvested value 
allocated in the past is taken into account.

ROLE
FACE VALUE ALLOCATION LEVEL
(AS A MULTIPLE OF TGP)

CEO 9 times

CFO and executive management 5 to 7 times

Divisional executives 1 to 4 times

PERFORMANCE CONDITIONS WEIGHTINGS
• Growth in revenue year on year: 12.5% weighting, excluding 

Essential Foods, for which it is zero
• Growth in volume: 12.5% weighting, excluding Essential Foods, 

which is 25%
• Growth in headline earnings before interest and tax (HEBT) for 

Group performance and operating profit (EBIT) for divisional 
performance: 65% weighting for all participants

• Employment equity: 5% weighting (2018: 2.5%).
• Gender employment: 5% weighting (2018: 2.5%).
• Employee engagement score: 0% weighting (2018: 5%).  

The next engagement survey is only due in 2020.

For the growth in HEBT measure, the growth calculation will be based on 
an audited and agreed comparative base for the previous financial year.

For the EP calculation, applicable EBIT will be tax adjusted and compared 
to the Group’s Weighted Cost of Capital for the year as applied to the 
average net asset base of the Group or the relevant division.

50% of the award is subject to continued employment and 50% 
of the award is subject to prospective performance conditions. The 
performance conditions are set out below.

PERFORMANCE  
CONDITION

 
WEIGHTING

THRESHOLD  
(15% VESTING)

STRETCH  
(100% VESTING)

CAGR in HEPS 100% CPI plus 1%  
real growth

CPI plus 5%  
real growth

DISCRETION
The HCC has the discretion to take into account various financial and 
economic factors when applying the provisions of the STI.

MINIMUM SHAREHOLDING REQUIREMENTS
Participants are encouraged to hold shares equal to 50% of the shares 
that vest in each year after the payment of tax for a period of five 
years. Each year’s 50% must be added to the minimum shareholding 
requirement on a rolling five-year basis.
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Executive contracts

The average notice period for the CEO, executive management and senior management is three months. Pioneer Foods is not contractually 

bound to make gratuitous payments if an executive or senior manager leaves the Group due to underperformance. The vesting of STIs and 

LTIs on termination of employment is governed by the relevant plan rules.

Restraints of trade

When warranted by circumstances that could not reasonably have been foreseen, the HCC will exercise its discretionary powers to safeguard 

the interests of Pioneer Foods by entering into restraints of trade with executives and other key talent within the Group.

NEDs

The remuneration policy, as it relates to non-executive directors, is set out below:

NON-EXECUTIVE DIRECTOR FEES

CHAIRMAN BOARD AND COMMITTEE FEES SUPPLEMENTARY FEES

Purpose The overriding principle governing the payment of fees to NEDs is that 

they will be made in the context of good governance. The amounts will be 

determined by the HCC and approved by the Board.

If required, the NEDs may be 

requested to perform work outside 

of their standard duties. Standard 

duties include attending the 

AGM and annual/interim results 

presentations. For this they will be 

reimbursed based upon the time 

spent and their level of expertise.

Design The fees paid to different roles, 

such as that of the chairman of 

the Board, may vary from the fees 

paid to other NEDs. Variation shall 

be based on market benchmarks 

applicable to that role.

NEDs serving on the Board and on 

committees are paid a retainer fee 

for their respective roles and are 

not paid per meeting.

Benchmarking An adjustment to fees will be made in the 2018/2019 financial year. 

Increase levels will likely be in line with increases made to members of 

the executive management and across the Company (see below). Where 

appropriate, independent benchmark advice is sought regarding the levels 

of remuneration for NEDs. 

The table below sets out the approved NED fees in respect of the period 1 April 2018 to 31 March 2019, and the proposed NED fees in 

respect of the period 1 April 2019 to 31 March 2020 (excluding VAT):

NED ROLE

FEES FROM

1 APRIL 2018 –

31 MARCH 2019

RAND

FEES FROM 

1 APRIL 2019 –

31 MARCH 2020

RAND

INCREASE

%

Board-level fees

Chairman 861 000 912 660 6 

Lead independent director 445 329 472 049 6 

Member 243 396 258 000 6 

Audit committee chairman 201 932 214 048 6 

Audit committee member 142 780 151 347 6 

Risk committee chairman 201 932 214 048 6 

Risk committee member 78 746 83 471 6 

Human capital committee chairman 201 932 214 048 6 

Human capital committee member 78 746 83 471 6 

Nomination committee chairman* (per meeting fee) 18 966 20 104 6 

Nomination committee member* (per meeting fee) 13 456 14 263 6 

Social and ethics committee chairman 189 608 200 984 6 

Social and ethics committee member 78 746 83 471 6 

Special ad-hoc meetings: chairman 18 966 20 104 6 

Special ad-hoc meetings: member 13 456 14 263 6 

* For the chairman and members of the nomination committee, the fee from 1 April 2017 – 31 March 2018 was paid on a per-meeting basis.

REMUNERATION REPORT | PART 2: REMUNERATION POLICY continued
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Shareholder engagement

Pioneer Foods is committed to engaging shareholders on its remuneration policy, as well as the consistent implementation of its remuneration 

policy, on an annual basis.

Following the AGM on 15 February 2019 (relating to the 2018 financial year), Pioneer Foods will once again put the remuneration policy and 

implementation report to two separate, non-binding votes. In the event that 25% or more of the shareholders vote against either or both the 

remuneration policy and/or implementation report, Pioneer Foods will include a note in its SENS announcement for the AGM results inviting 

dissenting shareholders to engage with the Group on their reasons for voting against either or both of these resolutions. The precise method 

of shareholder engagement will be decided by the HCC, but these may include one or more of the following:

• E-mails and teleconferences

• One-on-one meetings with shareholders or

• Investor meetings

The results of the shareholder engagement, and the HCC’s response to shareholder concerns, will thereafter be published in part 1 of the 

remuneration report at the end of the following financial year.
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REMUNERATION REPORT continued

PART 3: 

IMPLEMENTATION OF THE REMUNERATION POLICY
in the 2018 financial year

Compliance with the 2018 
remuneration policy

The HCC is satisfied that Pioneer Foods substantially complied 

with the remuneration policy in 2018.

TGP – 2018 increases granted

The average increase in salaries for all salaried employees was 

5%. The increment for executive directors and prescribed 

officers is in line with market practice. The average annual 

TGP increase for executive management, compared to the 

increases for middle management and general employees, 

are set out in the graphic alongside:

We charted the value that we delivered to shareholders (measured in headline earnings and return on equity) versus the average increase in 

total remuneration paid to executive directors over the past four financial years:

YEAR

ADJUSTED 

HEADLINE EARNINGS

(R’M)

INCREASE/

(DECREASE)

%

RETURN ON 

EQUITY (%)

TOTAL 

EXECUTIVE 

DIRECTORS

 REMUNERATION

(R’M)*

INCREASE

(DECREASE)

%

2018 1 032 25 12 18 921 (51)

2017 823 (50) 10 38 536 189

2016 1 637 7 22 13 352 (84)

2015 1 534 24 23 83 206 169

* Includes TGP, STI and LTIs exercised in that financial year, as well as restraint of trade payments.

STI performance outcomes

The STI pool/s only accrue if there is growth in economic profit. This gatekeeper ensures that the STI is self-funding and acts as a protection 

mechanism for shareholders.

Based on the economic profit achievement for 2018, a STI pool accrued. The individual performance metrics that were applied in the 2018 

financial year will be those reflected in the 2017 remuneration policy (set out in part 2 of the 2017 remuneration report).

The STI section below reflects the implementation of the financial metrics, and the performance outcomes for executive directors. These 

metrics were disclosed in part 2 of the 2017 remuneration report.

The STI performance outcomes for executive directors, against the performance measures that were applicable in the 2018 financial year, 

are set out below:

PERFORMANCE MEASUREMENT SCALE:  

GROWTH IN REVENUE YEAR-ON-YEAR TARGETS ACTUAL

2018 

VESTING OUTCOME

Growth in revenue year-on-year 

(weighting: 12.5%) Min: 5.85% – Max: 11.70% 3% 0%

PERFORMANCE MEASUREMENT SCALE:  

GROWTH IN VOLUME TARGETS ACTUAL

2018 

VESTING OUTCOME

Growth in volume (12.5% weighting) Min: 2% – Max: 7% 4.3% 54%

5%

AVERAGE SALARY INCREASES: 2018

General employees

Executive directors 4%
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PERFORMANCE MEASUREMENT SCALE:  

GROWTH IN HEADLINE EARNINGS BEFORE TAX TARGETS ACTUAL

2018 

VESTING OUTCOME

Growth in headline earnings before interest and 

tax for Group performance (weighting: 65%) R2 219 million R1 603 million 0%

SPECIFIC GOALS TARGETS ACTUAL

2018 

VESTING OUTCOME

Gender employment (2.5% weighting) Min: 27% – Max: 28% 28.1% 100%

Employment equity (2.5% weighting) Min: 67% – Max: 68% 68.7% 100%

Employee engagement (5% weighting) Min: 70% – Max: 73% 74% 100%

LTIs awarded

The following section sets out the awards that were granted to executive directors under the SAR plan during the 2018 financial year, as well 

as the performance conditions applicable to the awards:

NAME

NUMBER OF 

SARS AWARDED

INDICATIVE VALUE 

OF AWARDS**

R’000

T Carstens 237 394 8 135 492

F Lombard 89 810 3 077 789

** Number of awards multiplied by the actuarial fair value.

The performance conditions applicable to 50% of the SAR awards granted in the 2018 financial year are set out below. These measurements 

were changed retrospectively with reference to unvested SAR’s to diluted adjusted headline earnings per share. Diluted adjusted headline 

earnings per share is a more accurate reflection of economic reality by taking into account the conversion effect of any dilutive potential 

ordinary shares.

PERFORMANCE CONDITION  
AND WEIGHTING VESTING SCHEDULE PERFORMANCE PERIOD

Compounded annual growth rate in 

adjusted headline earnings per share

100% weighting

• CPI plus 1% real growth (threshold)

• CPI plus 5% real growth (stretch)

• Linear vesting between threshold and 

stretch levels

1 October 2017 to 30 September 2022. 

Measured over three, four and five years, 

respectively.

LTI performance outcomes

The following section sets out the achievement of the performance conditions for the SAR awards vesting during 2018:

Targets

PERFORMANCE MEASURE THRESHOLD STRETCH ACTUAL* VESTING %**

Compounded annual growth 

in adjusted headline earnings 

per share

CPI plus 1%

real growth

CPI plus 5%

real growth 553 Zero

* The threshold and stretch actual targets were:

 – For the 2014 allocation, R6.17 and R7.42 respectively

 – For the 2015 allocation, R8.12 and R9.42 respectively

 – For the 2016 allocation, R10.02 and R11.19 respectively.

**  Actual vesting is dependent on the employee being in service on the date of vesting.
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The following table sets out the SARs (granted, vested, exercised, lapsed and not redeemed) for each executive director in 2018:

NUMBER

OF SARs

INITIALLY

ALLOCATED

DATE

AWARDED

EXERCISABLE

UP TO DATE

STRIKE

PRICE

CENTS

Directors’ and prescribed officer’s share 
appreciation rights (SARs)
30 September 2018

Executive directors

TA Carstens (1 October 2017)* – 2013/02/06 2023/02/05 5 542

– 2014/02/28 2019/08/31 8 155

– 2015/09/21 2021/03/21 19 871

– 2015/02/13 2020/08/13 15 419

– 2016/02/15 2021/08/15 13 021

– 2017/02/22 2022/08/22 16 620

237 394 2018/02/14 2023/08/14 13 496

F Lombard 4 386 2013/02/06 2023/02/05 5 542

186 900 2014/02/28 2019/08/31 8 155

150 000 2015/09/21 2021/03/21 19 871

25 845 2015/02/13 2020/08/13 15 419

17 226 2016/02/15 2021/08/15 13 021

60 776 2017/02/22 2022/08/22 16 620

89 810 2018/02/14 2023/08/14 13 496

Former executive director

PM Roux (30 September 2017)** 249 509 2013/04/01 2023/02/09 6 452

469 794 2014/02/28 2019/08/31 8 155

54 682 2015/02/13 2020/08/13 15 419

48 552 2016/02/15 2021/08/15 13 021

117 701 2017/02/22 2022/08/22 16 620

Notes:

*  Appointed as director.

**  Retired as director.
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FAIR VALUE

PER SAR

AT GRANT

DATE (FOR

CURRENT

YEAR

GRANTS)

CENTS

FAIR VALUE

OF TOTAL

SARs

GRANTED

DURING

THE YEAR

RAND

NUMBER

OF SARs

REDEEMED

CUMULATIVE

NUMBER

OF SARs

REDEEMED

IN CURRENT

YEAR

NUMBER

OF SARs

FORFEITED

IN CURRENT

YEAR

SHARE

PRICE AT

DATE OF

REDEMPTION

CENTS

VALUE

INCREASE

FROM STRIKE

PRICE TO

PRICE AT

REDEMPTION

RAND

CHANGE

IN

DIRECTOR-

SHIP:

NUMBER

OF SARs

NUMBER

OF SARs

NOT

REDEEMED

– – 4 701 4 701 – 13 630 380 217 4 701 –

– – 40 098 40 098 40 098 13 630 2 195 366 160 392 80 196

– – – – – – – 150 000 150 000

– – – – 7 060 – – 42 362 35 302

– – – – – – – 17 624 17 624

– – – – – – – 52 782 52 782

3 427 8 135 492 – – – – – – 237 394

– – 4 386 4 386 – 13 630 354 740 – –

– – 46 725 46 725 46 725 13 630 2 558 194 – 93 450

– – – – – – – – 150 000

– – – – 4 308 – – – 21 537

– – – – – – – – 17 226

– – – – – – – – 60 776

3 427 3 077 789 – – – – – – 89 810

– – 199 607 – – – – (49 902) –

– – 156 598 – – – – (313 196) –

– – – – – – – (54 682) –

– – – – – – – (48 552) –

– – – – – – – (117 701) –



132

REMUNERATION REPORT | PART 3: IMPLEMENTATION OF THE REMUNERATION POLICY continued

The following table sets out the SARs (granted, vested,exercised, lapsed and not redeemed) for each executive director in 2017:

NUMBER

OF SARs

INITIALLY

ALLOCATED

DATE

AWARDED

EXERCISABLE

UP TO DATE

STRIKE

PRICE

CENTS

30 September 2017

Executive directors

PM Roux (30 September 2017)* 249 509 2013/04/01 2023/02/09 6 452

469 794 2014/02/28 2019/08/31 8 155

54 682 2015/02/13 2020/08/13 15 419

500 000 2015/09/21 2021/03/21 19 871

48 552 2016/02/15 2021/08/15 13 021

117 701 2017/02/22 2022/08/22 16 620

CJ Hess (31 October 2016)** 143 558 2014/02/28 2019/08/31 8 155

28 712 2014/02/28 2024/02/28 8 155

40 650 2015/02/13 2020/08/13 15 419

1 090 2015/02/13 2025/02/13 15 419

18 990 2016/02/15 2021/08/15 13 021

3 161 2016/02/15 2021/02/15 13 021

F Lombard (1 July 2017)*** – 2013/02/06 2023/02/05 5 542

– 2014/02/28 2019/08/31 8 155

– 2015/09/21 2021/03/21 19 871

– 2015/02/13 2020/08/13 15 419

– 2016/02/15 2021/08/15 13 021

– 2017/02/22 2022/08/22 16 620

Prescribed officer

CR Lamprecht**** – 2011/02/08 2021/02/07 4 874

– 2012/02/10 2022/02/09 6 034

– 2013/02/06 2023/02/05 5 542

– 2014/02/28 2019/08/31 8 155

20 699 2017/02/22 2022/08/22 16 620

Notes:

*  Retired as director.

** Resigned as director.

***  Appointed as director.

**** Acted as chief financial officer (1 November 2016 to 30 June 2017).
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FAIR VALUE

PER SAR

AT GRANT

DATE (FOR

CURRENT

YEAR

GRANTS)

CENTS

FAIR VALUE

OF TOTAL

SARs

GRANTED

DURING

THE YEAR

RAND

NUMBER

OF SARs

REDEEMED

CUMULATIVE

NUMBER

OF SARs

REDEEMED

IN CURRENT

YEAR

NUMBER

OF SARs

FORFEITED

IN CURRENT

YEAR

SHARE

PRICE AT

DATE OF

REDEMPTION

CENTS

VALUE

INCREASE

FROM STRIKE

PRICE TO

PRICE AT

REDEMPTION

RAND

CHANGE

IN

DIRECTOR-

SHIP:

NUMBER

OF SARs

NUMBER

OF SARs

NOT

REDEEMED

– – 199 607 49 902 – 16 602 5 065 053 – 49 902

– – 156 598 156 598 – 16 260 12 692 268 – 313 196

– – – – – – – – 54 682

– – – – 500 000 – – – –

– – – – – – – – 48 552

4 071 4 791 608 – – – – – – 117 701

– – – – – – – (143 558) –

– – – – – – – (28 712) –

– – – – – – – (40 650) –

– – – – – – – (1 090) –

– – – – – – – (18 990) –

– – – – – – – (3 161) –

– – – – – – – 4 386 4 386

– – – – – – – 186 900 186 900

– – – – – – – 150 000 150 000

– – – – – – – 25 845 25 845

– – – – – – – 17 226 17 226

– – – – – – – 60 776 60 776

– – 2 108 2 108 – 16 000 234 536 2 108 –

– – 1 976 1 976 – 16 000 196 928 1 976 –

– – 1 150 1 150 – 16 000 120 267 1 150 –

– – 26 112 26 112 – 16 000 2 048 486 26 112 –

4 071 842 656 – – – – – (20 699) –
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The table below sets out the usage of the dilution limit for Pioneer Foods’ LTI as at 30 September 2018.

NUMBER OF 

ISSUED SHARES

’000

PERCENTAGE OF 

TOTAL ORDINARY

ISSUED SHARE 

CAPITAL

%**

Number of shares that may be transferred 14 500 000 6.2

Issued in previous year’s 4 156 130 1.8

Opening balance available 10 343 870 4.4

Issued in current year 423 880 0.2

Closing balance available 9 919 990 4.2

“In the money portion” in shares* 529 848 0.2

Closing balance available taking into account “in the money portion” 9 390 142 4.0

* Convert “in the money” value of SAR’s not redeemed at year-end share price.

** Percentage calculated on year end shares in issue.

Single figure remuneration – 30 September 2018

In line with the requirements of King IV™, the following table sets out the remuneration paid to executive directors and the prescribed officer 

on a single figure basis for 2017 and 2018:

30 SEPTEMBER 2018

BASIC 

SALARY

R’000

TRAVEL

 ALLOWANCES

R’000

BONUSES

AND

 INCENTIVES

R’000

RETIREMENT

 FUND

 CONTRIBUTIONS

R’000

RESTRAINT 

OF TRADE

 PAYMENT

 R’000

LTI

R’000

TOTAL

R’000

Executive directors

TA Carstens 4 892 148 1 512 960 – 2 576 10 088

F Lombard 4 421 183 1 001 315 – 2 913 8 833

Total 9 313 331 2 513 1 275 – 5 489 18 921

  The value in the LTI column is based on the value of the number of SAR awards redeemed during the 2018 financial year, using the strike price at redemption 

less the strike price of the SAR award.

30 SEPTEMBER 2017

BASIC 

SALARY

R’000

TRAVEL

 ALLOWANCES

R’000

BONUSES

AND

 INCENTIVES

R’000

RETIREMENT

 FUND

 CONTRIBUTIONS

R’000

RESTRAINT 

OF TRADE

 PAYMENT

 R’000

LTI

R’000

TOTAL

R’000

Executive directors

PM Roux 

(30 September 2017)* 5 790 408 – 719 8 177 17 757 32 851

F Lombard 

(1 July 2017)† 1 071 46 – 76 – – 1 193

CJ Hess 

(31 October 2016)** 253 6 – 18 – – 277

Prescribed Officer

C Lamprecht*** 1 412 45 – 158 – 2 600 4 215

Total 8 526 505 – 971 8 177 20 357 38 536

* Resigned as director on 30 September 2017.

† Appointed as CFO on 1 July 2017.

** Resigned as director on 31 October 2016.

*** Served as acting CFO 1 November 2016 to 30 June 2017.

  The value in the LTI column is based on the value of the number of SAR awards redeemed during the 2017 financial year, using the strike price at 

redemption the strike price of the SAR award.
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NEDs

The table below sets out the NED fees that have been paid to each 

NED in the 2018 financial year:

NAME OF NED

DIRECTORS’ FEES

R’000

ZL Combi (chairman) 1 035

N Celliers 523

Prof ASM Karaan 499

NS Mjoli-Mncube 389

G Pretorius (lead independent director) 813

PJ Mouton 405

SS Ntsaluba 535

AH Sangqu 542

LE Mthimunye 462

NW Thomson 718

Approval

This report was approved by Pioneer Foods’ human capital 

committee on 14 November 2018.

Yours sincerely

Gerrit Pretorius

Chairman of the human capital committee

Non-binding approval of the remuneration 
policy

King IV™ and the amended JSE Listings Requirements require that 

the Board (with the assistance of the remuneration committee) 

table the remuneration policy and the implementation report every 

year for separate non-binding advisory votes by shareholders at 

the AGM. The Company’s remuneration policy is set out from 

page 122 of the 2018 integrated report, to be read in conjunction 

with the remuneration policy in Pioneer Foods’ Notice of AGM. In 

accordance with the provisions of the JSE Listings Requirements, 

the Company shall give shareholders the right to express their 

views on the remuneration policy and its implementation by casting 

a non-binding advisory vote in the manner set out below.
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WITH SPEKKO RICE YOU CAN 
COOK ANY WAY YOU WANT. 
DON’T GET STUCK ON MAKING 
THE SAME OLD DISHES DAY IN, 
DAY OUT; COOK UP A NEW 
STORY; BREAK A FEW EGGS. 
SPILL THE GRAVY AND TASTE 
ALL THE FLAVOURS!

Spekko Rice has managed to take top position in the 

South African rice market and is a trusted, consistently 

high quality, rice brand that always delivers on taste 

to make meals that are more enjoyable, fun, interesting 

and entertaining.

No longer in a challenger brand position, but seen by 

consumers, shoppers and traders alike as one of South 

Africa’s leading rice brands, Spekko Rice has managed 

to capture the hearts – and meals – of millions of South 

Africans daily.

The key to great cooking, as all chefs will tell you, is to use 

the best ingredients and with Spekko’s premium quality 

authentic long grain Thai rice, which comes from a single 

source and is extra-finely milled, the end result is always 

beautifully white and fluffy rice with a unique taste.

Offering consumers a variety of internationally recognised 

specialty rices (basmati-, brown-, white- and jasmine 

rice), as well as the best quality long grain parboiled rice, 

Spekko Rice can truly claim – Spekko: Rice doesn’t get 

better than this.

Spekkoliciously Good!
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In accordance with the requirements of the Companies Act, Act 71 of 2008, as amended from time to time, the Board of directors 

(“the Board”) is responsible for the preparation of the annual financial statements as well as the consolidated annual financial statements of 

Pioneer Food Group Ltd (“Pioneer Foods”). The aforementioned comply with International Financial Reporting Standards and fairly present 

the state of affairs of Pioneer Foods and its subsidiaries (“the Group”) at the end of the financial year, and the financial performance and 

cash flows for the stated period.

The Board is responsible for the information in the annual financial statements. It is also responsible for the information in the annual 

integrated report, for both its accuracy and consistency with the financial statements.

It is the responsibility of the independent external auditors to report on the fair presentation of the financial statements.

The Board is ultimately accountable for the Group’s governance practices which include, among others, internal control processes. 

Management enables the Board to meet its responsibilities in this regard. Applicable standards and systems of internal control are designed 

and implemented by management to provide reasonable assurance as to the integrity and reliability of the Group’s financial records and its 

financial statements. The Board and management are committed to adequately safeguard, verify and maintain accountability for the Group’s 

assets. Appropriate accounting policies, supported by reasonable and prudent judgements and estimates are applied on a consistent and 

going concern basis. Systems and controls include proper delegation of responsibilities, effective accounting procedures and adequate 

segregation of duties.

Based on the information and reasoning provided by management as well as the internal and external auditors in their respective capacity 

as assurance providers, the Board is of the view that the financial reporting controls are sufficient for the purposes required and that the 

financial records may be relied upon for preparing the financial statements and maintaining accountability for the Group’s assets and liabilities.

During the year under review and at the publication date of this report, nothing has come to the Board’s and/or management’s attention that 

indicates or implies a breakdown in the functioning of the said controls, resulting in a material loss to the Group.

The Board has a reasonable expectation that the Group and its subsidiaries have adequate resources to continue operating in the foreseeable 

future and continue to adopt the going concern basis in preparing the financial statements.

The annual financial statements were approved by the Board on 15 November 2018 and are herewith signed on its behalf by:

  
ZL Combi TA Carstens

Chairman Chief executive officer

DIRECTORS’ RESPONSIBILITY
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These summary consolidated annual financial statements have been prepared under the supervision of F Lombard, CA(SA), Group chief 

financial officer. The full set of annual financial statements is published on the Group’s website at www.pioneerfoods.co.za.

In accordance with section 88 of the Companies Act, Act 71 of 2008 (“the Act”), as amended from time to time, for the year ended 

30 September 2018, it is hereby certified that the Group has lodged with the Companies and Intellectual Property Commission all such 

returns that are required of a public company in terms of the Act and that such returns are true, correct and up to date.

J Jacobs

Company Secretary

PREPARATION AND PRESENTATION 
OF SUMMARY CONSOLIDATED 
FINANCIAL STATEMENTS

SECRETARIAL CERTIFICATION
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The audit committee (“the committee”) is pleased to present its report in terms of section 94(7)(f) of the Companies Act, Act 71 of 

2008, as amended from time to time (“the Companies Act”). This report sets out how the committee discharged its statutory and Board 

assigned duties in respect of the financial year ended 30 September 2018.

As a statutory body, the committee is accountable to the Board and to the shareholders of Pioneer Food Group Ltd (“the Group”). 

This committee is the audit committee for all companies in the Group, except for Sasguard Insurance Company Ltd which has its own 

audit committee.

The committee’s role and responsibilities are governed by a Board approved charter which is reviewed annually in order to ensure that the 

content remains relevant, complete and compliant with the applicable legislative requirements. The committee’s charter complies with the 

Companies Act, King IV and the JSE Listings Requirements.

The Board also approves an annual work plan which complements the committee’s structured approach and guides the agenda of each 

committee meeting to ensure that all key deliverables are attended to.

Members of the audit committee

The committee has three members, all of which are independent, non-executive directors who were appointed at the Group’s annual general 

meeting on recommendation of the Board. During the year under review there were no changes to the composition of the audit committee.

Each of the committee members is required to act objectively and independently.

The committee members possess the necessary financial literacy, skills and experience to execute their duties effectively. An abridged 

curriculum vitae of each of the members is included in the integrated report.

Meeting attendance

During the year, four meetings took place. The chairman provided feedback to the Board after each meeting in respect of the committee’s 

activities and Board approval was obtained on specific issues recommended by the committee.

Committee meetings and attendance for the year are summarised as follows:

NAME OF COMMITTEE MEMBER

NUMBER OF

MEETINGS

ATTENDED

14 NOVEMBER

2017

8 FEBRUARY

2018

16 MAY

2018

24 JULY

2018

NW Thomson (chairman) 4 Present Present Present Present

LE Mthimunye 4 Present Present Present Present

SS Ntsaluba 2 Apologies Present Present Apologies

The external auditors, internal auditors and management representatives attend committee meetings as standing invitees with no voting 

rights. The company secretary is the secretary of the meeting.

The chairperson has regular one-on-one meetings with the internal and external auditors as well as the chief financial officer. Further closed 

sessions are held with these parties by the committee as a whole.

REPORT OF THE AUDIT COMMITTEE “THE REPORT”
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Roles and responsibilities of the audit committee

In fulfilling its responsibilities the committee specifically considered the following matters:

• It reviewed the interim, preliminary and summary results, as well as the year-end financial statements, and recommended these to 

the Board for approval. During the year under review, the committee satisfied itself that the Group complied, in all material respects, 

with the requirements of the Companies Act, the International Financial Reporting Standards, the SAICA Financial Reporting Guides 

and applicable legislation.

• The committee reviewed the external audit reports on the Group’s annual financial statements and afforded specific attention to the 

following material matters:

 – Derivative financial instruments – forward purchase contracts on own equity;

 – Commodity hedge accounting;

 – Annual assessment of useful lives and residual values of items of property, plant and equipment and intangible assets;

 – Share-based payment charges in terms of IFRS 2; and

 – The purchase price allocation of the Heinz Foods SA and The Good Carb Food Company business combination transactions.

• The committee was satisfied with the disclosure and accounting treatment of all these matters.

• The committee reviewed the representation made by the external auditors and satisfied itself that the external auditor is independent of 

the Group, as set out in section 94(8) of the Companies Act, and suitable for re-appointment by considering, inter alia, the information 

stated in paragraph 22.15(h) of the JSE Ltd Listings Requirements.

• In considering the recommendation for the appointment of external auditors for the 2019 financial year, the committee noted that the 

current auditors were re-appointed after a comprehensive competitive bidding process in 2016. The committee is planning to recommend 

audit firm rotation before the end of 2023. For the 2019 financial year, the committee is recommending the re-appointment of PwC.

• Consideration was given to the rotation requirement of the designated lead external audit partner, Mr Duncan Adriaans. His final audit as 

partner will be 2020 and succession plans are in place for his replacement.

• The committee determined and approved the audit fees and the terms of engagement of the external auditors.

• The committee satisfied itself that the provision of non-audit services rendered by the external auditor complied with Group policy in this 

regard. The committee also approved the contractual terms for the provision of all non-audit services rendered by the external auditors.

• The committee also gave consideration to the changes in the management structure of the Group during the external auditors’ tenure, 

and satisfied itself that there were no undue familiarity risks.

• The committee is structured to deal appropriately with concerns and complaints relating to:

 – the Group’s accounting practices and internal audit;

 – the content and auditing of the Group’s financial statements;

 – the Group’s internal financial controls; and

 – any other related matter.

However, no complaints were received.

• The committee had oversight of the financial reporting process, including the integrated report and the annual financial statements and 

at its meeting held on 13 November 2018, has recommended the integrated report and the annual financial statements for approval by 

the Board.

• The committee considered the Group’s information pertaining to its non-financial performance as disclosed in the integrated report, to 

ensure consistency with other known information. The committee was satisfied that the sustainability related information presented is 

reliable and consistent with the Group’s financial results.

• The committee received and consider the JSE’s report on the pro-active monitoring of financial statements in 2017 for compliance with 

IFRS. These proposals were implemented where appropriate and practical. The requisite confirmation was sent to the JSE.
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Internal audit

In carrying out its duty to provide an oversight role in respect of the Group’s system of internal controls, the committee ensured that the 

Group’s internal audit function remained independent and had the necessary resources, standing and authority to enable it to discharge 

its duties.

The committee reviewed and approved the internal audit work plan to ensure adequate assurance and coverage of the key risks identified. 

The planned reviews conducted during the year were aimed at providing the necessary assurance in respect of key internal controls 

throughout the Group. Based on the results of these reviews, the committee is of the opinion that the internal controls formed a sound basis 

for the preparation of reliable financial statements.

The committee performed an evaluation of the effectiveness of the internal audit function as well as that of the chief audit executive. The 

committee is pleased to report that the internal audit function under leadership of the chief audit executive continued to operate efficiently 

and with the necessary independence and stature within the Group. The committee has approved the extension of the outsourced internal 

auditors’ service agreement to 30 September 2020.

Combined assurance

Pioneer Foods has adopted a combined assurance approach to ensure adequate assurance coverage, whilst at the same time minimising 

duplication of effort by focusing on cost effectiveness and efficiency.

In alignment with the Group’s risk based approach, the committee continues to ensure the effective liaison between the internal and external 

auditors while creating a balance between assurances provided.

Two members of the audit committee are also members of the risk committee and this helps to ensure an integrated approach in the 

development of the combined assurance model.

For the year under review, the committee was satisfied that sufficient assurance was obtained, particularly in relation to those risks ranked 

as material.

Expertise and experience of the chief financial officer and the adequacy of the financial function

The abbreviated curriculum vitae of the chief financial officer, Mr F Lombard, appears in the integrated report. The committee satisfied itself 

in terms of paragraph 3.84(g)(i) of the JSE Ltd Listings Requirements that the Group chief financial officer, as well as the Group finance 

function, has the appropriate expertise and experience.

Internal controls

The internal auditors provided the committee with a written assessment of the effectiveness of the Group’s system of internal controls and 

risk management, including internal financial controls. This assessment conducted by internal audit as well as input from management and 

external audit, formed the basis of the committee’s recommendation in this regard to the Board, in order for the Board to report thereon.

The Board’s report on the effectiveness of the system of internal controls is included under the directors’ responsibility report on page 138. 

The committee’s recommendation assisted the Board in its opinion expressed in this regard.

REPORT OF THE AUDIT COMMITTEE “THE REPORT” continued
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Compliance

The committee considered the adequacy and appropriateness of the controls in place to prevent, detect and monitor the occurrence of non-

compliance of applicable laws and regulations. The committee is pleased to report that there have been no material incidents relating to non-

compliance of stated regulatory requirements during the financial period. The committee is also satisfied that, to the best of its knowledge, 

the Group has complied with all applicable material legal and statutory requirements during the year under review.

Going concern

The committee considered and reviewed management’s short- to medium-term plans and the Group’s associated projections. It has thus 

satisfied itself of the going concern status of the Group, in alignment with the applicable requirements outlined in the Companies Act. The 

committee also reviewed the solvency and liquidity test and is satisfied that there are adequate resources to support the proposed dividend 

and any planned share repurchases.

Consistent with the committee’s recommendation herein, the Board’s statement regarding the going concern status of the Group is included 

in the directors’ responsibility report on page 138.

NW Thomson

Chairman: Audit Committee

Tyger Valley

13 November 2018
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INDEPENDENT AUDITOR’S REPORT  
ON THE SUMMARY CONSOLIDATED  
FINANCIAL STATEMENTS
To the Shareholders of Pioneer Food Group Ltd

OPINION
The summary consolidated financial statements of Pioneer Food Group Ltd for the year ended 30 September 2018, set out on pages 

145 to 162 of the Integrated Report 2018, which comprise the summary group statement of financial position as at 30 September 2018, 

the summary group statements of comprehensive income, changes in equity and cash flows for the year then ended, and related notes, 

are derived from the audited consolidated financial statements of Pioneer Food Group Ltd for the year ended 30 September 2018.

In our opinion, the accompanying summary consolidated financial statements are consistent, in all material respects, with the audited 

consolidated financial statements, in accordance with the JSE Limited’s (JSE) requirements for summary financial statements, as set out 

in note 1 to the summary consolidated financial statements, and the requirements of the Companies Act of South Africa as applicable to 

summary financial statements.

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS
The summary consolidated financial statements do not contain all the disclosures required by International Financial Reporting Standards and 

the requirements of the Companies Act of South Africa as applicable to annual financial statements. Reading the summary consolidated 

financial statements and the auditor’s report thereon, therefore, is not a substitute for reading the audited consolidated financial statements 

and the auditor’s report thereon.

THE AUDITED CONSOLIDATED FINANCIAL STATEMENTS AND OUR REPORT THEREON
We expressed an unmodified audit opinion on the audited consolidated financial statements in our report dated 15 November 2018. That 

report also includes communication of key audit matters. Key audit matters are those matters that, in our professional judgement, were of 

most significance in our audit of the consolidated financial statements of the current period.

DIRECTOR’S RESPONSIBILITY FOR THE SUMMARY CONSOLIDATED FINANCIAL STATEMENTS
The directors are responsible for the preparation of the summary consolidated financial statements in accordance with the JSE’s 

requirements for summary financial statements, set out in note 1 to the summary consolidated financial statements, and the requirements 

of the Companies Act of South Africa as applicable to summary financial statements.

AUDITOR’S RESPONSIBILITY
Our responsibility is to express an opinion on whether the summary consolidated financial statements are consistent, in all material respects, 

with the audited consolidated financial statements based on our procedures, which were conducted in accordance with International 

Standard on Auditing (ISA) 810 (Revised), Engagements to Report on Summary Financial Statements.

PricewaterhouseCoopers Inc.

Director: D Adriaans
Registered Auditor

Stellenbosch

15 November 2018
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SUMMARY CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 30 SEPTEMBER 2018

GROUP STATEMENT OF COMPREHENSIVE INCOME

AUDITED

YEAR ENDED

30 SEPTEMBER

2018

R’m

AUDITED

YEAR ENDED

30 SEPTEMBER

2017

R’m

Revenue  20 151.9  19 575.0 

Cost of goods sold  (14 356.4)  (14 419.0)

Gross profit  5 795.5  5 156.0 

Other income and gains/(losses) – net  197.4  142.3 

Other expenses  (4 420.5)  (4 142.1)

 Excluding the following:  (4 390.4)  (4 021.6)

 Once-off merger and acquisition costs  –  (17.6)

  Phase I BBBEE transaction share-based payment and related hedge charge  (30.1)  (102.9)

Items of a capital nature  73.2  (57.0)

Operating profit  1 645.6  1 099.2 

Investment income  28.0  22.3 

Finance costs  (197.5)  (196.8)

Share of profit of investments accounted for applying the equity method  –  60.3 

Profit before income tax  1 476.1  985.0 

Income tax expense  (399.0)  (258.8)

Profit for the year  1 077.1  726.2 

Other comprehensive income/(loss) for the year

Items that will not subsequently be reclassified to profit or loss:

Remeasurement of post-employment benefit obligations  2.2  1.6 

Items that may subsequently be reclassified to profit or loss:  21.9  143.3 

Fair value adjustments to cash flow hedging reserve  (12.2)  115.7 

 For the year  3.6  (60.2)

  Current income tax effect  (5.7)  17.5 

  Deferred income tax effect  4.6  (0.7)

 Reclassified to profit or loss  (20.5)  220.9 

  Current income tax effect  5.1  (63.9)

  Deferred income tax effect  0.7  2.1 

Fair value adjustments on available-for-sale financial assets  0.6  4.0 

 For the year  18.8  8.2 

  Deferred income tax effect  6.4  0.6 

 Reclassified to profit or loss  (24.6)  (4.8)

Share of other comprehensive income of investments accounted for applying 

the equity method  7.4  15.9 

Movement on foreign currency translation reserve  26.1  7.7 

Total comprehensive income for the year  1 101.2  871.1 

Profit for the year attributable to:

Owners of the parent  1 072.6  726.1 

Non-controlling interest  4.5  0.1 

 1 077.1  726.2

Total comprehensive income for the year attributable to:

Owners of the parent  1 090.9  869.7 

Non-controlling interest  10.3  1.4 

 1 101.2  871.1
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SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued

HEADLINE EARNINGS RECONCILIATION

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

 AUDITED 

 YEAR ENDED

30 SEPTEMBER 

2017

 R’m

Reconciliation between profit attributable to owners of the parent and 

headline earnings

Profit attributable to owners of the parent  1 072.6  726.1 

Remeasurements  (61.2)  52.7 

  Net profit on disposal of property, plant and equipment and intangible assets  (35.2)  (5.8)

 Net profit on disposal of available-for-sale financial assets  (24.6)  (4.8)

 Fair value adjustment of step-up from joint venture to subsidiary  (13.4)  18.7 

 Net loss on disposal of equity-accounted investments  –  17.7 

 Impairment of intangible assets  –  21.0 

 Impairment of goodwill  –  10.2 

 Before tax  (73.2)  57.0 

 Tax effect on remeasurements  12.0  (4.3)

Remeasurements included in equity-accounted results  6.0  (16.0)

 Remeasurements  7.3  (15.8)

 Tax effect on remeasurements  (1.3)  (0.2)

Headline earnings  1 017.4  762.8 

Phase I BBBEE transaction share-based payment and related hedge charge  14.4  42.2 

Once-off merger and acquisition costs  –  17.6 

Adjusted headline earnings (Note 1)  1 031.8  822.6 

Number of issued ordinary shares (million)  233.2  233.4 

Number of issued treasury shares:

– held by subsidiary (million)  18.0  18.0 

– held by BBBEE equity transaction participants (million)  18.1  18.1 

– held by BEE trust (million)  10.7  10.7 

Number of issued class A ordinary shares (million)  2.9  3.2 

Weighted average number of ordinary shares (million)  186.7  186.0 

Weighted average number of ordinary shares – diluted (million)  196.3  198.4 

Earnings per ordinary share (cents):

– basic  574.6  390.3 

– diluted  546.5  366.0 

– headline  545.0  410.1 

– diluted headline  518.4  384.5 

– adjusted headline (Note 1)  552.8  442.2 

– diluted adjusted headline (Note 1)  525.7  414.6 

Gross dividend per ordinary share (cents)  365.0  365.0 

Gross dividend per class A ordinary share (cents)  109.5  109.5 

Net asset value per ordinary share (cents)  4 496.6  4 302.8 

Debt to equity ratio (%)  10.7  13.4 

Note 1:

Headline earnings (“HE”) is calculated based on Circular 4/2018 issued by the South African Institute of Chartered Accountants. Adjusted 

HE is defined as HE adjusted for the impact of:

•  share-based payment charge on the Phase I BBBEE transaction on profit or loss (and the impact of the related hedge); and

• for 2017 only, once-off merger and acquisition costs.
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GROUP STATEMENT OF FINANCIAL POSITION

 AUDITED

30 SEPTEMBER 

2018

R’m

 AUDITED 

30 SEPTEMBER 

2017

 R’m

Assets

Property, plant and equipment  5 653.9  5 357.0 

Goodwill  434.0  331.3 

Other intangible assets  766.0  483.6 

Investments in and loans to associates and joint ventures  791.3  906.7 

Derivative financial instruments  128.7  203.1 

Available-for-sale financial assets  77.9  138.1 

Trade and other receivables  45.8  15.4 

Deferred income tax  55.8  12.5 

Non-current assets  7 953.4  7 447.7 

Current assets  6 587.7  5 504.6 

Inventories  3 176.6  3 033.1 

Derivative financial instruments  28.0  51.0 

Trade and other receivables  2 244.1  1 981.8 

Current income tax  10.2  7.9 

Cash and cash equivalents  1 128.8  430.8 

Assets of disposal group classified as held for sale  –  20.0 

Total assets  14 541.1  12 972.3 

Equity and liabilities

Capital and reserves attributable to owners of the parent  8 379.7  8 027.2 

Share capital  23.3  23.3 

Share premium  2 538.0  2 554.3 

Treasury shares  (1 186.4)  (1 186.4)

Other reserves  188.9  213.1 

Retained earnings  6 815.9  6 422.9 

Non-controlling interest  35.3  25.0 

Total equity  8 415.0  8 052.2 

Non-current liabilities  2 396.2  1 645.3 

Borrowings

 BBBEE equity transaction third-party finance  –  433.1 

 Syndicated and other  1 405.1  265.6 

Provisions for other liabilities and charges  112.2  112.4 

Share-based payment liability  112.8  159.8 

Deferred income tax  766.1  674.4 

Current liabilities  3 729.9  3 274.8 

Trade and other payables  3 018.5  2 388.9 

Current income tax  15.2  24.7 

Derivative financial instruments  32.8  2.6 

Borrowings

 BBBEE equity transaction third-party finance  451.5  33.7 

 Syndicated and other  165.5  777.5 

Loan from joint venture  21.0  14.5 

Dividends payable  1.6  0.6 

Share-based payment liability  23.8  32.3 

Total equity and liabilities  14 541.1  12 972.3
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GROUP STATEMENT OF CHANGES IN EQUITY

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

 AUDITED 

 YEAR ENDED

30 SEPTEMBER 

2017

 R’m

Share capital, share premium and treasury shares  1 374.9  1 391.2 

Opening balance  1 391.2  1 241.7 

Movement in treasury shares  –  1.4 

Ordinary shares issued – share appreciation rights  51.5  148.2 

Ordinary shares bought back and cancelled  (67.8)  – 

Employee share scheme – repurchase of shares  –  (0.1)

Other reserves  188.9  213.1 

Opening balance  213.1  253.3 

Equity compensation reserve transactions  26.6  23.4 

Ordinary shares issued – share appreciation rights  (51.5)  (148.1)

Deferred income tax on share-based payments  (15.4)  (57.6)

Share of other comprehensive income of investments accounted for applying  

the equity method  7.4  16.0 

Other comprehensive income for the year  8.7  126.1 

Retained earnings  6 815.9  6 422.9 

Opening balance  6 422.9  6 372.3 

Profit for the year  1 072.6  726.1 

Other comprehensive income for the year  2.2  1.6 

Dividends paid  (681.4)  (678.5)

Management share incentive scheme – disposal of shares  –  1.7 

Transaction cost on shares bought back – transfer tax on share transactions  (0.4)  (0.3)

Non-controlling interest  35.3  25.0 

Opening balance  25.0  – 

Profit for the year  4.5  0.1 

Share of other comprehensive income  5.8  1.2 

Non-controlling interest acquired – business combination  –  23.7 

Total equity  8 415.0  8 052.2 

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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GROUP STATEMENT OF CASH FLOWS

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

 AUDITED 

 YEAR ENDED

30 SEPTEMBER 

2017

 R’m

Net cash profit from operating activities  2 072.5  1 661.4 

Cash effect from hedging activities  2.1  165.8 

Working capital changes  281.1  751.7 

Net cash generated from operations  2 355.7  2 578.9 

Settlement of share-based payment liability  (26.3)  (69.2)

Cash effect of forward purchase contracts related to share-based payments  25.5  41.8 

Settlement of accrual for forward purchase contracts on own equity  –  (493.3)

Income tax paid  (364.4)  (288.1)

Net cash flow from operating activities  1 990.5  1 770.1 

Net cash flow from investment activities  (866.6)  (957.5)

Property, plant and equipment and intangible assets

– additions  (297.9)  (612.4)

– replacements  (328.4)  (347.5)

– proceeds on disposal  106.6  71.4 

Business combinations  (511.4)  (8.7)

Proceeds on disposal of and changes in available-for-sale financial assets and loans  79.3  18.8 

Proceeds on disposal of joint venture  –  5.8 

Investment in joint venture  (15.0)  – 

Investment in associate  –  (191.5)

Interest received  16.1  18.7 

Dividends received  11.4  3.2 

Dividends received from joint ventures  52.1  84.7 

Dividends received from associate  20.6  – 

Net cash flow from financing activities  (395.8)  (932.7)

Proceeds from borrowings – new syndicated and other borrowings  1 207.0  – 

Repayment of syndicated bullet loans  (600.0)  – 

Repayments of other borrowings  (61.7)  (52.7)

Ordinary shares bought back  (67.8)  – 

Other share scheme transactions  (3.7)  (0.9)

Interest paid  (189.2)  (200.6)

Dividends paid  (680.4)  (678.5)

Effect of exchange rate changes on cash and cash equivalents  3.0  0.9 

Net cash, cash equivalents and bank overdrafts at beginning of year  302.4  421.6 

Net cash, cash equivalents and bank overdrafts at end of year  1 033.5  302.4 

Disclosed as:

 Cash and cash equivalents  1 128.8  430.8 

 Bank overdrafts (included in current borrowings)  (95.3)  (128.4)

 1 033.5  302.4 
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GROUP SEGMENT REPORT

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

 AUDITED 

 YEAR ENDED

30 SEPTEMBER 

2017

 R’m

Segment revenue 

Essential Foods  11 859.3  12 469.8 

Groceries  5 119.6  4 402.7 

International  3 173.0  2 702.5 

Total  20 151.9  19 575.0 

Segment results 

Essential Foods  915.3  800.2 

Groceries  419.3  357.0 

International  285.0  121.5 

Other  (17.1)  (2.0)

 1 602.5  1 276.7 

Once-off merger and acquisition costs  –  (17.6)

Phase I BBBEE transaction share-based payment and related hedge charge  (30.1)  (102.9)

Operating profit before items of a capital nature  1 572.4  1 156.2 

Reconciliation of operating profit (before items of a capital nature) to profit 

before income tax

Operating profit before items of a capital nature  1 572.4  1 156.2 

Adjusted for:

 Remeasurement of items of a capital nature  73.2  (57.0)

 Interest income  16.6  19.1 

 Dividends received  11.4  3.2 

 Finance costs  (197.5)  (196.8)

  Share of profit of investments accounted for applying the equity method  –  60.3 

Profit before income tax  1 476.1  985.0

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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NOTES TO THE SUMMARY CONSOLIDATED 
FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 SEPTEMBER 2018

1. Basis of preparation

  The summary consolidated financial statements of the Group for the year ended 30 September 2018 have been prepared 

in accordance with the requirements of the JSE Ltd (“JSE”) for summary financial statements, and the requirements of the 

Companies Act of South Africa, Act 71 of 2008, as amended, applicable to summary financial statements. The JSE requires 

summary financial statements to be prepared in accordance with the framework concepts and the measurement and recognition 

requirements of International Financial Reporting Standards (“IFRS”), the SAICA Financial Reporting Guides as issued by the 

Accounting Practices Committee, the Financial Pronouncements as issued by the Financial Reporting Standards Council and also, 

as a minimum, to contain the information required by IAS 34 – Interim Financial Reporting.

  The directors take full responsibility for the preparation of the summary consolidated financial statements and that the financial 

information has been correctly extracted from the underlying financial records.

2. Accounting policies 

  The accounting policies applied in the preparation of the consolidated financial statements from which the summary consolidated 

financial statements were derived, are in terms of IFRS and are consistent with those accounting policies applied in the preparation 

of the previous consolidated annual financial statements.

  In preparing these summary consolidated financial statements, the significant judgements made by management in applying the 

Group’s accounting policies and the key sources of estimation uncertainty were the same as those that applied to the consolidated 

financial statements for the year ended 30 September 2017.
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 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

 AUDITED 

 YEAR ENDED

30 SEPTEMBER 

2017

3. Share capital
During the period under review, the following share transactions occurred:

Number of listed issued and fully paid ordinary shares

 At beginning of year 233 379 445 232 472 909

  Shares issued in terms of employee share appreciation rights scheme 423 880 906 536

 Shares bought back and cancelled (626 258) –

 At end of year 233 177 067 233 379 445

  423,880 (30 September 2017: 906,536) listed ordinary shares of 10 cents 

each were issued at an average of R121.54 (30 September 2017: R163.49) 

per share in terms of the share appreciation rights scheme.

  626,258 (30 September 2017: Nil) listed ordinary shares of 10 cents each were 

repurchased at an average of R108.34 (30 September 2017: Rnil) per share.

  Purchase consideration paid for ordinary shares bought back (R’000) 67 846 –

Number of treasury shares held by the share incentive trust

 At beginning of year – 47 620

 Movement in shares – (47 620)

 At end of year – –

  Proceeds on the sale of treasury shares by the share incentive trust (R’000) – 3 193

Number of treasury shares held by BBBEE transaction participants

 At beginning and end of year 18 091 661 18 091 661

Number of treasury shares held by Pioneer Foods Broad-Based BEE Trust

 At beginning and end of year 10 745 350 10 745 350

Number of treasury shares held by a subsidiary

 At beginning and end of year 17 982 056 17 982 056

Number of unlisted class A ordinary shares

 At beginning of year 3 174 920 3 707 830

 Shares bought back and cancelled (296 240) (532 910)

 At end of year 2 878 680 3 174 920

  Purchase consideration paid for unlisted class A ordinary shares bought 

back (R’000) 26 316 69 235

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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4. Borrowings

  The Group’s syndicated financing facilities matured in September 2018 and new syndicated facility agreements were entered 

into. These agreements allow for bullet term facilities with three and five year terms of R500 million each, as well as a three 

year revolving credit facility of R250 million and a three year term bullet facility of GBP10 million. General working capital facilities 

amounting to a base of R1 billion, and a seasonal increase for a part of a year of a further R600 million, were obtained. Five year 

structured trade and headroom facilities (both for R500 million) were also entered into. 

  These borrowings were obtained to refinance existing borrowings (including the matured R600 million bullet loan), to fund working 

capital and to fund expansions at Group legal entities.

  The syndicated facilities are secured by pledges over inventory and trade receivables of Pioneer Foods (Pty) Ltd, Pioneer Foods 

Groceries (Pty) Ltd and Ceres Fruit Juices (Pty) Ltd. Bank accounts of these entities were also ceded in favour of the security SPV. 

Bonds and notarial bonds are also registered over specific immovable properties and specific movable assets of these entities.

  Foods Concepts Pioneer Ltd entered into a new six year funding arrangement amounting to NGN570 million with the Bank of 

Industry Ltd in Nigeria. Monthly repayments will only commence after the first year. The funding acquired will be used to finance 

the construction of a new bakery plant in Lagos. This loan is secured by a bank guarantee from First City Monument Bank PLC. The 

bakery equipment to be acquired will be encumbered up to an amount of NGN570 million.

  No other material new borrowings were concluded during the period under review. Other changes in borrowings mainly reflect 

repayments made in terms of agreements. Short-term borrowings fluctuate in accordance with changing working capital needs.

5. Events after the reporting date

5.1 DIVIDEND
  The Board approved and declared a gross final dividend of 260.0 cents for the financial year ended 30 September 2018 (2018: gross 

interim dividend of 105.0 cents and 2017: gross final dividend of 260.0 cents) per ordinary share. This will amount to approximately 

R578,322,464 (2018: interim of R234,130,426 and 2017: final of R578,915,990) depending on the exact number of ordinary shares 

in issue at the record date. In addition, the 10,745,350 Pioneer Foods shares issued to the Pioneer Foods Broad-Based BEE Trust 

will receive 20% of the dividend payable, i.e. 52.0 cents (2018: gross interim of 21.0 cents and 2017: gross final dividend of 

52.0 cents) per share, amounting to R5,587,582 (2018: interim of R2,256,524 and 2017: final of R5,587,582).

  The Board approved a gross final dividend of 78.0 cents for the financial year ended 30 September 2018 (2018: gross interim 

dividend of 31.5 cents and 2017: gross final dividend of 78.0 cents) per class A ordinary share, being 30% of the dividend payable to 

the other class ordinary shareholders in terms of the rules of the relevant employee scheme. This will amount to approximately 

R2,245,370 (2018: interim of R927,577 and 2017: final of R2,373,462) depending on the exact number of class A ordinary shares 

in issue at the record date.

  Additional information disclosed:

  These dividends are declared from income reserves and qualify as a dividend as defined in the Income Tax Act, Act 58 of 1962.

  Dividends will be paid net of dividends tax of 20%, to be withheld and paid to the South African Revenue Service by the Company. 

Such tax must be withheld unless beneficial owners of the dividend have provided the necessary documentary proof to the 

relevant regulated intermediary that they are exempt therefrom, or entitled to a reduced rate as result of the double taxation 

agreement between South Africa and the country of domicile of such owner.

  The net dividend amounts to 208.0 cents per ordinary share and 62.4 cents per class A ordinary share for shareholders liable to pay 

dividends tax. The dividend amounts to 260.0 cents per ordinary share and 78.0 cents per class A ordinary share for shareholders 

exempt from paying dividends tax. 

  The number of issued ordinary shares and issued class A ordinary shares is 233,177,067 and 2,859,360 respectively, as at the date 

of this declaration.
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5. Events after the reporting date continued

5.2 OTHER MATERIAL EVENTS
  There have been no other material events requiring disclosure after the reporting date and up to the date of approval of the 

summary consolidated financial statements by the Board.

6. Contingent liabilities – Guarantees

  The Group had guarantees in issue of R30.9 million (30 September 2017: R28.8 million) as at 30 September 2018, primarily for 

loans by third parties to contracted suppliers.

  As part of the funding provided by Rand Merchant Bank, a division of FirstRand Bank Ltd (“RMB”), to BEE Investors in terms 

of the BBBEE equity transaction concluded during 2012, Pioneer Foods (Pty) Ltd provided RMB with a guarantee amounting to 

R100 million.

 
 AUDITED

30 SEPTEMBER 

2018

R’m

 AUDITED 

30 SEPTEMBER 

2017

 R’m

7. Future capital commitments
Contractually committed

– For next financial year 156.7 218.9

Approved by the Board, but not contractually committed yet 1 068.3 943.7

– For next financial year 614.4 626.6

– For year following next financial year 453.9 317.1

Share of items of joint ventures and associate 56.7 43.4

1 281.7 1 206.0

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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8. Business combinations

8.1 THE GOOD CARB FOOD COMPANY LTD
  During the year under review the Group acquired a 100% interest in The Good Carb Food Company Ltd (UK). 

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

The Good Carb Food Company Ltd (UK) – 100% (effective 11 December 2017)

Purchase consideration – settled in cash 283.3

 Reason for acquisition of interest

 The Group acquired 100% of the equity of this fast-growing breakfast cereal entity in the UK, which is in line with its international 

expansion strategy. This is a complementary bolt-on acquisition enlarging the Group’s footprint in the UK’s breakfast cereal market, 

providing access to a strong branded proposition in this space.

 Reason for goodwill recognised on acquisition

 The premium paid to acquire control resulted in the recognition of goodwill amounting to R99.5 million. This reflects the Group’s 

belief in the future growth prospects of this business, as well as those of the health and wellness category in the UK.

 The assets and liabilities acquired of this business can be summarised as follows:

 AUDITED

ACQUISITION

DATE

FAIR VALUE

R’m

Property, plant and equipment 0.1

Intangible assets – trademarks 189.4

Intangible assets – customer lists 17.5

Goodwill 99.5

Inventories 8.5

Trade and other receivables 11.9

Cash and cash equivalents 19.6

Trade and other payables (23.9)

Deferred income tax (39.3)

Purchase consideration – settled in cash 283.3

Cash and cash equivalents acquired (19.6)

263.7

The contribution of this business since acquisition

Revenue 116.9

Operating profit before finance cost and income tax 23.4

The pro forma contribution of this business assuming the acquisition was at the beginning 

of the year

Revenue 147.6

Operating profit before finance cost and income tax 29.6
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8. Business combinations continued

8.2 HEINZ FOODS SA PTY LTD 
  During the year under review the Group acquired the remaining 50.1% equity in Heinz Foods SA (Pty) Ltd. The name of the 

company was subsequently changed to Pioneer Foods Wellingtons (Pty) Ltd. 

 AUDITED

YEAR ENDED

30 SEPTEMBER 

2018

R’m

Pioneer Foods Wellingtons (Pty) Ltd – 50.1% (effective 1 June 2018)

Purchase consideration – settled in cash 50.0

Reason for acquisition of interest

The Group acquired the remaining equity in an existing joint venture. This change is an excellent opportunity for the Group to 

leverage its existing scale and platform in South Africa to grow the business in line with its expansion strategy.

The assets and liabilities acquired of this business can be summarised as follows:

AUDITED

ACQUISITION

DATE

FAIR VALUE

R’m

Property, plant and equipment 174.2

Intangible assets – trademarks 52.0

Inventories 91.5

Trade and other receivables 220.9

Cash and cash equivalents (16.0)

Trade and other payables (284.4)

Deferred income tax 36.5

Current income tax 6.8

Borrowings (148.9)

Loan joint venture (32.8)

Total identifiable net assets 99.8

Fair value adjustment of step-up from joint venture to subsidiary (13.4)

De-recognition of investment in joint venture (36.4)

Purchase consideration – settled in cash 50.0

Cash and cash equivalents acquired 16.0

Borrowings acquired 148.9

Loan joint venture acquired 32.8

247.7

The contribution of this business since acquisition

Revenue 196.6

Operating loss before finance cost and income tax (11.7)

The pro forma contribution of this business assuming the acquisition was at the 

beginning of the year

Revenue 589.7

Operating loss before finance cost and income tax (23.4)

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued



157

 
GROUP AT 
A GLANCE

 
LEADERSHIP  
MESSAGES

 
STRATEGIC 

FOCUS

 
OPERATIONAL 

REVIEW

CREATING 
SUSTAINABLE 

VALUE

 
CORPORATE 

GOVERNANCE

 
REMUNERATION 

REPORT

 
FINANCIAL 

STATEMENTS
ADMINISTRATION

PIONEER FOODS INTEGRATED REPORT 2018

9. Non-current assets held for sale 

  The assets related to the fish paste spreads business were presented as “assets of a disposal group classified as held for sale” 

in terms of IFRS 5 – Non-current Assets Held for Sale and Discontinued Operations at 30 September 2017, following the Board’s 

decision to dispose of this business. 

  During the current financial year the Board revoked its decision to dispose of the assets related to the fish paste spreads business 

and its intention is to recover the carrying amounts of the related assets through continuing use. The Group believes that value 

remains to be unlocked and is committed to implementing operating efficiencies. Consequently, the assets related to this business 

have not been presented as “assets of a disposal group classified as held for sale” in terms of IFRS 5 – Non-current Assets Held 

for Sale and Discontinued Operations at 30 September 2018.

10. Fair value measurement

  The information below analyses assets and liabilities that are carried at fair value at each reporting period, by level of hierarchy as 

required by IFRS 7 and IFRS 13.

AUDITED FAIR VALUE MEASUREMENTS

AT 30 SEPTEMBER 2018 USING:

Quoted prices

in active

markets for

identical assets

and liabilities

(Level 1)

R’m

Significant

other

observable

input

(Level 2)

R’m

Significant

unobservable

input

(Level 3)

R’m

Assets measured at fair value

Available-for-sale financial assets

– Listed securities 76.9 – –

– Unlisted securities – 1.0 –

Derivative financial instruments

– Foreign exchange contracts – 7.0 –

– Forward purchase contracts on own equity – 149.7 –

Liabilities measured at fair value

Derivative financial instruments

– Foreign exchange contracts – 31.4 –

– Embedded derivatives – 1.4 –
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10. Fair value measurement continued
AUDITED FAIR VALUE MEASUREMENTS 

AT 30 SEPTEMBER 2017 USING:

Quoted prices

in active

markets for

identical assets

and liabilities

(Level 1)

R’m

Significant

other

observable

input

(Level 2)

R’m

Significant

unobservable

input

(Level 3)

R’m

Assets measured at fair value

Available-for-sale financial assets

– Listed securities 136.7 – –

– Unlisted securities – 1.4 –

Derivative financial instruments

– Foreign exchange contracts – 22.1 –

– Forward purchase contracts on own equity – 231.3 –

– Embedded derivatives – 0.6 –

Assets of disposal group classified as held for sale – – 12.5

Liabilities measured at fair value

Derivative financial instruments

– Foreign exchange contracts – 2.6 –

  There have been no transfers between level one, two or three during the period, nor were there any significant changes to the 

valuation techniques and input used to determine fair values.

  FINANCIAL ASSETS AND LIABILITIES
  The fair values of financial instruments traded in active markets (such as publicly traded derivatives and available-for-sale securities) 

are based on quoted market prices at the reporting date. A market is regarded as active if quoted prices are readily and regularly 

available from an exchange, dealer, broker, industry group, pricing service, or regulatory agency, and those prices represent actual 

and regularly occurring market transactions on an arm’s length basis. The quoted market price used for financial assets held 

by the Group is the current bid price. The appropriate quoted market price for financial liabilities is the current ask price. These 

instruments are included in level 1. Instruments included in level 1 comprise primarily JSE-listed equity investments classified as 

available-for-sale.

  The fair values of financial instruments that are not traded in an active market are determined by using valuation techniques. These 

valuation techniques maximise the use of observable market data where it is available and rely as little as possible on entity-specific 

estimates. If all significant inputs required to fair value an instrument were observable, the instrument is included in level 2.

  The fair values of the forward purchase contracts on own equity are determined at each reporting date and any changes in the 

values are recognised in profit or loss. The fair values of the forward purchase contracts have been determined by an independent 

external professional financial instruments specialist by using a discounted cash flow model. The inputs to this valuation method 

include the risk free rate, dividend yield, contractual forward price and the spot price at the reporting date.

  The Group uses a variety of methods that makes assumptions that are based on market conditions existing at the reporting date. 

Quoted market prices or dealer quotes for similar instruments are used for long-term debt instruments. Other techniques, such 

as estimated discounted cash flows, are used to determine the fair value for the remaining financial instruments. The fair value of 

foreign exchange contracts is determined using quoted forward exchange rates at the reporting date.

SUMMARY CONSOLIDATED FINANCIAL STATEMENTS

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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10. Fair value measurement continued 

  FINANCIAL ASSETS AND LIABILITIES continued
  The carrying amounts of cash, trade and other receivables less provision for impairment, trade and other payables and short-term 

borrowings are assumed to approximate their fair values due to the short term until maturity of these assets and liabilities.

  The fair value of financial liabilities for disclosure purposes is estimated by discounting the future contractual cash flows at the 

current market interest rate that is available to the Group for similar financial instruments. The fair values of long-term investments 

and long-term borrowings are not materially different from the carrying amounts.

  ASSETS OF A DISPOSAL GROUP CLASSIFIED AS HELD FOR SALE
  The assets related to the fish paste spreads business were presented as “assets of a disposal group classified as held for sale” in 

terms of IFRS 5 – Non-current Assets Held for Sale and Discontinued Operations for the year ended 30 September 2017. 

  During the current financial year the Board revoked its decision to dispose of the assets related to the fish paste spreads business 

and its intention is to recover the carrying amounts of the related assets through continuing use. The Group believes that value 

remains to be unlocked and is committed to implementing operating efficiencies. Consequently, the assets related to this business 

have not been presented as “assets of a disposal group classified as held for sale” in terms of IFRS 5 – Non-current Assets Held 

for Sale and Discontinued Operations at 30 September 2018. 

11. Preparation of financial statements

  These summary consolidated financial statements have been prepared under the supervision of F Lombard, CA(SA), CFO.

12. Audit 

  The external auditors, PricewaterhouseCoopers Inc., have audited the Group’s financial statements for the year ended 

30 September 2018, from which these summary consolidated financial statements have been extracted, and their unqualified 

auditor’s report is available for inspection at the registered office of the Company.

 The Group’s auditors have not reviewed nor reported on any of the comments relating to prospects.

13. Pro forma financial information

  Any pro forma financial information contained in this announcement have been prepared for illustrative purposes only, in order 

to provide shareholders with comparable results. Because of its nature, it may not fairly present the Group’s financial position, 

changes in equity, results of operations or cash flows.

  The pro forma financial information is provided in accordance with the JSE Listings Requirements and the Guide on Pro Forma 

Financial Information issued by SAICA and is the responsibility of the directors.

  An assurance report (in terms of ISAE 3420: Assurance Engagement to Report on Compilation of Pro Forma Financial Information) 

has been issued by the Group auditors in respect of the pro forma financial information included in this announcement. The assurance 

report is available for inspection at the registered offices of the Company and well be included in the Integrated Report 2018.
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DIRECTORS’ INTEREST IN SHARES

As at 30 September 2018 the aggregate of the direct and beneficial interest of directors was 0.39% (2017: 0.23%) of the issued share capital 

of the Company. Indirect interest through listed public companies has not been taken into account. Individual directors’ interest in the issued 

share capital of the Company is reflected below. Since the end of the financial year and the date of the annual financial statements there 

were no changes in the interest of directors.

The direct and indirect interests of the directors in the issued share capital of the Company are reflected in the table below:

NUMBER OF SHARES# % OF 

ISSUED 

ORDINARY 

SHARE CAPITALDIRECT INDIRECT* TOTAL

30 September 2018

TA Carstens (1 October 2017)** 363 688 – 363 688 0.15

F Lombard 83 947 11 208 95 155 0.04

ZL Combi – 172 295 172 295 0.07

Prof ASM Karaan – 86 147 86 147 0.04

NS Mjoli-Mncube – 86 147 86 147 0.04

G Pretorius – 30 000 30 000 0.01

AH Sangqu – 86 147 86 147 0.04

447 635 471 944 919 579 0.39

30 September 2017

PM Roux (30 September 2017)*** 8 800 – 8 800 –

F Lombard (1 July 2017)** 62 576 11 208 73 784 0.03

ZL Combi – 172 295 172 295 0.07

Prof ASM Karaan – 86 147 86 147 0.04

NS Mjoli-Mncube – 86 147 86 147 0.04

G Pretorius – 30 000 30 000 0.01

AH Sangqu – 86 147 86 147 0.04

71 376 471 944 543 320 0.23

Notes:
#  There has been no change in the directors’ interest in shares from the end of the financial year to the date of the approval of the annual financial statements.

* Include shares issued during a previous year to SPVs, wholly owned by BEE directors, in terms of the Phase II BBBEE equity transaction.

** Appointed as director.

*** Retired as director.
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SHARE CAPITAL

AUDITED

YEAR ENDED 

30 SEPTEMBER 

2018

AUDITED

YEAR ENDED

30 SEPTEMBER

2017

 R’000  R’000

Authorised – ordinary shares of 10 cents each

400,000,000 (2017: 400,000,000) ordinary shares 40 000 40 000

Authorised – class A ordinary shares of 10 cents each

18,130,000 (2017: 18,130,000) class A ordinary shares 1 813 1 813

Total issued and fully paid – ordinary shares of 10 cents each

At beginning of year: 233,379,445 (2017: 232,472,909) ordinary shares 23 340 23 249

Issued to management in terms of share appreciation rights scheme: 423,880 

(2017: 906,536) ordinary shares 42 91

Shares bought back and cancelled: 626,258 (2017: Nil) ordinary shares (63) –

At end of year: 233,177,067 (2017: 233,379,445) ordinary shares 23 319 23 340

Shares issued in terms of share appreciation rights scheme

During the year, the Company issued 423,880 (2017: 906,536) ordinary shares of 10 cents 

each at an average of R121.54 (2017: R163.49) per share in terms of the share appreciation 

rights scheme.

Shares issued in terms of the BBBEE equity transaction

During 2012, the Company issued 28,691,649 shares to the value of R1,000,347,998 

to special purpose vehicles (“SPVs”) that were formed in terms of a BBBEE equity 

transaction. In terms of the transaction 17,488,631 ordinary shares were issued to strategic 

BEE partners at a subscription price of R55.14 per share and 603,030 ordinary shares to 

current and former black directors of the Company at a subscription price of R58.04 per 

share. A further 10,599,988 shares were issued to the Pioneer Foods Broad-Based BEE 

Trust (“BEE Trust”) at a subscription price of R0.10 per share. The BEE Trust also acquired 

a further 145,362 listed ordinary shares in 2015.

These SPVs are consolidated as wholly owned subsidiaries in terms of IFRS and these 

issued shares of the Company are consequently treated as treasury shares of the Group. 

The BBBEE equity transaction was in accordance with the Company’s memorandum of 

incorporation and the Companies Act, Act 71 of 2008, as amended from time to time.

Shares bought back and cancelled

During the year, the Company bought back and cancelled 626,258 (2017: Nil) listed ordinary 

shares at R108.34 (2017: Rnil) per share.

Treasury shares of 10 cents each – nominal value

Treasury shares held by management share incentive trust

At beginning of year: Nil (2017: 47,620) ordinary shares – 5

Net treasury shares sold to participants: Nil (2017: 47,620) ordinary shares – (5)

At end of year: Nil (2017: Nil) ordinary shares – –
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AUDITED

YEAR ENDED 

30 SEPTEMBER 

2018

AUDITED

YEAR ENDED

30 SEPTEMBER

2017

 R’000  R’000

Treasury shares held by BBBEE equity transaction participants

At beginning and at end of year: 18,091,661 (2017: 18,091,661) ordinary shares 1 809 1 809

Treasury shares held by Pioneer Foods Broad-Based BEE Trust

At beginning and at end of year: 10,745,350 (2017: 10,745,350) ordinary shares 1 075 1 075

Treasury shares held by subsidiary

At beginning and at end of year: 17,982,056 (2017: 17,982,056) ordinary shares 1 798 1 798

Total treasury shares – nominal value

At beginning of year 4 682 4 687

Ordinary shares sold by management share incentive trust (at strike price) – (5)

At end of year 4 682 4 682

Net listed ordinary share capital – nominal value

Total issued and fully paid ordinary shares 23 319 23 340

Treasury shares held by BBBEE equity transaction participants (1 809) (1 809)

Treasury shares held by Pioneer Foods Broad-Based BEE Trust (1 075) (1 075)

Treasury shares held by subsidiary (1 798) (1 798)

18 637 18 658

The unissued ordinary shares in the Company, limited to 5% of the ordinary shares in issue 

at the last year-end date, are placed under the control of the directors until the next annual 

general meeting and they are authorised to issue any such shares as they may deem fit, 

subject to some restraints relating to the issue price.

Treasury shares – carrying amount

Consist of:

Treasury shares held by BBBEE equity transaction participants 999 288 999 288

Treasury shares held by Pioneer Foods Broad-Based BEE Trust 24 000 24 000

Treasury shares held by subsidiary 163 113 163 113

1 186 401 1 186 401

Issued and fully paid – unlisted class A ordinary shares of 10 cents each held by 

employee share scheme trust

At beginning of year: 3,174,920 (2017: 3,707,830) class A ordinary shares 318 371

Bought back and cancelled: 296,240 (2017: 532,910) class A ordinary shares (30) (53)

At end of year: 2,878,680 (2017: 3,174,920) class A ordinary shares 288 318

Class A ordinary shares are not listed on the JSE. These shares have full voting rights, similar to those of ordinary shares.

SHARE CAPITAL continued
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To the directors of Pioneer Food Group Ltd

INTRODUCTION
Pioneer Food Group Ltd (the “Company”) is presenting adjusted headline earnings to indicate the impact on the financial results of abnormal 

and non-recurring transactions.

These adjusted measures consist of:

• Adjusted operating profit (before items of a capital nature)

• Adjusted headline earnings

• Adjusted headline earnings per share

We have completed our assurance engagement to report on the compilation of the pro forma financial information of Pioneer Food Group Ltd 

by the directors. The pro forma financial information is set out in the SENS announcement, Summary Financial Statements, Notice and Proxy 

to the Annual General Meeting and the Integrated Report (the “2018 Financial Reports”). The applicable criteria on the basis of which the 

directors have compiled the pro forma financial information are specified in the JSE Limited (JSE) Listings Requirements and described in 

the 2018 Financial Reports.

The pro forma financial information has been compiled by the directors to illustrate the adjustments made to headline earnings per share 

as well as operating profit. As part of this process, information about the Company’s financial position and financial performance has been 

extracted by the directors from the Company’s financial statements for the year ended 30 September 2018, on which an audit report has 

been published. 

DIRECTORS' RESPONSIBILITY
The directors of the Company are responsible for compiling the pro forma financial information on the basis of the applicable criteria specified 

in the JSE Listings Requirements and described in the 2018 Financial Reports. 

OUR INDEPENDENCE AND QUALITY CONTROL
We have complied with the independence and other ethical requirements of the Code of Professional Conduct for Registered Auditors 

issued by the Independent Regulatory Board for Auditors (IRBA Code), which is founded on fundamental principles of integrity, objectivity, 

professional competence and due care, confidentiality and professional behaviour. The IRBA Code is consistent with the International Ethics 

Standards Board for Accountants Code of Ethics for Professional Accountants (Part A and B). 

The firm applies International Standard on Quality Control 1 and, accordingly, maintains a comprehensive system of quality control including 

documented policies and procedures regarding compliance with ethical requirements, professional standards and applicable legal and 

regulatory requirements.

INDEPENDENT AUDITOR’S REPORT ON THE ASSURANCE 
ENGAGEMENT ON THE COMPILATION OF PRO FORMA 
FINANCIAL INFORMATION BY PIONEER FOOD GROUP LTD
FOR THE YEAR ENDED 30 SEPTEMBER 2018
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REPORTING ACCOUNTANT’S RESPONSIBILITY
Our responsibility is to express an opinion about whether the pro forma financial information has been compiled, in all material respects, by 

the directors on the basis of the applicable criteria specified in the JSE Listings Requirements and described in the 2018 Financial Reports 

based on our procedures performed. 

We conducted our engagement in accordance with the International Standard on Assurance Engagements (ISAE) 3420, Assurance 

Engagements to Report on the Compilation of Pro Forma Financial Information Included in a Prospectus issued by the International 

Auditing and Assurance Standards Board. This standard requires that we plan and perform our procedures to obtain reasonable assurance 

about whether the pro forma financial information has been compiled, in all material respects, on the basis specified in the JSE Listings 

Requirements. 

For purposes of this engagement, we are not responsible for updating or reissuing any reports or opinions on any historical financial 

information used in compiling the pro forma financial information, nor have we, in the course of this engagement, performed an audit or 

review of the financial information used in compiling the pro forma financial information. 

The purpose of pro forma financial information is solely to illustrate the impact on the financial results of abnormal or non-recurring transactions. 

Accordingly, we do not provide any assurance that the actual outcome of the event or transaction would have been as presented.

A reasonable assurance engagement to report on whether the pro forma financial information has been compiled, in all material respects, 

on the basis of the applicable criteria involves performing procedures to assess whether the applicable criteria used by the directors in the 

compilation of the pro forma financial information provide a reasonable basis for presenting the significant effects directly attributable to the 

event or transaction, and to obtain sufficient appropriate evidence about whether: 

• The related pro forma adjustments give appropriate effect to those criteria; and 

• The pro forma financial information reflects the proper application of those adjustments to the unadjusted financial information.

The procedures selected depend on our judgment, having regard to our understanding of the nature of the Company, the event or transaction 

in respect of which the pro forma financial information has been compiled, and other relevant engagement circumstances.

Our engagement also involves evaluating the overall presentation of the pro forma financial information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis for our opinion.

OPINION
In our opinion, the pro forma financial information has been compiled, in all material respects, on the basis of the applicable criteria specified 

by the JSE Listings Requirements and described in the 2018 Financial Reports.

PricewaterhouseCoopers Inc. 

Director: D Adriaans

Registered Auditor 

Stellenbosch

3 December 2018

INDEPENDENT AUDITOR’S REPORT ON THE ASSURANCE ENGAGEMENT ON THE COMPILATION  

OF PRO FORMA FINANCIAL INFORMATION BY PIONEER FOOD GROUP LTD

FOR THE YEAR ENDED 30 SEPTEMBER 2018 continued
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166 Shareholder information

168 Acronyms and Glossary

170 Definitions

171 Corporate information

“SAFARI, THE NUMBER 1 DRIED 
FRUIT AND NUT BRAND*, HAS BEEN 
BRINGING NATURE’S TASTY SNACKS 
TO SOUTH AFRICA SINCE 1908.”

With a wide range of dried fruit, nuts and bars, SAFARI 

satisfies all your snacking, baking and cooking needs. Our 

range of Tree Fruit includes peaches, prunes, pears, mango 

and more – delicious as is or when used as ingredients in 

our snack mixes and bars. 

We source Vine Fruits from farmers in the Northern 

Cape and our expertise in processing allows us to deliver 

consistently high quality fruit that add sweetness and 

fruity flavours when baking, whether to Bulk Customers 

or Consumers. 

Looking for something crunchy? Our range of choice grade 

SAFARI nuts offers something for everyone – whether it’s 

peanuts for snacking, flaked almonds for baking or mixed 

nuts to share with friends.

Today’s consumers are looking for convenient, tasty and 

better-for-you snacks. And that’s where SAFARI shines. 

Naturally high in fibre, high in energy and packed full of 

taste, SAFARI is perfect for school breaks, lunch boxes, 

mid afternoon munchies – in fact, any time is a great time 

to enjoy SAFARI dried fruit and nuts.

* Nielsen, Trade Desk, 12mm Sept 2018 
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SHAREHOLDER INFORMATION

CATEGORY

NUMBER OF 

ORDINARY

 SHAREHOLDERS

% OF

 SHAREHOLDERS

NUMBER OF 

ORDINARY 

SHARES

% OF TOTAL 

ORDINARY 

SHARES

Shareholder spread

Ordinary shares
Individuals 6 326 72.9 18 544 845 8.0

Nominees and trusts 1 181 13.6 12 229 303 5.2

Investment companies and corporate bodies 1 170 13.5 202 402 919 86.8

8 677 100.0 233 177 067 100.0

Non-public/public shareholders

Pursuant to the JSE Listings Requirements and to the best 

knowledge of the directors, after reasonable enquiry, the 

spread of shareholders at 30 September 2018, is as follows:

Analysis of shareholding – ordinary shares

Public shareholding

Major shareholders

Government Employees Pension Fund 1 – 18 524 652 7.9

Dipeo Capital (RF) (Pty) Ltd (note 1) 1 – 9 326 640 4.0

Other shareholders 8 665 99.9 117 428 002 50.4

Non-public shareholding

Major shareholders

Zeder Investments Ltd (note 1) 1 – 58 250 788 25.0

Pioneer Foods (Pty) Ltd 1 – 17 982 056 7.7

Other shareholders

Pioneer Foods Broad-Based BEE Trust 1 – 10 745 350 4.6

Directors 7 0.1 919 579 0.4

8 677 100.0 233 177 067 100.0

Distribution of ordinary shareholders

Number of shares

1 – 1 000 shares 5 576 64.3 1 677 198 0.7

1 001 – 10 000 shares 2 156 24.8 7 658 758 3.3

10 001 – 50 000 shares 636 7.3 14 701 495 6.3

50 001 – 100 000 shares 128 1.5 9 290 470 4.0

100 001 – 500 000 shares 139 1.6 31 337 913 13.4

500 001 shares and over 42 0.5 168 511 233 72.3

8 677 100.0 233 177 067 100.0

Note 1: And its wholly owned subsidiaries.
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ACRONYMS AND GLOSSARY continued

ACRONYMS AND GLOSSARY

B2B Business-to-Business

BBBEE Broad-Based Black Economic Empowerment

CGCSA Consumer Goods Council of South Africa

CSI Corporate Social Investment

DoH Department of Health

DRC Democratic Republic of Congo

dti Department of Trade and Industry

EDI Electronic Data Interchange

EPOS Electronic Point of Sale

ERP Enterprise Resource Planning

EU European Union

EWC Expropriation without Compensation

FAWU Food and Allied Workers’ Union

FCPL Food Concepts Pioneer Ltd

FLDP Foundational Leadership Development Programme

FMCG Fast Moving Consumer Goods

GBP British pound sterling, the official currency of the 

United Kingdom

GDP Gross Domestic Product

GMO Genetically Modified Organism

HCC Human Capital Committee

HPL Health Promotion Levy

ICT Information and Communication Technology

IDC Independent Distribution Contractor

IFRS International Financial Reporting Standards

IIRC International Integrated Reporting Council

IMS Integrated Management System

JSE Johannesburg Stock Exchange

King IV™ King IV Report on Corporate Governance™ 

for South Africa, 2016

KPI Key Performance Indicator

KZN KwaZulu-Natal

L&T Local and Traditional

LTI Long term Incentives

LTIFR Lost Time Injury Frequency Rate

M&A Mergers and Acquisitions

MANCO Management committee

MEP Manufacturing Excellence Programme

MLDP Marketing Leadership Development Programme

NED Non-executive director

NGO Non-governmental organisation

NSNP National School Nutrition Programme

OEE Overall Equipment Effectiveness

PFECT Pioneer Foods Education and Community Trust

PFLS Pioneer Foods Logistics Services

RSB Red Speckled Bean

SADC Southern African Development Community

SAP ERP Enterprise resource planning software developed 

by the German company SAP SE

SHE Safety, Health and Environment

SMDP Senior Management Development Programme

SSA sub-Saharan Africa

STI Short-term Incentive

UK United Kingdom

VAT Value Added Tax

ZAR the currency abbreviation for the South African rand

ACRONYMS
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GLOSSARY

Agriculture The cultivation of land and breeding of animals and plants to provide food and other products to 

sustain and enhance life.

Beverage A liquid intended for human consumption.

Capabilities The ability to perform or achieve certain actions or outcomes.

Climate change A change in the statistical distribution of weather patterns when that change lasts for an extended 

period of time.

Combined assurance The process of internal, and potentially external parties, working together and combining activities to 

reach the goal of communicating information to management.

Commodities A raw material or primary agricultural product that can be bought and sold, such as copper or coffee.

Condiment A substance such as salt, mustard, or pickle that is used to add flavour to food.

Diversity The state of having people who are different races or who have different cultures in a group 

or organisation.

Equity accounting A method of accounting used when the investor holds significant influence over the investee, 

but does not exercise full control over it, as in the relationship between a parent company and its 

subsidiary.

Employment equity To promote equal opportunities and fair treatment to all in the workplace by eliminating 

unfair discrimination.

Deflation Reduction of the general level of prices in an economy.

Hedging A risk management technique used to reduce any substantial losses or gains suffered by an 

individual or an organisation.

Infrastructure The basic physical and organisational structures and facilities (e.g. Buildings, roads, power supplies) 

needed for the operation of a society or enterprise.

Joint venture A strategic cooperation where two or more people and/or companies agree to contribute goods, 

services and/or capital to a common commercial enterprise.

Logistics The management of the flow of things between the point of origin and the point of consumption in 

order to meet requirements of customers or corporations.

Mitigate To make something less harmful, unpleasant, or bad.

Private label Products or services are typically those manufactured or provided by one company for offer under 

another company’s brand.

Procurement Procurement is the process of finding, agreeing terms, and acquiring goods, services, or works from 

an external source.

Remuneration Pay or other compensation provided in exchange for services performed.

Shareholder An individual or institution that legally owns one or more shares of stock in a public or private 

corporation.

Stakeholder A party that has an interest in a company and can either affect or be affected by the business.

Sustainable Able to be maintained at a certain rate or level.
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DEFINITIONS

Acid test ratio Ratio of current assets, less inventories and current biological assets, to current liabilities.

Cash profit interest cover Net cash profit from operating activities, plus dividends received (including from joint ventures and 

associates), divided by net interest.

Current ratio Ratio of current assets to current liabilities.

Dividend cover Headline earnings for the year adjusted for the annual IFRS 2 share-based payment charge on 

the Phase I BBBEE transaction and, for 2016, 2017 and 2018, the impact of the Phase I BBBEE equity 

transaction hedge and, for 2017 only, once-off merger and acquisition costs, divided by total dividends 

declared (including dividends on class A ordinary shares), excluding the dividend on treasury shares 

held by a Group subsidiary.

Dividend yield Dividend per ordinary share divided by the market price per ordinary share at year-end.

Earnings yield Earnings per ordinary share divided by the market price per ordinary share at year-end.

Effective tax rate Income tax expense included in profit or loss as a percentage of profit before income tax.

Headline earnings yield Headline earnings per ordinary share divided by the market price per ordinary share at year-end.

Impact of Phase I BBBEE 

transaction

Annual cash-settled IFRS 2 share-based payment charge on class A ordinary shares issued to 

employees in terms of a broad-based employee share scheme.

Market capitalisation Market price per ordinary share at year-end multiplied by the total number of issued ordinary shares.

Net assets per employee Capital and reserves attributable to owners of the parent divided by permanent employees at year-end.

Net asset value per share Capital and reserves attributable to owners of the parent divided by the total number of issued ordinary 

shares, excluding treasury shares held by a subsidiary, treasury shares held by the share incentive 

trust, treasury shares held by the participants in the BBBEE equity transaction and treasury shares held 

by the Pioneer Foods Broad-Based BEE Trust.

Net debt to equity ratio Borrowings, net of cash and cash equivalents, as a percentage of capital and reserves attributable to 

owners of the parent.

Net interest cover Operating profit, before items of a capital nature, plus dividends received, divided by net interest.

Operating profit margin Operating profit, before items of a capital nature, as a percentage of revenue.

Ordinary share(s) For the purposes of all these definitions, ordinary share(s) excludes class A ordinary shares.

Price earnings ratio Market price per ordinary share at year-end in relation to headline earnings per ordinary share.

Return on average 

net assets 

Operating profit, before items of a capital nature, as a percentage of total assets, excluding 

investments in and loans to joint ventures, investments in and loans to associates, available-for-

sale financial assets, non-current trade and other receivables, cash and cash equivalents, current 

income tax assets and deferred income tax assets, reduced by trade and other payables, provisions for 

other liabilities and charges, derivative financial instruments, accrual for forward purchase contracts 

on own equity and share-based payment liabilities. The average is based on the carrying values as at 

the beginning and end of the year.

Return on average 

shareholders’ funds

Headline earnings as a percentage of average capital and reserves attributable to owners of the parent, 

as determined at the beginning and end of the year.

Revenue per employee Revenue divided by permanent employees at year-end.

Revenue to net asset cover Revenue divided by net assets.
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PIONEER FOODS INTEGRATED REPORT 2018

AUDITORS
PricewaterhouseCoopers Inc.

(Registration number: 1998/012055/21)

PricewaterhouseCoopers Building

Capital Place

15 – 21 Neutron Avenue, Techno Park

Stellenbosch, 7600

BANKERS
The Standard Bank of South Africa Ltd

Absa Bank Ltd

Nedbank Ltd

FirstRand Bank Ltd

Old Mutual Specialised Finance (Pty) Ltd

SPONSOR
PSG Capital (Pty) Ltd

(Registration number: 2006/015817/07)

1st Floor, Ou Kollege, 35 Kerk Street, Stellenbosch, 7600

PO Box 7403, Stellenbosch, 7599

Tel: +27 21 887 9602

Fax: +27 21 887 9624

HOLDING COMPANY
Pioneer Food Group Ltd

Registration number: 1996/017676/06

JSE Securities Exchange Code: PFG

JSE Securities Exchange Sector: Food & Beverage

COUNTRY OF INCORPORATION
South Africa

DATE OF INCORPORATION
11 December 1996

ISIN CODE
ZAE000118279

COMPANY SECRETARY AND REGISTERED OFFICE
Jay-Ann Jacobs

Glacier Place, 1 Sportica Crescent

Tyger Valley, 7530, South Africa

Tel: +27 21 974 4000

Fax: +27 86 407 0044

E-mail: Jay-Ann.Jacobs@pioneerfoods.co.za

E-mail: info@pioneerfoods.co.za

TRANSFER SECRETARY
Computershare Investor Services (Pty) Ltd

Rosebank Towers, 15 Biermann Avenue, Rosebank, 2196

PO Box 61051, Marshalltown, 2107

Tel: +27 11 370 5000

Fax: +27 11 688 5209

CORPORATE INFORMATION

Financial calendar

Financial year-end 30 September

Annual general meeting 15 February 2019

REPORTS
Interim report for the six months ended 31 March 2019 May 2019

Announcement of results for the year ended 30 September 2019 November 2019

Integrated report for the year ended 30 September 2019 December 2019

DIVIDENDS
Interim – Announcement May 2019 

   – Payment July 2019 

Final  – Announcement November 2019 

   – Payment February 2020 
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