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LETTER TO STAKEHOLDERS
Dear Stakeholders
The directors have pleasure in presenting the 2019 Invicta
Integrated Report. As the governing body we reaffirm our
commitment to promote an ethical culture, to produce
good performance and to ensure effective controls, thereby
rewarding all stakeholders.
The past few years have been extremely challenging. South
Africa has been caught in an economic downswing for over
five years and management has worked hard at keeping the
Group on track. The historic matters which have distracted
the Group from operations, such as the tax dispute with
SARS, have been dealt with during the past year, which
enables the Group to enter the new year with a solid base
and good management. I am confident that Invicta has the
resources and ability to resume its traditional growth record.
Dr Christo Wiese
Chairman
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About our report
Scope and materiality
The Integrated Annual Report for the financial year 1 April 2018 to
31 March 2019 (“FY 2019”) is aimed to provide stakeholders a view
of the most material of the Group’s operations, performance and
material changes during the financial year, as well as the external
factors that have affected the Group. The report further aims to
provide a perspective of the various factors that may materially
affect the Group’s future performance in the short- to mediumterm (one to three years), and medium- to long-term (three to five
years). In determining what is material we have been guided by
the information as illustrated below, based on revenue.

To keep the Integrated Annual Report as concise and relevant as
possible, more detailed information is presented in the following
supplements, all of which are available on our website:

(IFRS), as applicable. Caution has been applied when disclosing
confidential information or information that may be used by
competitors to the Group’s detriment.

a)

The Audited Annual Consolidated Financial Statements (“AFS”)

b)

The Social and Governance Report Supplement

We’ve further been guided by the International Integrated
Reporting Framework and the King IV Report on Corporate
Governance for South Africa, 2016™ (“King IV”). An index of our
application of the King IV principles can be found in The Social
and Governance Report.

c)	The Audited Summarised Consolidated Annual Financial
Statements booklet, incorporating the Notice of Annual
General Meeting and Proxy Form

The six capitals
Our report is written with a focus on the six capitals

Financial capital

Materiality by segment

ESG
52%

Manufactured capital

CEG
48%

Board approval and responsibility
As the Board of Invicta Holdings we acknowledge our
responsibility for the integrity of the information presented in
this Integrated Annual Report and its supplements and confirm
that we have applied our collective mind to the preparation
and presentation.
Signed on behalf of the board of directors by the
Chairman, Dr Christo Wiese and the Chief Executive Officer,
Arnold Goldstone.

Natural capital
Materiality by industry

Mining
17%

Construction
16%

Automotive
8%

General
trading
24%

Social and relationship capital

FOCUS AREAS

Manufacturing
and industry
12%

Agriculture and
forestry
23%

Intellectual capital

Human capital
Materiality by region

Standards and assurance
South Africa
76%

2

Asia
18%

Other
6%

In preparing this report and its supplements, we’ve received
assurance from management throughout the Group, as well as
our internal audit function and our external auditors. We have
applied the requirements of South African Law, the JSE Listings
Requirements and International Financial Reporting Standards

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019

Dr Christo Wiese

Arnold Goldstone

Chairman
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Operating profit before
interest on financing transactions
and foreign exchange movements (Rm)

Revenue (Rm)

PROFIT BEFORE TAX

Risks and Opportunities

NAV PER SHARE
10 460

↓ 15%

↓ 7%

to R614 million

to 4 085 cents

9 632

8 799
55 190
190

4 905

4 410

10 450

9 994*

1 051
905*

953
44 953

783

5 166

699

611

34

479

296

372

TNAV PER SHARE

SHARE PRICE AT 31 MARCH 2019

↓ 9%

R27.78

to 3 417 cents

32% discount to NAV
19% discount to TNAV

5 270

4 389

4 727

5 041

2015

2016

2017

2018

First half

5 284

2019

Second half

Mar 2016

*Re-presented

Profit attributable to ordinary shareholders

% Change

1 144

1 019

1 103

83 538

134 555

(10 377)

–

870

Net profit on disposal of property, plant and
equipment

(7 286)

(13 335)

Taxation on disposal of property, plant and
equipment

1 786

Profit on disposal of investment
Taxation on disposal of investment
Impairment of investment in associate
Profit on disposal of other assets

10,0%

3 239

403

Once off

612
42 496

Mar 2019
*Re-presented

10,1%

31

74

2016

2017

2018

Mar 2015

Mar 2016

Ordinary S/h

EBITDA (R’m)

400

383

393

2019

429

82

510

8,3%

589

150

-2

2015

-3

Mar 2017

Minority S/h

200

83
11
84
21 135
84
Mar 2018

MAr2018

Pref S/h

Once off

Specific taxation expense

(2 270)

(24 440)

–

8 202

2 849

–

–

(326)

Taxation on disposal of other assets

–

91

Impairment of goodwill

–

4 767

Headline earnings from continuing operations

119 257

61 736

Headline earnings

119 257

61 736

*

11,0%

Mar 2018

Second half

13,0%

Adjustments for:
Gain from bargain purchase price recognised

Mar 2017

First half

691
69
70

1 483

2018*

2019

426

Attributable earnings (Rm)

EBITDA (%)

R’million

440

377

Prior year restated and re-presented to account for discontinued operations

Earnings per share (cents)

Dividend per share (cents)
Feb 2015: Special
dividend of
2024 cps was paid

78m weighted
average number of
ordinary shares

742
88

196

Rights issue
107m weighted
average number of
ordinary shares

361

18%

396

499

29

246 359

160

93%

112

452

210

313
118

293

207

253

242

Mar 2015

Mar 2016

Mar 2017

Mar 2018

First half

Second half

78

Once off

195

84

167

142

119

75

95

67

72

69

Mar 2017

Mar 2018

50

Mar 2015
Interim

Not final
dividend

50

126

Mar 2019

374

Mar 2016

50
Mar2018

Final

EPS after specific taxation expense
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Arnold Goldstone CEO

“The Invicta Group has delivered
relatively good results for the year.”
were challenging, with a number of the sectors
which are serviced by ESG (mining, manufacturing,
agriculture, general industry, construction etc.) all
This has been one of the toughest years on record for
experiencing headwinds during the year. These market
the Group. Almost every sector served by the Group in
South Africa (from which the Group derives about 76% of conditions presented good acquisition opportunities,
which ESG took advantage of. The acquisition of
its revenue) has been under severe economic pressure.
The generally poor economic conditions in South Africa The Forge Industrial Group (which operates mainly
in the Tool and Belting sectors of the economy) and
and months of uncertainty leading up to the general
election in May 2019, contributed to the general decline the Driveshaft Parts business (operating in South
Africa and Poland in the replacement driveshaft
in demand for products across our product range.
parts sectors) were concluded during the year. A
It is therefore most pleasing to report that revenue
total investment of R321 million was made in these
for the Group rose by 5% to R10.450 billion. A number
businesses. The tool business was amalgamated with
of acquisitions were made during the year, which
ESG’s Man-Dirk business, with major restructuring
contributed R254 million to revenue. The challenging
required to turn the business around. The turnaround
trading conditions resulted in a decline in gross
strategy has, unfortunately, taken longer than expected
margin, whilst overheads increased due to take-on and
to implement, but the combined tool business is
rationalisation costs of acquisitions, as well as onceexpected to be profitable during the first quarter of
off cost of right‑sizing some existing underperforming
the 2020 financial year. The other core businesses in
businesses. As a result, operating profit declined from
the ESG Group have grown and the first phase of the
R839 million to R690 million.
consolidation and rationalisation of logistics operations
The tax dispute with SARS was settled for R750 million at BMG World in Johannesburg are finally being
completed and bedded down.
during the year and has been fully provided for in the
accounts. A final provision of R200 million was made
during the year, which resulted in an attributable profit
of R135 million. R450 million of the SARS settlement
CEG (Capital Equipment Group)
has been paid to date.
CEG revenue declined by 5% to R4.831 billion largely
due to a decline in demand. The sectors serviced
by CEG – agricultural machinery, construction
ESG (Engineering Solutions Group)
machinery and the forklift sector – all experienced a
significant decline in unit sales in South Africa due to
Revenue grew by 15% to R5.238 billion, of which
R254 million came from acquisitions. Trading conditions the prevailing conditions in the country. CEG’s focus

Overview of the year

REVENUE

(Re-presented
and restated)
4

5%

R10.4 billion

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019

HEADLINE EARNINGS
PER SHARE

(Re-presented and restated)

on annuity business gave it some protection and the
improved contribution from the Kian Ann Engineering
Group (based in Singapore) helped CEG to limit its
decline in segment operating profit before foreign
exchange movement to 17%. CEG has managed to
maintain its market share in South Africa and has once
again managed to contain costs and generate cash.

Group Financial Performance
Profit for the year grew by 21% to R229 million with
earnings per share up 62% and headline earnings per
share up 93%.
The Group has reassessed the accounting treatment
of agency distribution rights reacquired and the
amortisation of intangible assets primarily related
thereto, which has resulted in the restatement
of financial statements in the prior years. The
comparative financials have been restated accordingly
and are detailed in the relevant notes to the
financial statements.

Strategic focus and prospects
Trading conditions have settled since the elections
in May 2019, but they still remain challenging.
Management expects the coming year to be more
positive than the year under review, but anticipates
a slow return to growth. Management will focus on
bedding down acquisitions and prioritising cash
generation and return on equity.

93%

112 cents
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Management structure
The appointment of a new Group CEO to replace Arnold
Goldstone is imminent. A structured hand-over process
is planned to ensure a smooth transition and the proper
transfer of knowledge.
The management team in ESG has been considerably
strengthened by the appointment of Robin Briggs as
the Managing Director of BMG in May 2019. Robin is well
versed in industrial consumables and will free Gavin
Pelser, CEO of ESG, up to focus on the growth of ESG.
The retention of the services of Tony Sinclair as the CEO
of CEG now that he has reached retirement age, will
ensure a stable platform for the CEG business.
The Group is fortunate to have management of this
calibre to lead it.

Dividend policy
In light of the tax settlement and the resultant higher
gearing in the Group, the Board has resolved not to
declare a final dividend. It is anticipated that the normal
dividend policy (of a total dividend cover ratio of
3.5 times at interim results adjusted to 2.75 times at yearend) will be resumed once cash flow and gearing permit.

CEO Review

Governance

Looking ahead
Expectations
The next 12 to 18 months are expected to continue to
be challenging. Nevertheless, a gradual improvement
in trading conditions is anticipated as the newly
elected government in South Africa sets about creating
a more certain policy framework, which is expected to
improve the general business climate in South Africa.
There will be a focus on cash generation in the Group
and reduction of debt and inventory.
The current economic conditions are expected to yield
more acquisition opportunities, which will be evaluated
carefully, subject to the ability of the balance sheet to
absorb acquisitions.
The Group has started the year with a stable,
solid base, a simpler balance sheet and strong
management. It is well positioned to take advantage of
opportunities and weather any storms.

for the year ended 31 March 2019

2019
R’000

2018*
R’000

Revenue

10 449 704

9 994 103

9 639 807

5%

Cost of goods and services

(8 258 619) (7 748 676) (7 410 479)

7%

2 191 085

2 245 427

2 229 328

-2%

183 531

838 181

838 156

-78%

2 374 616 3 083 608

3 067 484

-23%

1 414 176

1 325 807

1 316 352

7%

Dividends to shareholders

194 116

262 877

262 877

-26%

Finance costs

251 126

947 769

947 091

-74%

445 242

1 210 646

1 209 968

-63%

385 838

535 623

536 351

-28%

106 794

148 485

99 089

-28%

10 261

(136 953)

(94 276)

-107%

117 055

11 532

4 813

915%

2 362 311 3 083 608

3 067 484

-23%

Value added
Income from investments
Wealth created

Providers of capital

Employees
Salaries, wages and benefits
Providers of capital

Retained income

Government
Wealth retained for future
expansion and growth

60%

Wealth distributed
39%

PROFIT ATTRIBUTABLE TO
ORDINARY SHAREHOLDERS
(Re-presented and Restated)

2018
%
R’000 change

Wealth distribution:

Amortisation of intangibles and depreciation
of property, plant and equipment
Employees

2019

Year in Review

Wealth retained for future expansion and growth
43%

19%

Strategy

Value Added Statement

Corporate tax
18%

16%

Risks and Opportunities

Government

Distribution of wealth created:
5%

Our Business

*P
 rior year results presented are after the restatement and re-presentation of the discontinued operation, refer to the Group’s
audited annual consolidated financial statements for further information.

2018*

61%

R135 million
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Management structure
Succession Planning and Changes to
Executive Management

REPORTING LINE

INVICTA BOARD OF DIRECTORS

We recognise the importance of attracting and retaining our staff, particularly
senior management and those with exceptional or technical skills. Succession
planning exercises are undertaken throughout the organisation at least annually,
with plans covering short-term risk mitigation and/or longer-term development
of existing staff, as appropriate. We aim to develop expertise internally as much
as possible and provide various training opportunities and bursary schemes.

INVICTA EXECUTIVE DIRECTORS
DIVISIONAL EXECUTIVE COMMITTEES
DIVISIONAL MANAGEMENT COMMITTEES

At Board level, a policy is in place to promote racial and gender diversity among
our directors. The board recognises that its composition does not fully align with
the recommendations of King IV and is looking to review its structure.

Strategy Development + Implementation

Divisional Executive Committees

Tactical Application of Strategy

Divisional Management Committees

O
 perational Implementation & Management of Performance

Dr Christo Wiese (BA, LLB, DCom (h.c)

Regulatory

Commercial

Legal

The CEO, Arnold Goldstone, announced his early retirement, effective at the
end of the 2019 calendar year, after nearly 30 years of service with the Group.
Arnold has however agreed to stay on as non-executive chairman of Kian Ann
Engineering. A process is underway to find a suitable successor for him and
shareholders will be informed once a candidate has been appointed.

Financial

Board member

Social & Ethics
Committee

Invicta Executive Directors

Remuneration
Committee

Strategic Direction + Governance

Audit
committee

Invicta Board

The CEO of CEG, Tony Sinclair, who reached retirement age in July 2019, has
agreed to continue in his current role. Tony has been with CEG for 35 years and
his continued service in this role ensures that his skills and knowledge can
contribute to the continuity of growth and success of CEG.
On 1 May 2019, Robin Briggs was appointed as the new managing director of
ESG’s largest division, BMG, materially strengthening the management team.
Gavin Pelser, who has until this point been performing a dual role, will continue
on as ESG CEO.
 or detailed information on the Board, its committees and the company secretary please refer to
F
the Social and Governance Report supplement.

Adv. Jacob Wiese BA (Value and Policy Studies), LLB, MIEM (Bocconi, Italy)
Arnold Goldstone BSc (Mech Eng), BCom (Hons), CA(SA)
●

Craig Barnard CA(SA), MBA, ACIS
●

Nazlee Rajmohamed CA(SA)
Tony Sinclair
Gavin Pelser
David Samuels CA(SA)
●

Rashid Wally
●

Lance Sherrell
●

Byron Nichles CA(SA), CGMA
Lize Dubery BA, LLB, CIS, Admitted Attorney (Company Secretary)
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Board of directors Invicta Holdings
Dr Christo Wiese (77)

Arnold Goldstone (58)

Craig Barnard (55)

Tony Sinclair (64)

Gavin Pelser (56)

David Samuels (79)

Non-executive chairman

Executive director

Executive director

Executive director

Executive director

Years as a director: 12
CA(SA), MBA, ACIS

Years as a director: 12

Years as a director: 1
NTC 5 and various diplomas

Lead independent
non-executive directorr

Years as a director: 21
BA, LLB, DCom(h.c.)

Years as a director: 29
BSc (Mech Eng), BCom
(Hons), CA(SA)

Invicta
South Africa
Holdings
Executive director

Dr. Christo Wiese was appointed as
a non-executive director of Invicta in
October 1997 and served as chairman
from October 1997 to April 2000.
Christo was re-appointed as nonexecutive chairman of Invicta in January
2006. Christo is currently also the
chairman of Tradehold Limited and
Shoprite Holdings Limited.

8

Arnold was employed as a management
consultant at KPMG prior to joining Invicta
in January 1990 as financial manager.
Arnold was appointed financial director
of Invicta in August 1991 and CEO in April
2000. Arnold acted as deputy chairman
from May 2015 to January 2017 during
the tenure of Charles Walters as CEO,
and returned to the position of CEO in
February 2017.

Years as a director: 21
CA(SA)

Invicta
South Africa
Holdings
Executive director

Craig previously held positions with Sappi
and Group Five, before joining Invicta
as financial manager in 1998. Craig was
appointed as director of CSE Equipment
Company in 1999, as Invicta’s company
secretary in 2002, and as an executive
director of Invicta in June 2007. Craig
resigned as company secretary in January
2014 and continued as financial as well as
commercial director. During the year in
review Craig handed the responsibilities
of financial director over to Nazlee
Rajmohamed, continuing in his role as
commercial director.

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019

Tony joined JI Case in 1982 and was
appointed as branch manager in 1986.
Tony joined CSE Equipment Company
in 1989 and was promoted to divisional
managing director in 1993. Tony was
appointed as managing director of CEG in
1998, a position which he still holds. Tony
was appointed as an alternate director
of Invicta in September 2006, and as an
executive director in June 2007.

Gavin has over 30 years’ experience
in the engineering sector and holds
various diplomas including a technical
NTC 5 qualification. Gavin has gained
experience through various managerial
roles as well as running his own business,
Oscillating Systems Technology (“OST”),
which was acquired by Invicta in 2005.
Gavin was appointed as a divisional
director of Bearing Man Group (“BMG”) in
2008, forming part of their mergers and
acquisitions team. Gavin also played a lead
role in BMG’s Simplify for Success strategy.
Gavin was appointed as CEO of ESG and
MD of BMG in September 2016, and as a
director of Invicta in September 2017. Gavin
handed over the role of MD of BMG on
1 May 2019 to Robin Briggs, and continues
in his role as the CEO of ESG.

David joined Trade and Industry
Acceptance Corporation Limited in 1971
where he served as a director from
1980 to 1984. From 1989 to 2000 David
was managing director of Stenham
Proprietary Limited. In 1996. David was
a non-executive director and chairman
of Bearing Man Limited from 2001 to
2006, when that company was de-listed
from the JSE. David was appointed as
non-executive director of Invicta, and
served as lead independent director from
1 April 2014.
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Rashid Wally (75)

Lance Sherrell (53)

Adv. Jacob Wiese (38)

Byron Nichles (47)

Nazlee Rajmohamed (53)

Lize Dubery (33)

Independent non-executive
director

Non-executive director

Non-executive director

Non-executive director

Executive Director

Company Secretary

Years as a director: 8

Years as a director: 4
BA (Value and Policy Studies),
LLB, MIEM (Bocconi, Italy)

Years as a director: 4
CA(SA), CGMA

Years as a director: 1
B.Comm, PGDA, CA(SA)

Years as a director: 5

Invicta
South Africa Holdings
Independent nonexecutive director

Rashid has held various senior executive
positions with IBM in Africa, Europe,
the Middle East and South East Asia,
including Lenovo in Africa. Rashid has
over 38 years of experience in the
Information Technology sector and was
chairman of the board and member of the
audit committee of Mango Airlines (SOC)
Limited. Rashid is currently chairman
of Fastjet PLC, a company listed on the
London Stock Exchange AIM Section, and
also serves on that company’s audit and
risk committee. Rashid was appointed as
an independent non-executive director of
Invicta on 30 July 2013.

BA (Law), LLB, CIS

Invicta
South Africa
Holdings
Executive director

Lance is a director and shareholder of
the SMG Group (BMW). Lance studied
commerce at the University of Cape Town
and has been involved in the hospitality
and motor trade industries for the past
15 years. Lance represented South Africa
as a rugby player in the national team in
1994. Lance was appointed as alternate
director to Reg Sherrell on 27 May 2009
and was nominated as non-executive
director of Invicta on 29 July 2010, upon
the retirement of Reg Sherrell.

Jacob obtained his BA degree, after which
he worked at Lourensford Wine Estate,
assisting in initiating event partnerships.
Jacob subsequently completed
his master’s degree in International
Economics and Management as a
participant in an MBA program. After
returning to Lourensford for a brief period,
he graduated with an LLB degree in 2008.
During 2009, he completed his pupilage
at the Cape Bar and was admitted as an
advocate of the High Court. Jacob was
appointed as non-executive director of
Invicta in July 2010.

Byron gained 14 years’ financial services
and advisory experience with Deloitte
& Touche and Bridge Capital. Byron
was appointed as CEO of ARB Holdings
Ltd, listed on the JSE, in February 2009,
tasked with driving the Group’s growth
strategy. Byron was previously the group
CFO of Amalgamated Appliance Holdings
Limited and a founding shareholder and
director of Bridge Capital Group Limited.
Byron was appointed as CEO of BMG
and director of Invicta in November 2014.
Byron resigned as CEO of BMG in October
2016 but remained on Invicta’s board as a
non-executive director.

Nazlee is a chartered accountant, holding
a bachelor of commerce degree and a
post-graduate diploma in accountancy.
Nazlee has over 24 years’ experience,
having held senior positions within the
TOTAL Société Anonyme Group in South
Africa, Nigeria and France and at MTN
Group Limited where she served as the
Executive Group Finance. Nazlee joined
Invicta on 1 July 2018 as Financial Director.

Lize was admitted as an attorney in
2011 after graduating with BA and LLB
degrees. Lize has years of experience
in corporate law, corporate governance
and company secretarial practice and
has completed the CIS qualification.
Lize was appointed as Invicta’s Group
company secretary and legal advisor in
January 2018.

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Role of the Board
Steers and Sets strategic
direction
Ethics and
Good Corporate
Citizenship

 he Social and Ethics
T
Committee looks at broader
context, incl. 10 UN principles,
bill of rights and ways in
which the Group can improve
ethics and good corporate
citizenship throughout the
Group
 SI projects are focused on
C
education

Management
of Group
Operations and
Remuneration

 trategy sessions are held
S
periodically
 he Remuneration Committee
T
reviews salaries and incentive
structures regularly
 ecentralised approach,
D
with the use of centralised
services where appropriate
 lat management structure
F
for quicker decision making
and agility

Financial
Management

 trategy sessions are held
S
periodically

Approves Policy
and Planning
 he code of ethics is available
T
to all staff on joining the
Group and on an ongoing
basis through electronic
platforms

 he Audit Committee receives
T
quarterly reports of calls to the
independent whistleblowing
hotline, as well as any
fraudulent activity

 he Internal Audit plan
T
is approved by the Audit
Committee

 he Social and Ethics
T
Committee monitors the
Group’s activities and
initiatives

 gift policy and conflict of
A
interest policy is in place
 ay to day management
D
has been delegated to the
executive directors who
structure their management
teams as required
 evels of authority have been
L
approved by the Board
 he Remuneration
T
Committee approves overall
salary increases for each
executive and the Group as
a whole

 ets dividend policy
S
and approves individual
distributions
Approves budgets annually
 ets thresholds for levels of
S
authority
 ebt/Equity levels monitored
D
and approved

10

Oversees and
monitors
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 he Board receives regular
T
updates on the businesses
from divisional executive
committees, and extraordinary
matters are discussed at
board meetings
Internal audit provides
feedback on the effectiveness
of processes and procedures

Ensures
Accountability
 iscipline is consistently
D
enforced throughout the
Group with no tolerance for
fraud or unethical behaviour
 he Audit Committee and
T
Social and Ethics Committee
reports to the Board quarterly

 ivisional CEOs are closely
D
involved and change
management structures
or establish teams when
required
 PIs and performance
K
measures are in place.

Activities in FY2019
 he Social and Ethics
T
Committee has restructured
its reporting mechanism

R
 ead more in the Social and
Governance Report booklet

 ecured the continued
S
services of divisional
executives
 losely monitored issues
C
identified and areas of
under‑performance

R
 ead more on management
and remuneration in the
Social and Governance
Report booklet

 uccession planning is done
S
regularly for key management
positions

 he CEOs evaluate
T
senior executives, and
are in turn evaluated by
the Remuneration and
Nominations Committee

 roup executive committee
G
meets regularly

 hort term and long term
S
incentives are in place

 udit Committee receives
A
quarterly updates on tax
compliance, bank covenants,
working capital, effectiveness
of controls and reports to the
Board

KPIs are in place

Approved budgets

 he Audit Committee
T
evaluates the FD, finance
function and internal audit
annually

Approved acquisitions

 ivisional Audit Committees
D
meet quarterly and provide
feedback to the Audit
Committee

 aterial matters are
M
discussed by the Audit
Committee and Board

 losely monitored working
C
capital and covenants
 losely monitored and
C
approved direction in respect
of tax matters

R
 ead more in the Social and
Governance Report booklet
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Steers and Sets strategic
direction
Risk
Management,
Compliance
Management
and IT
governance

Sets risk appetite
Incorporating risk assessment
into thinking and strategy

CEO Review

Approves Policy
and Planning
 ivisionalised approach
D
followed, with more material
matters being monitored
and escalated to the Risk
Committee and Audit
Committee
IT Steerco established to
monitor detailed IT framework

Governance

Our Business

Oversees and
monitors

Risks and Opportunities

Ensures
Accountability

 eports received from
R
divisional audit committees

Internal Audit reports to Board
and shareholders

 dequacy of insurance
A
reported to Audit Committee

ISO certifications

 aterial risks and any lapses
M
in compliance reported to the
Board

 ccupational Health and
O
Safety reviews

The Internal audit function is
supported

Internal audit plan approved
by the Audit Committee

 anagement assurance
M
is received via the various
divisional committees and
board committees

 xternal audit plan and scope
E
approved by Audit Committee

Internal audit reports received
quarterly.

Year in Review

Activities in FY2019
The Audit Committee directed
a more risk adverse approach
to uncertain regulatory
matters
IT Governance structures
changed
Investments in new ERP
systems approved

Internal audit function
monitors certain compliance
and risk areas
Assurance

Strategy

R
 ead more in the Social and
Governance Report booklet
 he Audit Committee
T
reviews the effectiveness and
independence internal audit.

 udit Committee
A
evaluated tender process,
recommendation and
appointment of new auditors
 cope of internal audit
S
reporting reviewed and
approved

R
 ead more in the Social and
Governance Report booklet
Corporate
Governance

 he Board delegates certain
T
matters to its committees
 he Board and Nominations
T
Committee considers the
arrangements in respect of
the composition of the Board
and its committees

 he Board approves the
T
terms of reference of
committees

 he Audit Committee
T
receives reports on corporate
governance

 onflict of interest policy in
C
place

 he Company Secretary
T
advises the Board on
corporate governance

Share dealing policy in place

 he Company report to
T
stakeholders in public reports

 hange in composition of the
C
Audit Committee

 oard evaluation
B
arrangements are considered
by the Nominations
Committee

R
 ead more in the Social and
Governance Report booklet

Diversity policy in place
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Stakeholder relationships
Invicta aims to promote consideration throughout the Group of the interests of stakeholders, opportunities for co-operation across
businesses and departments, as well as an appreciation of the various factors that affect and are affected by our Group.
In so doing, opportunities may be identified to expand the positive and reduce the negative effects, improve Group efficiency and
strengthened the sustainability of the Group’s business over time.
Central to the growth and sustainability of Invicta are the decisions on the best use of the Company’s funds, balanced between
acquisitions, capital expenditure and financial investments. Invicta’s Board has extensive knowledge and experience in business,
strategy and the industries we operate in. Our risk management processes, combined with the applied insight of senior management,
further informs these decisions and the underlying strategy. For further information on our strategy please refer to page 30.

Mike Rose-Innes
Former Chairman:
Invicta Holdings Limited

12
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Engagement

Employees

Regular meetings,
performance reviews and
engagement with trade
unions.

Governments and
Regulators

Engagement with regulators
on a regular basis and preemptively where appropriate.

Shareholders, funders
and creditors

Regular engagement
with banks, investor
presentations, AGMs,
meetings with major
shareholders and analysts.

Suppliers, agents and
business partners

Trade shows, regular visits to
suppliers. Regular meetings
and sharing of information.

Customers

Ongoing interaction
supported by visits from
company representatives.

The public as a whole
and the communities
where we operate

Various corporate social
investment initiatives.

Common
interests

Sustainable and growing business.
Good corporate governance, corporate citizenship and compliance.
Job creation.

“We look for employees with
passion for the business and
attention to detail”

Stakeholder

Specific interests
Job certainty, training
and development, good
working environment, fair
remuneration.

How do we accommodate
these?
Attracting, developing
and retaining quality
employees. Providing
training opportunities.
Health and safety
compliance.

Compliance with laws
Compliance with all
and regulations, social
applicable laws and
and environmental
regulations.
responsibility, transparency.
Superior financial
performance, transparency,
strong management,
sustained cashflow.

Regular updates, balance
use of various forms of
funding to facilitate growth.
Ensuring adequacy of
funding.

Reliable distribution
channels, promotion of
their brand. Maintaining
product visibility and
market share.

Expanding our product
and service offering,
quality management,
strengthening and
expanding distribution
channels and marketing.

Meeting market needs,
Improving efficiency of
ease of doing business,
order processing through
reliable service, fair pricing. technology, consistent
focus on customer service.
Environmental
responsibility, social
responsibility.

Continued support of CSI
projects. B-BBEE initiatives.
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Integrating the six capitals into strategic decision making
• Funding options available
• Capacity of inhouse expertise

Human
Capital

• Shared services potential
• Effect of integration of businesses

• Maintenance of ratios and covenants

Financial
Capital

• Potential new hires or retrenchments

• Opportunity costs related to other uses of capital
• Short, medium and long-term returns
• Changes to internal procedures and controls
• Analysis of return on capital

Natural
Capital

Identify
acquisitions
aligned with
strategy and risk
appetite.

• Impact on the environment and ways to ameliorate
through business combinations or new initiatives

Due diligence
procedures,
feasibility and risk
assessments
• Increase in stock and assets

Manufactured
Capital

* See Strategy and Risk and Opportunities
sections for more detail

• Synergies
• Consolidation of assets and stock and reduction of
surplus holdings

• Relationship with suppliers and customers

Intellectual
capital

• Staff expertise gained
• Purchase of intellectual property, such
as patents and trademarks

Social and
Relationship
capital

• Consideration of social impact of new businesses
• Engagement with competition and other
regulatory authorities
• Identification of any ethical concerns
• Consideration of the interests of stakeholders

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Geographic presence
What makes
Invicta
Singapore

Vision
Our vision is to be
the leading global
distributor of industrial
consumables.

Europe

Mission
Africa

LEGEND
0 - 10 MILLION
10 MILLION - 50 MILLION
50 MIL - 100 MILLION
100 MILLION - 200 MILLION
200 MILLION - 500 MILLION
1 BILLION - 5 BILLION
> R5 BILLION

Revenue (ZAR)
1 - 10 million
10 million - 50 million

Asia

Our mission is to
be the foremost
supplier within our
relevant industries
and thereby to create
superior value for our
stakeholders (including
shareholders, suppliers,
customers and
employees).

50 million - 100 million
100 million - 200 million
200 million - 500 million
1 billion - 5 billion
> 5 billion
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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The history and growth of our Group
Invicta
1989

1991

1994

1996

1997

1998

2000

2000-2005

Listed on the
JSE as mini
conglomerate
with a mix
of small
businesses

Acquired
Invicta Bearings
(Pty) Ltd, sold
off original
businesses.
Bearings
became core
business

Acquired
Autobax and
Northmec

Acquired
CSE

Established
capital
equipment
financing book

Acquired
Engineparts

Acquired 60%
of Bearing Man,
reversed Invicta
Bearings into
Bearing Man

Repurchased
46 m shares
(44% of issued
share cap)

CEG
1992

1996

Apr 2006

2008

2009

2010

2012

Acquired
Northmec Case
Agriculture
Equipment

Acquired CSE
Case Construction
Equipment

Acquired New
Holland SA

Acquired Doosan
Construction
Equipment

Acquired
Criterion TCM
Forklifts

Established
Landbou
Agriculture After
Market Spares

Acquired ESP
Construction After
Market Spares

ESG

“A dynamic history paves the
way for an exciting future”
Nazlee Rajmohamed
Executive director

16
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1974

1988

1997

1998

1998

2003

2004

Bearing Man
Incorporated

Drives & Motors
(Varvel) Division
established

Power Drives
Division
established

Acquired
Fenner Power
Transmission
South Africa

Acquired
Invicta Bearings
& Transmission

Belting Solutions
Rebrand

Established
Fastener division

Kian Ann
2014

2016

2016

2016

2017

Acquired 33%
of Steve Woods
Ltd (UK)

Acquired
North American
Tractor and
Excavator
Parts Inc

Increased stake
in Steve Woods
Ltd to a majority.

Entered into
joint venture
SKL Equipment
Private Limited

Acquired a
stake in Kunshan
Kensetsu Buhin
Co Ltd
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2004

Jul 2005

2005

Dec 06

2006 – 2012

Oct 2012

Feb 2013

Feb 2015

2017

Sold
Engineparts

Bought out
the minorities in
Bearing Man Ltd &
de-listed Bearing Man
from JSE

Created 25%
BEE shareholding
for South African
operations


Acquired 60%
of Tiletoria

Smaller corporate
activities undertaken
at subsidiaries

Acquired Macneil
Disributors and
created Building
Supply Group (“BSG”)


Acquired Kian Ann
Engineering Group
and delisted it from
the Singapore Stock
Exchange


Special dividend and
rights issue

Sold BSG
Top 100 JSE listed
company for 21 years
out of the past 24
years

2012

2013

2018

2018

Acquired Kian Ann
Construction After
Market Spares

Acquired HPE
Hyundai Construction
Equipment

Acquired
McCloskey Crushing
Equipment

Acquired Shamrock
Moffett Forklifts

2005

2006

2008

2009

2012

2015

2018/19

2019

Invicta Holdings
acquires 100% of
Bearing Man

Acquired
OST

Bearing Man Group
(BMG) Rebrand

Incorporating the
Hydraulic Business

Acquired
Man-Dirk

Acquired
Hansen & Hyflo

Acquired Rustenburg
Engineers, Forge
Industrial Group,
consisting of:
Toolquip & Allied, F&H
Tools, Belt Brokers

Autobax Acquisitions:
Driveshaft Parts &
Europe Driveshafts

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Invicta Business Model
Inputs
The 6 capitals
Financial capital
Cash generated from businesses
Investment framework
Balanced capital structure
Access to funding

External Environment
 olatile functional currency
V
Political and policy framework uncertainty
Regulated economic environment

Manufactured capital

1.

P
 roperty portfolio > R2 billion
D
 istribution network, branches and fleet
Base for global expansion

SOURCE
2.

FUND

3.

OPERATE

Natural capital
B
 ase materials used by suppliers and energyproviders (indirectly)
Productive agricultural sector (indirectly)
Food and water security

Business Cycle

4.

Social and relationship capital
S
 ocial license to trade
R
 elationship with suppliers, customers and
other stakeholders
R
 eputation in the market

Intellectual capital
U
 se of leading brands and agencies
C
 orporate culture
Industry experience

Human capital
Over 3 000 employees within the Group
H
 ands-on management of investments

18
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5.

GROW

EXPAND

Our primary business is managing
our investments. We invest in
industrial consumable businesses to
create value for our stakeholders.

Strategy

Year in Review
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Outcomes

 iversify portfolio and acquire talent and
D
distributorships
Optimise OEM distribution strategy
 apid strategic alignment to new economic
R
and political realities
Restructure funding

Outputs
 ividends to shareholders,
D
dividends paid to Humulani
Trusts for CSI projects and
employees
Increased carbon emissions,
use of finite resources and
plastic (indirectly)
 -BBEE initiatives
B
implemented
 arger Group, able to
L
realise synergies between
businesses

Financial capital
S
 hort-term returns and
long-term value creation
for shareholders and other
stakeholders
R
 isk and earnings diversification,
both geographically and
operationally
Improved controls and reporting,

Manufactured capital
O
 ptimised distribution network

Natural capital
Indirect contribution to climate
change

Social and relationship
capital
E
 mpowerment and education
Improved B-BBEE credentials
for relevant businesses
R
 esponsible corporate
citizenship

Intellectual capital
Deliver compliant B-BBEE initiatives
 volution of management skills to meet
E
current and future business needs
Adopt fit for purpose platforms
Implement appropriate structures to manage
country diversification
Instil confidence in reporting and compliance

Improved corporate knowledge
base

Human capital
Efficient and effective teams
O
 ptimised workforce best able
to ensure customer satisfaction
and profitability of businesses
Better educated employees

“Live your truth, work hard,
be conscientious and never
compromise your integrity.”
Arnold Goldstone
Executive director

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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ESG Business Model
Inputs
The 6 capitals
Financial capital
Owned inventory of > R2 billion
S
 trong working capital and trading facilities

Manufactured capital

Our primary business activity is
supply and distribution
 outhern Africa’s leading distributor of engineering
S
consumable products, technical services and solutions
 usinesses with a leading presence in Southern Africa with a
B
network of 102 branches
International sourcing and distribution of leading brands of
engineering components and consumables to end-users in
Southern Africa

E
 xtensive distribution network outlets
throughout Southern Africa
Centralised logistics and distribution hub at
BMG World
F
 ield service and proactive monitoring
capabilities

1.

2.

INSTALLATION

INTEGRATED SOLUTIONS AND PRODUCTS

Natural capital
 ase materials used by suppliers and energyB
providers
F
 ood and water security

Business Cycle

3.

SOURCE, DESIGN AND DEVELOP

4.

Social and relationship capital
S
 ocial license to trade
R
 eputation and relationships with customers
and suppliers

VALUE ADDED SOLUTIONS
SOPHISTICATED ELECTRIC AS WELL AS ON-SITE
MONITORING, MAINTENANCE AND SERVICE

5. 

Intellectual capital
D
 esign and engineering capabilities
Industry experience

Human capital
 pproximately 3 000 employees including
A
technical experts

20
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 echnical support and value-added assembly of components
T
into customised systems and solutions for end-user customers

External environment
 ighly competitive environment due to strong price pressure
H
from markets
Mining activity fluctuates with commodity prices

Year in Review
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 apid strategy alignment to economic and
R
political environment

CEO Review

Governance
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Outcomes

Diversification into other industries
Deliver compliant B-BBEE intitiatives
 volution of management skills to meet
E
current and future business needs
Adopt fit for purpose platforms

Financial capital
L
 ong-term value creation
O
 ptimised working capital
levels

Risks and Opportunities

Strategy

Year in Review

“Our most valued asset is our
people, then our suppliers.
As we proudly represent a
number of leading global
brands.”
Gavin Pelser
Executive director

Manufactured capital

Outputs
 nergy efficient facilities and processes with
E
environmentally friendly solutions to industry needs and
product produced to international standards
400 leading international and local brands supplied

 upply of complete range
S
of products to customers

Natural capital
P
 roducts sold support both
infrastructural as well as
agricultural production output

Value added products and solutions for customers
Strong technical and customer-focused support network
Mentoring and formal succession plan of staff.
 ew B-BBEE businesses supported by BMG knowledge
N
and network

Social and relationship
capital
E
 mpowerment and upliftment
of local entrepeneurs,
communities and workers
within industries

Intellectual capital
Implement appropriate structures to manage
country diversification
 ertification of suppliers in respect of
C
production standards and carbon emissions
 xtensive learnership and SETA accredited
E
training through inhouse learning academy
and digital platform

Improved industry and product
experience

Human capital
B
 etter educated trained staff,
better-developed internal
expertise and leadership

 entoring and formal succession planning
M
processes

INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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CEG Business Model
Inputs
The 6 capitals
Financial capital
S
 trong working capital and trade facilities
E
 stablished supplier network and facilities

Our primary business activity is
supply and distribution
 usinesses with leading position in the distribution
B
of agricultural equipment
 usinesses with a leading position in the distribution
B
of earth moving and forklift equipment
International sourcing and distribution of OEM
branded parts and components in Southern Africa

Manufactured capital
D
 istribution network of 138 dedicated outlets
A
 ssembly plant at Camperdown for the predelivery inspection, service and assembly of
capital equipment

1.
2.

Natural capital
B
 ase materials used by suppliers and energyproviders
P
 roductive agricultural sector
F
 ood and water security

Social and relationship capital
 ocial license to trade
S
Reputation and relationship with customers
and suppliers

Business Cycle

3.

SERVICE

IMPORT

DISTRIBUTE
4.

CUSTOMER SERVICE AND SUPPORT
5.

CUSTOMER SUPPLY

Intellectual capital
S
 ole distributorship of leading international
brands
Industry experience

Human capital
E
 mployees in various businesses
T
 echnical support centre
N
 ational product and sales support
infrastructure

22
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Economic environment supporting investment
International sourcing and distribution of alternative
parts and components for the replacement market
in Southern Africa and South East Asia
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Outcomes
 luctuating currency and commodity
F
prices
Infrastructural underspend by
government in key markets

Financial capital
S
 trong cash generation
H
 igh return on working capital

Risks and Opportunities

Strategy

Year in Review

“CEG’s vision is to create a level
of satisfaction by providing a
human touch to the support
we offer to staff, customers and
suppliers.”
Tony Sinclair
Executive Director

Manufactured capital

Outputs
 upply and service of a full range of agricultural
S
equipment, product support including parts, workshops
and field service
 onstruction and earthmoving equipment parts and
C
related services
Forklifts equipment including parts and related services
 stablishment of business outlets in various rural
E
communities providing employment and commercial
opportunities to those communities
 ustomer support through product and technical staff
C
deployed both centrally and throughout the region

 upport and benefit of new
S
government initiatives related to
agriculture

S
 upply of complete range of
products to customers

Natural capital
P
 roducts support both
infrastructural as well as
agricultural production output

Social and relationship
capital
S
 trong customer support and
loyalty to both business and
product brands
S
 ocial and rural upliftment
through business and various
social responsibility initiatives

Intellectual capital
Improved industry experience

Human capital
Improved staff knowledge and
empowerment
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ESG management structure

Chief Executive Officer
Gavin Pelser

“Our strategy to be the leader in
every market and region that we
operate in is driven by dedicated
executives in all our businesses.”
Gavin Pelser
Executive director
24
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Robin Briggs

Kriban Govender

John Black

Gawie Pretorius

Anton Kritzinger

Nolene Streicher

Managing Director

Managing Director

Managing Director

Managing Director

Managing Director

Managing Director

Gideon Knoetze

Brad Gardener

Mike van Rooyen

Managing Director

Managing Director

Managing Director
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CEG Management structure

Chief Executive Officer
Tony Sinclair

Johan
van der Merwe

David
Visser

Danie
van Aswegen

Managing Director

Divisional Head

Divisional Head

Darrel
Holton

Alex
Ackron

Ross
Collard

Brenton
Kemp

Marius
Schutte

Andrew
Grobler

Loy
Soo Chew

Managing Director Managing Director Managing Director Managing Director Managing Director Managing Director Managing Director
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Risks and
Opportunities
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Approach to risk management
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Role of the Committee
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1

Approach to risk management
Risk management is driven bottom-up, with each division
conducting a detailed analysis of its external and internal
environments. The results are reviewed and approved at divisional
audit committees for submission to the Group Audit Committee.
This information is then re-assessed at Group level in terms of
impact and probability. Further, specific areas of Group concern
are identified.

Role of the Committee

Governance

Our Business

Risk

Mitigating factors Control

Strategy and
vision not aligned
to current
economic
and political
environment

Close
Annual Board
engagement
development and
with market
review of strategy
participants
allows for
proactive changes
to strategy

Risks and Opportunities

4

The Audit Committee oversees the development of an annual risk
management plan and ensures continuous monitoring

External risks

Risk

Mitigating factors Control

High exposure
to South African
markets means
concentration of
country risk

Close
management
of operational
environment
and focus on
diversification
opportunities

Business risks
Operational risks

Monthly financial
reviews
Executive and
management
meetings

Mitigating factors Control

South African
economy
continues
to struggle
with potential
deindustrialisation,
hampering core
operations

Focus on
managing
overhead
structure

Sustainability risks
3

Risk

Mitigating factors Control

B-BBEE internal
and external
initiatives
fall outside
of changing
legislation

Focused inhouse
initiatives
to develop
sustainable longterm B-BBEE
operations

5

Monthly executive
and management
meetings

Risk

Mitigating factors Control

Acquisition
strategy is
unsuccessful

Strong market
knowledge
and acquisition
process/
methodologies

Ongoing
monitoring
of acquisition
implementation
and performance

Opportunity: to diversify
portfolio and acquire talent and
distributorships

Project manage
initiatives using
cross-functional
teams

Opportunity: to innovate and deliver
B-BBEE solutions that are fully compliant,
providing a competitive edge

Market
knowledge and
engagement
enhances
identification of
diversification
opportunities

Monthly financial
reviews

Opportunity: to use lean
organisation with appropriate structure to
manage country diversification

Opportunity: to use lean organisation
with appropriate structure to manage
country diversification

Financial risks

Year in Review

Risk

Opportunity: to react rapidly
to changes
2

Strategy

6

Risk

Mitigating factors Control

Loss of key
management
skills

Restraints of trade Succession
agreements
planning
Low management
turnover

Opportunity: to develop
new talent to meet changing business
needs
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019

27

Letter to Stakeholders

About our report

Financial Highlights

CEO Review

Governance

Our Business

Risks and Opportunities

Strategy

Invicta Properties
Strategy underlying property decisions
I dentify key strategic properties for Group operations
E
 nsure properties are correctly valued relative to overall market
E
 nsure operational synergies and pickup are available through targeted properties
M
 anage and balance gearing and property yields

Consideration of opportunities

Consideration of risks

Identify undervalued properties
Secure cost of premises into the future
Capital growth overtime of property portfolio

Low return on capital employed
Cost of portfolio management
Increased gearing and debt levels

CEG Camperdown Assembly Plant

Read more go to page 22 – Material matters

Read more go to page 18 – Mitigating Risks

Decision making process

1

3

Commercial motivation by operations

Due Diligence
Decision

Prospect

Financial Feasibility

Final approval & acquisition

2

4
BMG World, Droste Park, Johannesburg
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ICT
Consideration of
opportunities
 evelop integrated digital
D
platform
BOT processes
Client servicing interfaces
and efficiencies
Read more go to page 22 – Material matters

ICT
Steering
Committee

IT divisional
executives

Internal &
external IT
resources

Reporting and actioning at least quarterly

Consideration
of risks
Disruptive technologies
Malware and ransomware
Backup and disaster
recovery

Monitoring spend
to benchmarks and
relevant industry
standards

Developing and
implementing IT
strategy

Providing support
at both a technical
and business/
operational level

“People make the business
and in turn the business
helps make people.”
Craig Barnard
Executive director

Read more go to page 18 – Mitigating Risks
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Overview
Objectives

Objective 1

Long-term value creation

Objective 2

Risk and earnings diversification both geographically and operationally

Objective 3

Optimised working capital investment and funding to ensure maximum
cash generation

Objective 4

Sound organisational platform to leverage the Group growth strategy

Ensuring that all stakeholders enjoy a sustainable above-market return,
by growing the current business, as well as identifying and investing in
suitable opportunities both locally and globally.

Implementation
Short- to medium-term:

Medium- to long-term:

1-3 years

3 – 5 years

M
 anaging operations and working capital

I dentifying and investing in acquisitions

O
 perational focus and optimisation

O
 verall development of sustainable growth
strategy

“A successful strategy doesn’t
happen by chance but
through careful planning and
preparation.”
Craig Barnard
Executive Director
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Objectives
Objective 1: Long-term value creation
Implement the investment and growth strategy
Why is this important to us?
To be the investment of choice

Objective 2: Risk and earnings diversification
Develop sustainable earnings from industrial consumable and
parts distribution businesses; further diversity on a geographical
basis into Africa and other regions to ensure improved returns
and balanced risks
Why is this important to us?

Intellectual capital

High impact
on capitals
Manufactured
capital

The intellectual capital of our people and
partner OEMs and other suppliers are key
elements to success
The manufactured capital provided by our
partner OEMs and other suppliers, plus the
transport and logistics infrastructures we use
will be impacted

To achieve sustainable above-market returns in the long-term.
Market demand expected to continue to remain muted in South
Africa with strong price competition, currency volatility and
regulatory challenges.

Objective 3: Optimised working capital investment and funding
To improve the Group’s funding structures and optimise returns
through efficient working capital management and cash
generation.
Why is this important to us?
To improve cash generation and strengthen the balance sheet.
The return on capital employed is highly sensitive to achieving
efficient use of working capital, while the investment in strategic
properties for operational use enhances the robustness of
operational earnings.
A strong balance sheet supports the international growth
strategy.

Objective 4: Sound organisational platform
Strengthen internal structures to provide redundancy
Why is this important to us?
Improves compliance and control and reduces risk.
32
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Adequate financial capital will be required to
execute the strategy effectively

Financial capital

Natural capital
Social and
relationship
capital
Human capital

Low impact
on capitals

Our strategy depends on:
• Our Human capital for continued delivery
• Our social and relationship capital to operate
effectively in new and existing businesses
• Our effective and efficient use of the natural
capital at our disposal

Letter to Stakeholders

About our report

Financial Highlights

CEO Review

Governance

Our Business

Risks and Opportunities

Strategy

Year in Review

Performance against strategic objectives
Objective 1 – Implementation

Ratings

To achieve sustainable above market returns in the
long-term

Objective 3 – Implementation

Ratings

Efficient working capital management
2018

2018
• R500 million generated from operating activities
• Grow EPS by 12%
• Return on Equity > 15%

• Higher stock levels have resulted in negative
working capital outflow of R585 million

• Return on Sales > 5%

2019

2019

• Finalisation and partial payment of SARS
settlement has affected cash holdings

• Grow EPS by 12%

• Synergies from BMG World distribution centre
expected to be fully realised in 2020 financial year

• Return on Equity > 15%
• Return on Sales > 5%

Objective 4 – Implementation
Objective 2 – Implementation
Market demand expected to continue to remain
muted in South Africa

Ratings

Ratings

Controlled and structured base for growth while
mitigating risks
2018

2018
• Consolidation of ESG operations into BMG World
• Improved focus on expansion in Africa and
performance of African subsidiaries
2019
• Acquisition of Driveshaft Parts in Poland
• Continued improved performance by Kian Ann and
South East Asia operations

• Identification and commencement of
implementation of digital platform in ESG
2019
• Completion of certain workflows to prepare
platform for inward listing and/or international
funding
• Identification and commencement of
implementation of new ERP system for CEG and
consolidation of ESG ERP systems

KEY:
Positive Outcome
Neutral/in progress
Negative Outcome

“Successful organisations
continuously develop and
improve their strategy.”
Craig Barnard
Executive Director
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Restructuring

Significant matters
during the FY 2019

During the year in review, the decision was made to incorporate Hyflo into BMG. The incorporation has resulted in a
consolidated engineering and service offering. The new Fluid Technology structure as follows:

Invicta Tax Settlement

BMG Fluid
Technology
Low Pressure Division

BMG

L
 ubrication Systems
B
 ulk Filtration
I ndustrial Filtration
V
 alves
I nstrumentation
P
 umps
L
 ubricants

P
 rovision - R150 million in 2017
P
 rovision - R400 million in 2018
F
 inal Provision - R200 million in 2019
T
 otal settlement amount - R750 million
R
 450 million paid during the year
R
 300 million outstanding

(Incl. Hyflo)

BMG Fluid
Technology
High Pressure Division

Hydraulics
Hoses
Fittings

Disposal of Building
Supply Group

Acquisitions
Driveshaft Parts Group

R
 100 million due in three equal
instalments from October 2019

Forge Industrial

A
 cquired effective 1 December 2018

A
 cquired effective 3 September 2018

S
 pecialises in the distribution of market leading brands
of power transmission components such as driveshafts,
universal joints, propshafts, propshaft components and
centre bearings to the automotive industries.

I mporters and distributors of engineering related
products and consumables, machining tools, as
well as industrial conveyor belting and related
components.

E
 nhanced geographical presence in South Africa and we
are now of the largest suppliers of automotive solutions in
Central and Eastern Europe through the entities situated in
Poland, the United Kingdom, Spain and Ukraine.

E
 xclusive distributor of leading world brands as
well as established house brands.

I nitial profit of R24 million before tax
recognised in 2018
C
 lawback expense provided for in 2019
of R48 million before tax
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Impact on Invicta

International Environment
T
 rade and tariff issues between the USA and China
B
 elt and road initiative by the Chinese government should have positive economic impact for
Africa as it gains momentum
B
 rexit indecision and delay creates further “uncertainty” re UK and Euro zone trade agreements

 ignificant fuel price increases
S
have an impact on earnings, with
fuel representing one of the major
direct overheads costs
 rowth in African performance
G
operations means increased
exposure to currency weakness
from these regions
 he Groups main trading currency
T
is the US Dollar
 anagement use FEC contracts
M
when placing orders to mitigate
currency risk

South African Environment
C
 orruption and policy uncertainty has resulted in negative investor sentiment
C
 urrency volatility
E
 lectricity network instability
Improved sentiment post elections
Inflation relatively low and stable
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LEGEND
0 - 10 MILLION
10 MILLION - 50 MILLION
50 MIL - 100 MILLION
100 MILLION - 200 MILLION
200 MILLION - 500 MILLION
1 BILLION - 5 BILLION
> R5 BILLION

 ian Ann Group’s financial
K
currency is the Singapore
Dollar. The risk of short-term
fluctuations in the Singaporean
Dollars is mitigated as the Group
earns revenue and incurs cost in
Singaporean Dollar. The benefit of
longer decision-making periods
permits a view to be taken on
forward rates.
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Percentage of permanent
employees (%)
98,50%

98,25%

98,00%

2017

2018

2019

5 006

2017

2018

4 046

2019

Total number of employees
trained - including external and intenal
training interventions

2018

2019

2017

2018

Indirect benefits
>> Employees improve their earning potential, thereby benefitting their families and

CSI / Social Economic Development
Corporate Social Investment / Socio
Economic Development
expenditure (Rm)
5,80

CSI / SED
education spend (Rm)

2,48

2017

1,84

2018

2019

1,86

2017

2018

communities

>> Customers and suppliers are better served
>> Improved regulatory compliance and internal controls resulting in a reduction of risk
>> Improved financial results

The Humulani Trusts

4,50

1,90

Training initiatives
>> MerSeta accredited learnerships
>> Apprenticeships
>> Career coaching and mentoring
>> Continuous technical training
>> Various operational and product training on the in-house e-learning portal
>> In-house seminars on soft skills and leadership
>> IT training
>> ISO and Occupational Health and Safety training
>> Bursaries to attend external courses

2019

8,9

596

2017

Year in Review

17,1

10,6
1 310

Strategy

Direct benefits
>> Improved technical, product and market knowledge in the businesses
>> Better employee engagement and culture
>> Retention of skills, expertise and institutional knowledge in the organisation
>> Employees have better knowledge of laws, regulations and procedures
>> Innovation and identification of opportunities
>> Improved processes and efficiency
>> A safer working environment

Rand value
of training spend (Rm)

2 564

Risks and Opportunities

How we invest in the development of our employees

Labour (Group)

4 257

Our Business

Our Human Capital value creation

Corporate Social Investment
Total number of employees
(Including non-permanent)

Governance

2019

The Humulani Employee Investment Trust and the Humulani Empowerment Trust (“The
Trusts”) were established in 2007 and 2011 respectively and is the main conduit for
Invicta’s social investments. The Trusts are funded from dividends from Invicta South
Africa Holdings Proprietary Limited.
Projects are identified and vetted by the independent trustees, who play an active role
in supporting the initiatives.
For more information on the projects supported by the Humulani Trusts and our other
CSI initiatives please visit our website www.invictaholdings.co.za
INVICTA HOLDINGS LIMITED Integrated Annual Report 2019
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Broad-Based Black Economic Empowerment Initiatives
During the financial year, Invicta has embarked on two new
B-BBEE initiatives, known as Africa Maintenance Equipment Kathu
(“AME Kathu”) and Keletso Imara Bindzu Procurement Services
(“KIB”).
These companies are also partially owned by Broad-Based Black
Economic Empowerment employee trusts, aligned with Invicta’s
strategy to empower employees within the Group.
Invicta stands as a pillar support for these Broad-Based Black
Economic Empowerment companies, providing a cross-functional
support structure.

AME Kathu shareholders have taken ownership of the BMG and
Man-Dirk branches in Kathu and the Sishen mine. AME Kathu is
Level 1 Broad-Based Black Economic Empowerment compliant
and a 100% black owned company that supplies engineering
consumables and technical resources to the industry. Leveraging
strong historical contracts, AME Kathu generates a healthy
revenue due to its regional positioning and is resourced with a
collective 480 years’ worth of technical IP and expertise inherited
from BMG.

The company has been formed by a group of professionals with
good experience and wide exposure within sales, mining and
business. The people behind AME Kathu are qualified business
graduates and qualified engineers from renowned universities in
South Africa.

KIB has been incorporated as a young and dynamic company
specialising in procurement optimisation services. KIB aims
to provide highly professional service delivery and product
availability to meet customer expectations. KIB is Level 1 BroadBased Black Economic Empowerment compliant and a 100%
black owned company. It is partially owned and managed by five
individuals with a wealth of knowledge and experience gained
from their prior involvement within the ESG group.
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