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Summary

>  We have made excellent progress in 

implementing a number of key strategies

>  We apply the principles of King III in our 

governance practices

>  Barloworld Limited achieved an overall 

B-BBEE Level 2 rating from Empowerdex

>  We affirm our stated ambition to raise 

awareness of key environmental issues and 

to lead in sustainability

Dumisa Ntsebeza
Chairman
14 November 2011

Dear Stakeholder

Overview
I am pleased to share my review of the year as 

Barloworld’s Chairman, and to report on the 

considerable progress we have made throughout 

the group this year, which culminated in a 120% 

increase in headline earnings per share from 

continuing operations.

This is my fifth report and I am proud of the fact that 

we have made excellent progress in implementing a 

number of key strategies including the acquisition 

of the remaining 50% of our Russian Caterpillar 

dealership. This, together with many other initiatives, 

will provide an excellent platform for growth over 

the next few years. 

After a difficult period during 2009 and 2010 in the 

aftermath of the global financial crisis, the company 

emerged from the recession stronger than ever. 

During those challenging times we honed our 

management practices, improved asset efficiency 

and focused on implementing our core strategies. 

Chairman’s letter to stakeholders
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We declared a total dividend for the 
year of 155 cents, a 107% increase. 
This indicates our commitment to 
shareholders and the confidence the 
board has in sustaining the group’s 
strong performance into 2012.

We continued to deliver market leadership gains in 

most businesses through providing differentiated 

customer solutions which will serve as the 

foundation for sustainable, profitable growth and 

solid financial returns. 

To achieve our strategic objectives, the company 

continues to build relationships with all its 

stakeholders and ensure alignment of our business 

objectives with those of our stakeholders, including 

the Government’s growth strategy for South Africa. 

The corporate vision to which we have committed is 

encapsulated in the term “20153”. While dependent 

to some extent on global economic growth and the 

strength of commodity demand, this vision aspires 

to create significant incremental value for all our 

stakeholders by 2015 from a 2010 baseline year. 

This goal is clearly aligned with our philosophy of 

stakeholder value creation. Our vision has clear and 

specific operational objectives and the goals are 

aligned with our Key Performance Indicators. With 

dedicated leadership and the strong will of all our 

employees I have no doubt we will achieve the 

demanding targets we have set. 

Economic environment
Eurozone uncertainty has hampered global economic 

recovery and has heightened the risk of a double-dip 

recession. This impacted activity levels in Iberia in 

particular. 

Economic growth in South Africa, while positive, was 

slightly below expectation and resulted in a slightly 

less favourable environment for our local businesses.

While southern African mining activity recovered 

strongly during the year, construction sector demand 

remained relatively muted. The territories with 

significantly increased mining revenues included 

South Africa, Mozambique, Zambia and Botswana. 

Economic growth and mining activity in Russia was 

strong, with increasing revenues also in construction, 

power systems and forestry. 

Dividend
In line with our policy of 2.5 to 3 times dividend cover, 

we declared a total dividend for the year of 155 cents, 

a 107% increase. This indicates our commitment to 

shareholders and the confidence the board has in 

sustaining the group’s strong performance into 2012.

Divisional overview
The Equipment division performed well and is 

positively positioned for future growth across our 

existing territories in southern Africa and Russia. 

The Iberian industry has suffered through the 

Eurozone crisis, but action is being taken to reduce 

the cost base and position the business for profitability 

as the cycle turns. We are also growing our global 

power systems business from the strength of our 

Iberian base.

The Automotive and Logistics division, coming off a 

record year in 2010, performed well in a competitive 

trading environment. The logistics business was 

integrated into the Automotive division and this is 

progressing well. There is still considerable 

opportunity for the expansion of our logistics 

business in southern Africa, including territories 

such as Mozambique, and plans are in place to 

achieve this. 

The Handling division generated a significant positive 

turnaround during the current year. Southern Africa 

delivered a good performance in agriculture in 

particular, while the European and United States 

handling businesses delivered substantially improved 

results.
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Skills and people
Our primary competitive advantage is generated 

through our people. It is therefore very important 

that we respond to our business strategy by creating 

an aligned human resources (HR) strategy that 

focuses on delivering the right HR skills, structure 

and priorities to achieve our objectives. We are 

committed to maintaining this through skills 

development and training as well as high employee 

engagement scores.

We have delivered numerous successes since 

opening our Leadership Development Centre at 

Barlow Park in 2008 and also continue to invest 

heavily in technical skills training across the group. 

Barloworld Equipment’s Technical Training Centre 

provides around 2 000 learnership interventions 

every year for the southern African region. 

Corporate citizenship 
Barloworld has historically played a central role in 

providing business acumen, leadership and 

facilitation in relation to broader societal and 

government initiatives in South Africa. As a proactive 

organisation, we would like to continue to elevate 

this corporate citizenship role in the years ahead. 

It is our ambition that Barloworld should assist 

government organisations in the areas in which we 

operate, by transferring much-needed skills and 

knowledge. More specifically, we would like to see 

the transfer of technical and commercial skills in 

order to uplift systems and maximise effectiveness in 

addressing key challenges. With the necessary will 

on both sides, we can cultivate a partnership with 

government with a view to our assisting with job 

creation, commercial management techniques for 

state-owned enterprises, and infrastructure project 

management. 

Our South African operations target 1% of their 

profits after tax for corporate social investment. 

We continue to focus on upgrading and improving 

access to education, as well as supporting corporate 

initiatives and programmes that are spearheaded by 

our employees. These include empowerment of 

women, HIV education and care for HIV orphans, 

sports initiatives for previously disadvantaged youth, 

and awareness of disabilities.

Our enterprise development initiative, Barloworld 

Siyakhula, continues to identify entrepreneurial 

projects to support and we expect to initiate a 

number of new projects in the year ahead.

BEE and transformation
For the past few years our commitment has been 

to lead in empowerment and transformation. I am 

pleased to report that as a group we have achieved 

the target we have set ourselves of becoming a Level 

2 or 3 contributor under the dti Broad-Based Black 

Empowerment (B-BBEE) Codes. For 2011, Barloworld 

Limited achieved an overall Level 2 rating from 

Empowerdex which was extremely pleasing.

Barloworld Limited achieved 
an overall B-BBEE Level 2 
rating from Empowerdex.

In terms of the new Companies Act, we have 

established a Social, Ethics and Transformation 

Committee with expanded terms of reference to 

cover statutory and various other functions, such 

as stakeholder engagement, socio-economic 

development, corporate citizenship and consumer 

relations. This Committee will assist the board in 

adopting a holistic approach to transformation and 

complying with relevant legislation and best 

practice in territories where we operate. 

Transformation both at board level and within our 

divisions has made steady progress, with each of 

the divisions having a comprehensive plan to 

achieve their internal targets and make further 

improvements from year to year.

Sustainable development
We affirm our stated ambition to raise awareness of 

key environmental issues and to lead in sustainability. 

Additionally, we are mindful of our role in propagating 

environmental awareness throughout the value chain 

and outside of our organisation. This means, not only 
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supplying sustainable solutions to our customers but 

also encouraging best practice and embedding 

environmental policies with all our stakeholders.

We have made good progress against our 

aspirational energy and emission efficiency 

improvement targets during the year, and also 

focused on water conservation. Avis Rent a Car 

South Africa continued with its CarbonNeutral® 

accreditation and has secured this status for 

a further two years. 

Barloworld takes a proactive stance with regard to 

the global sustainable development agenda. We 

have hosted two briefing sessions on climate change 

and the negotiations in the build-up of COP 17 in 

Durban and will sponsor a meeting facility at the 

venue. We are also participating in the COP 17 CEO 

Forum and initiatives.

Having been a signatory to South Africa’s Energy 

Efficiency Accord in 2005, Barloworld will sign the 

NBI’s Energy Efficiency Leadership Network Pledge 

which includes driving improvement of energy 

efficiency in our company aligned with appropriate 

government policies and strategies.

Board and governance
We have applied the principles of King III and 

continue to further entrench the recommended 

practices into our governance systems. In light of 

this, while the overall board composition remains 

unchanged, a number of appointments have been 

made to bolster the various board committees.

The new Companies Act came into effect in May 

2011 and we have taken appropriate steps to ensure 

compliance with its requirements. 

We will continue to consider the size, balance and 

composition of our board in the context of both 

appropriately representing South African society as well 

taking account of our international business interests.

Outlook
We will continue to work towards our 20153 vision 

and are confident of the strategic plan which has 

been put in place to achieve our targets.

We have practised prudent management of our 

businesses during the downturn which has 

strengthened our financial position, reduced our 

cost base and positioned us well for the future.

As a consequence, we are well positioned to 

enhance the value of our product and service 

offerings into our chosen segments and expect to 

maintain the positive momentum into the new 

financial year. 

Appreciation
My sincere appreciation goes to the group CEO, 

Clive Thomson, and his executives who I believe are 

the highest calibre management team any leader 

could wish for. They have worked tirelessly to 

achieve the company’s goals and position the group 

for even greater success in the years ahead.

My sincere thanks also go to the Barloworld board 

and committees for their guidance, support and 

commitment. 

Finally, I wish to express my appreciation to our 

shareholders for putting their faith in us, and for 

supporting the company. I would also like to thank 

our other stakeholders, including customers, 

principals, employees and communities where we 

operate, without whose partnership we would not 

have achieved our success to date. We look forward 

to continuing to work with you to create sustainable 

value for all.

Barloworld has historically played a 
central role in providing business 
acumen, leadership and facilitation 
in relation to broader societal and 
government initiatives in South 
Africa. As a proactive organisation, 
we would like to continue to elevate 
this corporate citizenship role in the 
years ahead. 
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Summary

>  The group produced a strong  
performance for the 2011 financial  

year with HEPS from continuing operations  

up 120%.

>  We acquired the remaining 50% of 

our Russian Caterpillar dealership for 

US$52 million (R361 million) and the 

business has delivered well ahead  
of expectations.

>  We have entered into preliminary confidential 

discussions with Caterpillar for the possible 

acquisition of Bucyrus distribution rights in 

our existing dealership territories. 

>  We expect to be able to maintain the 
positive momentum into the new 

financial year.

Overview
The global demand for commodities, led by China, 

which started in the latter part of our 2010 financial 

year, continued strongly in the current year. While 

developed economies have shown little growth 

during the period, growth in emerging economies 

has been much stronger and resource intensive. 

The group produced a very strong performance in 

the current year with operating profit of R2 289 

million being up 51%. Headline earnings per share 

from continuing operations of 465 cents are 120% 

above the 212 cents earned in 2010. The total 

dividend for the year of 155 cents is 107% up on 

the prior year.

Strategic developments
Progress was made on a number of important 

strategic transactions which position the group for 

future growth and reallocate capital to higher 

returning businesses.

We acquired the remaining 50% of our Russian 

Caterpillar dealership for US$52 million 

(R361 million) effective 1 October 2010 and the 

business has delivered well ahead of expectations. 

Chief Executive’s review

CB Thomson
Chief executive
14 November 2011
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The disposal of car rental Scandinavia was successfully 

concluded with the receipt of the final balance owing 

of R174 million by mid-December 2010.

The sale of the loss-making Logistics African and 

Asian non-corporate trader businesses was 

completed on 28 February 2011. Following the 

transaction we took a decision effective 1 May to 

integrate our Automotive and Logistics divisions and 

this has progressed well.

The transaction between Caterpillar Inc. and Bucyrus 

International closed in July 2011. We have entered 

into preliminary confidential discussions with 

Caterpillar with a view to the possible acquisition of 

Bucyrus distribution rights and assets in our existing 

dealership territories. We are still in the early stages 

of this process and are not in a position to estimate 

with any accuracy how this could affect our future 

cash flows and profitability.

We launched our “20153 driven by you” vision and 

strategy at our global leaders meeting in March 

2011. This outlines ambitious plans and targets to 

deliver significant value to all our stakeholders over 

the period to 2015.

Operational review
Equipment 
Southern Africa
The increased activity levels reported in the first 

half of the year, and driven mainly by mining and 

contract mining demand, accelerated in the second 

half of the year on the back of strong commodity 

prices. Revenue for the year of R12.6 billion was 

50% up on 2010.

Due to a number of significant contract awards, the 

current year represented a record for the sale of 

large mining equipment which in unit sales 

surpassed the previous high set in 2008.

South Africa remains the largest source of revenue 

in the region based on coal and iron-ore mining. 

Mozambique has emerged as the second-largest 

contributor to revenue following the deliveries to 

Vale and contract miners for the Moatize and 

Riversdale coal projects, respectively. Zambia 

produced good revenue growth supported by 

strong global copper demand while revenue in 

Botswana more than doubled in response to 

improved diamond-mining activity. Revenue in 

Angola which declined significantly in 2010 

showed a solid increase in the current year 

following recent government attempts to stimulate 

the economy through infrastructure development.

The construction sector in South Africa remains 

subdued with some activity coming from public 

corporations such as Eskom and SANRAL as well 

as the mining sector.

The overall performance was boosted by good 

after-sales revenues. This contributed to a pleasing 

improvement in the operating margin for the year 

to 9.8% which was strongly up on the prior year 

(8.7%). 

Iberia
The sovereign debt crisis in the Eurozone and the 

fiscal austerity measures introduced in both Spain 

and Portugal to reduce their budget deficits have 

severely impacted these economies, in particular the 

investment in public works and construction.

DIVISIONAL REVENUE
(R million)
 

���Equipment
�  Handling

���Automotive and Logistics
�  Corporate

26 415

18 687

4 709 12

Progress was made on a number 
of important strategic transactions 
which position the group for future 
growth and reallocate capital to 
higher returning businesses.
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Chief Executive’s review continued

The Spanish economy has been in a state of limbo 

ahead of the general elections in November and, 

while the economy is not yet officially back in 

recession, domestic demand continues to decline. 

The equipment market in Spain has suffered a 

further decline in the current year and is estimated 

to have decreased by over 90% since 2007. Against 

this backdrop, Iberian revenue in Euro terms 

dropped by a further 6% in the current year.

Corrective action to further realign the cost base 

with lower activity levels was necessary in both Spain 

and Portugal with restructure costs of €7.5 million 

(R71 million) being incurred, including €0.6 million 

to rationalise the short-term rental business. The 

rental fleet (in particular the non-Caterpillar allied 

component) has also been dramatically reduced to 

ensure improved utilisation rates. 

The management team has, however, produced 

some noteworthy successes. Importantly, our market 

share in Spain has been steadily rising on the back 

of the strength of our aftermarket support for 

customers and the durability of the Caterpillar 

machines. 

While the firm order book at September 2011 of 

€250 million is significantly up, it includes two large 

package deals recently awarded and belies the 

general underlying market weakness. The power 

systems business in Iberia still shows life, particularly 

in the electric power generation segment, while 

the marine market has declined following cuts 

in government subsidies to the Spanish shipping 

industry.

Russia
The timing of the acquisition of the remaining 

50% of the Russian operations proved opportune. 

Revenue for the year of US$374 million was 81% up 

on the prior year, being strongly driven by mining as 

well as a recovery in construction. 

A pleasing aspect of the current year’s performance 

was the continued increase in parts revenue. Current 

year revenue was 45% ahead of the prior year 

(which, in turn, showed a similar increase in 2010). 

The success in growing the machine population in 

Russia would now appear to be driving profitability 

as this young dealership shows signs of the more 

mature Caterpillar business model.

The power business – which benefited from the 

introduction of new management – generated a 

significant increase in revenue driven by sales into 

the electric power and mining segments.

The total operating profit after amortisation of 

intangibles of US$32.8 million for the year was 

almost three times that generated in 2010, while 

the operating margin of 8.8% was a pleasing 

achievement for a dealership in the early stages 

of its development.

Automotive and Logistics
The newly combined division – which accounts for 

a sizeable part of total group revenue – generated 

an 8% revenue increase in the current year.

Car rental
Avis Rent a Car increased revenue by 4% compared 

to 2010, a year which included the FIFA World 

Cup™. Rental days increased by 2%, however, 

rental-related revenue was down by 3% as 

competition for market share intensified. Operating 

profit for the business was below the prior year due 

to the abnormal used-vehicle profits earned in 2010 

ahead of the FIFA World Cup™. The second half of 

this year generated a pleasing operating profit 

slightly ahead of the same period in the prior year. 

DIVISIONAL OPERATING PROFIT
(R million)
 

���Equipment
�  Handling

�  Automotive and Logistics
�  Corporate

911

1 352

72 (46)
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Motor retail
Revenue in Motor Retail southern Africa increased 

by 14%, in line with industry growth for new 

passenger car sales. Operating profit improved as a 

result of increased new vehicle sales and improved 

finance and insurance profitability.

Motor Retail Australia generated an operating 

profit of R100 million which was 22% up on 2010, 

notwithstanding industry sales in Australia being 

4% down. Our Volkswagen dealerships, in 

particular, generated a strong performance. 

Fleet services
Avis Fleet Services increased revenue by 15% by 

growing the fleet under management by 27% and 

the finance fleet by 4%. However, interest margins 

in the current low interest rate environment 

remained under pressure.

Logistics
Logistics generated an operating profit of 

R27 million for the year compared to a profit of 

R10 million in 2010. The southern African business 

continued to be plagued by lower volumes in the 

building and construction industry, but saw some 

improvement in the mining, consumer goods and 

furniture segments. The international businesses 

generated some improvement in activity, but 

over-capacity in the airfreight market has resulted 

in a reduction in air rates, especially from Asia to 

Europe. 

Handling
This has been a recovery year for the Handling 

businesses. Revenue for the year is well up on 

2010 with the most notable growth in Belgium, 

The Netherlands as well as the SEM and agriculture 

businesses in southern Africa. Short-term hire 

revenue was 18% up on the prior year, with 

double-digit increases achieved in all territories.

The division returned to profitability in the current 

year, generating an operating profit of R72 million 

compared to a loss of R3 million in 2010. All 

territories except for the US and the nascent 

agriculture businesses in Mozambique and Siberia 

were profitable at the operating level. The 

South African agriculture business in particular 

generated strong growth in profitability, boosted 

by a 35% increase in equipment sales.

Funding
The group once again produced a positive inflow of 

funds for the year of R946 million notwithstanding 

the payment of R361 million to acquire the 50% 

shareholding in the Russian equipment business 

and working capital demands in the wake of strong 

growth in our mining territories. Net debt of 

R4 489 million (2010: R5 049 million) is well below 

the prior year and the group’s financial position is 

strong. 

The remaining balance outstanding on corporate 

bond BAW1 of R1 270 million was repaid in July 

2011 and long-term debt at year-end comprises 

76% of total debt. Cash and cash equivalents at 

30 September 2011 were R2 754 million, 

R826 million higher than last year.

Sustainable development and 
transformation
In line with our integrated approach to creating 

value, we continue to entrench sustainable 

development in our strategic planning and 

value-creation activities. 

Tragically there were two work-related fatalities 

during the year and several actions have already 

been taken to improve safety processes and training.

Our medium-term focus is on improving energy and 

emission efficiency as well as more efficient water 

consumption. In 2009 we set an aspirational target 

of a 12% non-renewable energy and greenhouse 

The group once again produced a 
positive inflow of funds for the year 
notwithstanding the payment to 
acquire the remaining 50% 
shareholding in the Russian 
equipment business.
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gas (GHG) emissions efficiency improvement by end 

2014 off a 2009 baseline year. We have made good 

progress towards these goals with a 3% reduction in 

energy consumption and a 6% year-on-year 

reduction in GHG emissions.

Empowerment and Transformation is one of our key 

strategic focus areas and measureable annual targets 

have been put in place. In the annual assessment by 

Empowerdex and Financial Mail of South Africa’s Top 

Empowerment Companies, Barloworld currently 

leads the general industrial sector. In this regard, 

each of our South African business units has 

improved its B-BBEE score over 2010 and all of our 

South African businesses have now achieved a 

Level 2 rating, with the exception of one that 

retained their Level 3 rating. Barloworld Limited 

received an overall Level 2 rating from Empowerdex 

which improved from Level 3 last year. 

Outlook
The outlook will be affected by the ability of policy 

makers to find a solution to the Eurozone debt crisis 

and the restoration of financial stability in that 

region. It also requires the governments of 

developed economies managing and controlling 

their ballooning public debt levels.

Equipment southern Africa goes into the new 

financial year with a firm order book of R5.2 billion, 

mainly in mining and contract mining. While 

commodity prices have declined in recent months, 

we have not seen any slowdown in mining activity 

as prices remain at levels favourable for mining 

investment and production. The major challenge 

facing us will be securing the equipment in the wake 

of increasing Caterpillar lead times due to rising 

demand for mining equipment globally. 

We are not forecasting any recovery in the Iberian 

machine industry in the year ahead but activity will be 

assisted by the commencement of deliveries in 2012 

of the large package deals in our closing order book. 

Nonetheless, we are planning to take further action 

to align workforce levels with the current depressed 

state of the market. The overhead structure of the 

business has already been substantially reduced but 

requires further streamlining to position the business 

to return to acceptable levels of profitability once the 

market recovers. 

In Russia, the firm order book is slightly down on the 

prior year but activity levels remain strong. While we 

are expecting continued growth in 2012, it will be at 

a slower rate than the current year.

Avis Rent a Car is expected to maintain the current 

momentum, despite the competitive trading 

environment. The business will continue to focus on 

improving rates, maintaining high fleet utilisation 

and maximising used-vehicle profits on ex-fleet 

vehicles. 

The South African car market will continue to grow 

in 2012 albeit at a slower pace as the disposable 

income of households remains under strain. The 

weakening rand is likely to create some pressure on 

manufacturers to increase prices following the 

relative price stability in 2011. Our Australian 

business is expected to maintain its good 

performance.

Avis Fleet Services will see further growth in the fleet 

under maintenance as well as the finance fleet. 

There are currently a number of large tenders 

awaiting adjudication which could materially impact 

revenues.

Logistics is expected to benefit from the divisional 

integration and the internal focus on improving 

volumes and margins across all businesses.

Activity in the handling business in Europe and the 

US will be driven by economic growth in these 

regions. Recent economic data out of the US are 

mixed. The agriculture business in southern Africa 

should continue to benefit from strong food prices 

and we will continue to grow this business in other 

southern African countries as well as Russia.

We expect to be able to maintain the positive 

momentum into the new financial year. This will 

benefit trading in the first half of 2012, while 

growth in the second half will be slower due to the 

higher base. Overall we expect to make solid 

progress in the year ahead.


