about this report

Scope, boundary and reporting cycle
Oceana Group Limited’s 2012 Integrated Report provides material information
relating to the group’s strategy, governance practices and performance for the
financial year ended 30 September 2012. The report covers the full business
operations of the group, which comprises subsidiaries in the fishing and
commercial cold storage industries in South Africa and Namibia.
This is Oceana’s second integrated report that has been produced in line with the
expectations of the King III Report on Corporate Governance. The report provides
a concise and balanced account of the group’s performance and approach to
addressing those financial, social, economic, environmental and governance issues
that have an impact on the long-term success of the business. Although targeted
primarily at the group’s shareholders, analysts and investors, the report will be of
interest to all stakeholders who wish to make an informed assessment of the
group’s ability to create value over the short, medium and long term.
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The report focuses primarily on the main operations and activities that contribute
to Oceana’s performance, namely, canned fish and fishmeal; lobster, squid and
French fries; horse mackerel and hake; and commercial cold storage.

OCEANA
Striving to be a leader in empowered
fishing and commercial cold storage

Unless otherwise stated, all performance data is for the 12-month period ended
30 September 2012, and relates to all of the group’s South African and Namibian
operations, including Blue Atlantic Trading and Etosha Fisheries. The B-BBEE
assessment, as well as the employment equity statistics, excludes non-South
African companies and Blue Atlantic Trading. There has been no significant
change to the group’s organisational structure since 2011, nor were there any
significant restatements of data during the year; any significant data restatement
has been indicated.
Reporting principles

Oceana Group Integrated Report 2012

In preparing this report, Oceana applied the principles contained in the King III
Report on Corporate Governance, the JSE Listings Requirements, International
Financial Reporting Standards and the Companies Act, No 71 of 2008. The report
also draws on the guidance provided in the Discussion Paper, Towards Integrated
Reporting, issued by the International Integrated Reporting Council. Detailed
commentary has been provided to explain the reasons for certain principles in
King III not being complied with fully.
External audit and assurance
An independent audit of the group’s annual financial statements was performed by
Deloitte & Touche. The broad-based black economic empowerment scorecard
information was verified independently by Empowerdex. The carbon footprint
data was compiled independently by Global Carbon Exchange and verified by
Promethium Carbon. The rest of this integrated report has not been subjected to
independent audit or review. Information reported, other than that mentioned
above, is derived from the group’s own internal records and from information
available in the public domain.
Please address any queries or comments on this report to jillianm@oceana.co.za
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GROUP HIGHLIGHTS

2012
R’000

2011
R’000

%
Change

OPERATING RESULTS
Revenue
Operating proﬁt before abnormal items
Headline earnings

4 647 951
711 025
456 158

3 657 196
512 689
333 210

27
39
37

FINANCIAL POSITION
Total assets
Net assets

2 568 728
1 584 540

2 022 996
1 358 428

27
17

Cents
per share
455,7
419,8
301,0
1,5
1 581,1

Cents
per share
333,7
312,7
220,0
1,5
1 359,3

37
34
37

PERFORMANCE
Headline earnings – basic
Headline earnings – diluted
Dividends
Headline dividend cover (times)
Net asset value

ECONOMIC
•

Oceana was listed as the 18th Top Performing Company in South Africa in a Financial Mail Special Edition.

•

Lucky Star was ranked 2nd in the Tinned Food category for a third consecutive year, and 8th in the Overall
Favourite Brand category in the annual Sunday Times/TNS Top Brands Survey.

•

Oceana’s market capitalisation topped R6,4 billion (2011: R4,5 billion).

ORGANISATIONAL
•

Oceana’s broad-based black economic empowerment (B-BBEE) score improved marginally and the group
maintained its status as a black owned and black controlled level 2 B-BBEE contributor, which was verified
by independent accredited rating agency, Empowerdex.

•

Oceana was listed as the 4th Most Empowered Company on the JSE Limited in a Financial Mail Special
Edition.

•

The group completed and implemented a corporate brand realignment strategy to improve overall brand
positioning and stakeholder management.

•

A group-wide roll-out of the Oceana corporate values was implemented and completed.

ENVIRONMENTAL
•

Oceana was included in the JSE’s Socially Responsible Investment (SRI) Index for eight consecutive years and
published its Carbon Footprint Report.

•

Oceana received a Gold award for its conclusion in the Carbon Disclosure Leadership Index (CDLI).

•

Oceana became a signatory to the United Nations Global Compact in South Africa.

•

Oceana became a signatory to a joint declaration on action for wild marine fisheries initiated by the
Prince’s Charities International Sustainability Unit and spearheaded by the heir to the British throne, His
Royal Highness Prince Charles.

•

Oceana’s fishmeal and fish oil operations were certified as responsibly sourced and supplied by the
International Fishmeal and Fish Oil Organisation (IFFO).

SOCIAL
•

Oceana proudly launched the Oceana Foundation through which all future funding for corporate social
investment (CSI) projects will be directed.

•

Oceana invested a total of R5,2 million in projects focused on education and food security in the local
communities in which it operates during 2012.

•

Oceana increased the number of permanent employees from 1 711 in 2011 to 1 849 in 2012.

•

Significant value was created through the Khula Trust for the 2 056 employee beneficiaries.
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OPERATING SEGMENTS’ REPORT

2012
R’000

BUSINESS SEGMENT

2011
R’000

%
Change

2012
R’000

2011
R’000

%
Change

Operating profit2
318 941
171 761
29 538
13 399
296 578
273 795
65 968
53 734
711 025
512 689

86
120
8
23
39

Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Total

2 582
350
1 435
279
4 647

Revenue1
636
1 981
443
286
082
1 170
790
217
951
3 657

722
574
907
993
196

30
22
23
28
27

Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Financing

1 362
95
427
241
419
2 545
23
2 568

Total assets
685
789
680
136
057
319
002
214
117
549
541
2 009
187
13
728
2 022

994
782
370
342
304
792
204
996

72
(30)
34
12
(24)
27
76
27

515
44
220
60
52
893
41
935

Capital expenditure
16 253
47 726
5 477
7 654
16 963
29 027
31 053
41 581
69 746
125 988

(66)
(28)
(42)
(25)
(45)

20
5
27
32
86

Deferred taxation
Total

Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Total

2012
R’000

REVENUE PER REGION3

South Africa and Namibia
Other Africa
Europe
Far East
Other
Total

1

3 097
880
381
251
36
4 647

Depreciation
588
20
507
4
940
25
305
27
339
77

106
(26)
3
39
237
54
0
50

160
370
201
478
209

2
26
11
18
12

2011
R’000

Revenue1
288
2 453
734
690
716
205
807
260
406
47
951
3 657

295
811
066
282
742
196

26
27
86
(3)
(24)
27

Revenue excludes inter-segmental revenues in South Africa and Namibia which are eliminated on consolidation amounting to: Canned fish and fishmeal R0,3 million
(2011: Rnil), Horse mackerel and hake R27,3 million (2011: R41,9 million), Commercial cold storage R30,5 million (2011: R31,7 million).

2

Operating profit is stated before abnormal items.

3

Revenue per region discloses the region in which product is sold.

REVENUE PER BUSINESS SEGMENT (R billion)

OPERATING PROFIT PER BUSINESS SEGMENT (R million)
Canned fish and fishmeal

Canned fish and fishmeal
2012

2,58

2012

318,9

2011
45,0

1,98

2011
45,0

171,8

Lobster squid and French fries

Lobster squid and French fries

2012

0,35

2012

29,5

2011

0,29

2011

13,4

Horse mackerel and hake

Horse mackerel and hake
2012

1,44

2012

296,6

2011
45,0

1,17

2011
45,0

273,8

Commercial cold storage

0

Total liabilities
752
250 063
808
60 169
055
212 653
456
43 493
572
15 598
643
581 976
843
41 669
486
623 645

Commercial cold storage

2012

0,28

2012

66,0

2011

0,22

2011

53,7

0,5

1,0

1,5

2,0

2,5

3,0

0

50

100

150

200

250

300

350
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GROUP PROFILE

INCORPORATED

1918

Incorporated in 1918, Oceana Group is the largest fishing company in South Africa, and an
important participant in Namibia’s fishing industry. It is listed on both the Johannesburg (JSE)
and Namibian Stock Exchange (NSX).
Oceana employs more than 3 000 people in both South Africa and Namibia.
Oceana is a majority black-owned company and a level 2 B-BBEE contributor.
The group’s key divisions are: Lucky Star; Blue Continent Products; Oceana Lobster, Calamari
Fishing, Lamberts Bay Foods; and CCS Logistics (Commercial Cold Storage in Namibia).

TOTAL NUMBER OF
PERMANENT EMPLOYEES

1 849

Its core fishing business is the catching, processing, marketing and distribution of canned fish,
fishmeal, fish oil, lobster, horse mackerel, squid and hake. Oceana products are sold and consumed
in many African countries, the Far East, European Union (EU), USA and Australia.
Oceana has interests in the Namibian horse mackerel midwater trawl industry, as well as in
a pilchard cannery and cold storage facility in Walvis Bay.

LISTED ON

JSE & NSX

KHULA TRUST
SHAREHOLDING

11,8%

The cold storage business provides public refrigerated warehouse facilities with operations in
Cape Town, Durban, Johannesburg and Walvis Bay. Now in its 41st year, the company’s storage
capacity has grown to more than 110 000 pallet positions.
Oceana is committed to and supports responsible fishing practices. All of its commercial fishing
rights fall within the Green category of the Southern African Sustainable Seafood Initiative (SASSI)
consumer list.
Oceana is a member of the Responsible Fisheries Alliance (RFA), which is a partnership with WWF
(World Wide Fund for Nature) and other large-scale commercial industry players, namely, Oceana,
I&J, Sea Harvest and Viking Fisheries to enhance an ecosystems approach to fisheries management.
Its Lucky Star range of canned fish and Lucky Pet products are all predator friendly, and the
South African hake trawl fishery is certified by the Marine Stewardship Council (MSC).
Oceana’s fishmeal and fish oil plants are certified by the IFFO.

OWNERSHIP PROFILE
OCEANA SHAREHOLDER

NUMBER OF SHARES HELD

PERCENTAGE OF TOTAL
ISSUED SHARES

Tiger Brands

44 699 463

37,4

Brimstone

20 096 755

16,8

Khula Trust

14 099 383

11,8

Other

40 533 556

34,0

Total

119 429 157

100,0

SEE www.oceana.co.za FOR MORE DETAILS
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MISSION, VALUES AND OBJECTIVES

MISSION

STATEMENT

To be the leading empowered fishing and commercial cold storage company in Africa:
•

responsibly harvesting a diverse range of marine resources

•

efficiently producing relevant products for global markets

•

actively developing the potential of all employees

•

positively assisting less privileged communities in which the company operates

thereby consistently providing superior returns to all stakeholders.

VALUES
•

Oceana’s people and their performance are important to the group

•

Oceana is an integral part of the communities in which it operates

•

The planet is Oceana’s home and the responsible management of the marine
environment is critical to its future

•

Oceana’s reputation is an asset

•

Oceana’s customers and suppliers are its partners

•

Oceana’s performance rewards its shareholders’ expectations

KEY GROUP

OBJECTIVES
•

Secure and expand the group’s fishing rights by being an industry-leading
steward of the marine resources allocated to it

•

Maintain the performance of the group’s management and staff

•

Maintain an independently accredited B-BBEE level 2 rating

•

Ensure the long-term sustainability of the group’s operations in accordance
with the expectations of its customers and investors

•

Protect and enhance the reputation of the group and its brands

•

Achieve growth in headline earnings per share (HEPS) and deliver superior
returns to shareholders
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GROUP AT A GLANCE

CANNED FISH AND FISHMEAL

CANNED FISH: South Africa, Namibia, Botswana, Lesotho, Swaziland, Zimbabwe,
Zambia, Malawi, Angola, United Kingdom, France, Mauritius, Ghana and Sri Lanka
FISHMEAL AND FISH OIL: South Africa, Nigeria, China, Germany, Turkey/Israel,
Denmark, Greece, Australia, Spain, England and Taiwan

REVENUE

OPERATING PROFIT

LOBSTER, SQUID AND FRENCH FRIES

LOBSTER: Australia, China, France, Greece, Hong Kong, Italy, Japan, Switzerland,
Taiwan, USA
SQUID: Greece, Ireland, Italy, Japan, Spain
FRENCH FRIES: South Africa

REVENUE

before abnormal items

R2,58 billion
2011: R1,98 billion

R318,9 million
2011: R171,8 million

LUCKY STAR
PRODUCTS
• Canned ﬁsh: Lucky Star and Lucky Pet products
• Fishmeal and ﬁsh oil
CANNED FISH
• Canned ﬁsh is a key protein choice of Southern African consumers,
consumed in 2,6 million meals daily
• Canned pilchards are marketed and sold under the Lucky Star,
Seafarer and Seafare brands in South African and other African
markets
• Canned tuna, sardines, jack mackerel and mackerel are marketed
and sold under the Lucky Star brand in South Africa
• Canned and dried cat food are marketed in South Africa under the
Lucky Pet brand
• Canned pilchards are marketed under the Glenryck brand in the UK
• Largest EU-accredited canner of pilchard in South Africa
• Own ﬂeet consists of three steel refrigerated seawater vessels in
South Africa (to be increased to four in 2013) and three in Namibia
• Holds supply contracts with local and offshore canners
• Healthy and affordable product endorsed by the Heart and Stroke
Foundation and Diabetes SA
• The Lucky Star brand was ranked the 8th most favourite brand
overall in South Africa and 2nd in the tinned foods category in the
2012 Sunday Times/TNS Top Brands survey
FISHMEAL AND FISH OIL
• Anchovy, redeye herring and associated by-catch and cannery
off-cuts reduced to ﬁshmeal and oil
• Fishmeal is used for animal and aquaculture feeds, and also in the
chemical industry
• Products are sold into the local and global export markets
• Eight vessels, wholly owned, co-owned or with joint ventures and
four contracted vessels
• Resources are sustainably harvested and in a healthy condition
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OPERATING PROFIT
before abnormal items

R350,4 million
2011: R286,6 million

R29,5 million
2011: R13,4 million

OCEANA LOBSTER; CALAMARI FISHING;
LAMBERTS BAY FOODS
PRODUCTS
• West and south coast rock lobster
• Squid
• French fries
LOBSTER
• Major supplier of live and frozen west coast rock lobster to
Far Eastern and European markets
• Supplier of live and tailed south coast lobster to European and
US markets
• Stable demand for lobster in Asia, especially China
• Only supplier in South Africa to develop nitrogen-frozen sashimi
grade lobster for the Japanese market
• Operates nine west coast vessels and one on the south coast
• Two dedicated live and frozen lobster facilities
• Contracts with independent rights holders
SQUID
• Fleet of ﬁve freezer vessels, and contracts with independent
vessel owners
• Packing and cold storage facilities in Port Elizabeth
• Operates individual quick-freeze packing facilities on board vessels
• Produces squid for export, mainly to Spain and Italy
FRENCH FRIES
• Factory situated in Lambert’s Bay – one of only three French fries
factories in South Africa
• Largest single employer on the west coast north of St Helena Bay
• Supplies growing segment of quick service restaurants (QSR)
• Marketed under various house brands, including Gold Seal and
the QSR brands
• National sales and marketing infrastructure

HORSE MACKEREL AND HAKE

HORSE MACKEREL: Angola, Cameroon, DRC, Mozambique, Namibia, South Africa, Zambia,
Zimbabwe
HAKE: Australia, France, Italy, Korea, Netherlands, Portugal, Spain

REVENUE

OPERATING PROFIT

COMMERCIAL COLD STORAGE

COLD STORAGE: Namibia, South Africa

REVENUE

OPERATING PROFIT

before abnormal items

R1,44 billion
2011: R1,17 billion

R296,6 million
2011: R273,8 million

before abnormal items

R279,8 million
2011: R218,0 million

BLUE CONTINENT PRODUCTS

CCS LOGISTICS

PRODUCTS

SERVICES

• Horse mackerel
• Hake
HORSE MACKEREL
• Product is in high demand as an important source of protein in
domestic and foreign markets, including South Africa, Namibia,
Cameroon, Angola, Mozambique, Democratic Republic of Congo,
Zambia and Zimbabwe
• Fleet of four horse mackerel trawlers – three in Namibia and one
in South Africa
• Resource stocks in South Africa and Namibia are healthy
HAKE
• Four hake freezer trawlers; one hake longline vessel was sold during
the year
• International markets include France, Spain, Portugal, the
Netherlands, Australia, Korea and Italy
• Resource stocks are healthy, and accredited by the MSC

•
•
•
•

R66,0 million
2011: R53,7 million

Cold storage
Fruit handling
Blast freezing
Transport

COLD STORAGE AND FRUIT HANDLING FACILITIES
• Ten stores in South Africa and Namibia
• Offers in excess of 110 000 pallet positions for cold storage
• Major products stored and handled include ﬁsh, poultry, meat,
vegetables and fruit
• Sterilised fruit facility meets the standards of the South African
Perishable Products Export Control Board and the protocols of China
and the Japanese Produce Quarantine standards
• Infrastructure, location and capabilities provide a platform for
increased value-add in the refrigeration supply chain

VIEW MORE ABOUT THE OCEANA GROUP:

BLUE ATLANTIC TRADING

www.oceana.co.za

MARINE FOOD PRODUCTS
• Marine food products
• Handles a variety of imported and local marine foods distributed
to wholesalers and retailers
• Blue Atlantic and Ocean Catch brands
• Diversiﬁed customer base
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OPERATING CONTEXT AND BUSINESS MODEL

OCEANA’S BUSINESS CONTEXT
NUMBER OF KHULA
BENEFICIARIES

2 056

CSI SPEND

R5,2 million

The group consists of various operating subsidiaries in the fishing and commercial cold storage
industries, with the bulk of its revenue generated from its fishing business.
Its fishing activities relate to the catching, processing, marketing and distribution of canned fish,
fishmeal, fish oil, lobster, horse mackerel, squid and hake, covering inshore, midwater and deep-sea
fishing, as well as the purchase of frozen and canned stock from external suppliers. While the group’s
principal market is the lower-end consumer (canned fish and horse mackerel), it also sells product
aimed at the middle-end to upper-end consumer (Lucky Star blue can range, lobster and hake). The
majority of sales revenue (67%) comes from South Africa and Namibia, followed by markets in
Southern and West Africa, Europe and the Far East. Oceana’s fishing activities are conducted primarily
through three operating divisions (pages 28 to 39).
CCS Logistics owns and manages commercial refrigerated warehouse facilities in major centres and
harbours in South Africa. The stores are capable of storing and handling product at temperatures from
ambient to as low as -60 ºC.

LEVEL

2 B-BBEE
CONTRIBUTOR

LUCKY STAR MEALS
PER DAY

2,6 million

The operating structure is designed to create value through economies of scale and efficiencies in
terms of raw material and product volumes, use of vessels and production resources, market focus,
risk management and growth opportunities. Each division’s managing director is a member of
Oceana’s executive committee and reports to the group’s chief executive officer (CEO). All members
of the executive committee attend Oceana’s board meetings to report on their division’s performance
and prospects and to receive guidance from the board.
The group has a good base from which to build its business. It has over 90 years of fishing experience,
during which time it has consistently demonstrated its ability to create value for stakeholders. In the
context of the recent financial uncertainty and sovereign debt crisis, it has continued to deliver value.
The group has a strong board (page 60) and an experienced executive management team (page 62)
that maintain a culture of good governance informed by effective risk management and compliance
practices (page 64) and supported by a stable and experienced employee base.

DELIVERING VALUE

SUSTAINING CRITICAL RESOURCES AND RELATIONSHIPS
The group’s ability to create value is dependent on maintaining and growing its access to renewable marine resources,
and on developing and maintaining positive relationships with its critical stakeholders, most notably with government,
employees, customers, investors and local communities.
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MAINTAINING

ACCESS TO MARINE RESOURCES
As a commodity-based business, ensuring access to sustainable marine resources is
fundamental to securing and growing the business over the short, medium and long term.
Access to marine resources is impacted by several variables, including in particular:
•

•

•

The overall strength of biomass and the seasonal availability of marine resources:
°

Recognising that sound scientiﬁc knowledge is essential for sustainable management of ﬁshery resources, Oceana supports government research activities.

°

Oceana prides itself on the fact that all of its commercial ﬁshing rights fall within
the Green category of the updated list of the SASSI. South Africa’s hake trawl
ﬁshery is certiﬁed by the MSC and Oceana’s ﬁshmeal business is certiﬁed by
the IFFO Global Standard for Responsible Supply.

°

Extensive independent research reports are available on the corporate website
with data and conclusions regarding the status of species that Oceana is involved
in harvesting (www.oceana.co.za).

The nature of the regulatory regime for managing and allocating access rights:
°

The group holds satisfactory levels of ﬁshing rights across each of its existing
business areas and has plans in place aimed at maintaining and, where possible,
expanding these rights, both through organic growth and acquisitions.

°

Key to sustaining and growing its access to available ﬁshing rights is the group’s
ability to maintain a positive relationship with government in both South Africa
and Namibia. This requires effective delivery on government expectations
regarding compliance, transformation and localisation, ensuring a continuing
positive contribution to broader societal objectives, and assisting in independent
efforts to enhance scientiﬁc and monitoring capacity.

The group’s ability to land and source potentially available marine resources:
°

Once permit allocations have been made, based on an assessment of available
biomass, the business needs to ensure sufﬁcient capacity to land its allocated
ﬁshing rights efﬁciently and, where necessary, to supplement this with additional
product supply arrangements. Supported by a strong ﬂeet and crew, effective
ﬁshing practices, and increasingly complex and lengthy supply chain processes,
the group has demonstrated its ability to land allocated quota and to efﬁciently
source additional raw, frozen and canned ﬁsh.

Oceana Group Limited Integrated Report 2012 9

OPERATING CONTEXT AND BUSINESS MODEL CONTINUED

STAKEHOLDER
MANAGEMENT

Oceana acknowledges that engagement with its stakeholders is critical to improve
the group’s appreciation of its stakeholders’ interests, to enhance the stakeholders’
understanding of the group’s commitment to sustainable business practices, and to
further build the group’s reputation. Its key stakeholders are diverse and include
employees, consumers, customers, suppliers, standards generating bodies, media,
business and joint venture (JV) partners, government and local community members.
Wide-reaching social changes and challenges that impact many of Oceana’s stakeholders – such as the economic downturn, continuing high poverty levels in coastal
communities and limited public service delivery – highlight the need to consider the
impact of the group’s operations in a broad societal context.
Maintaining positive relations with all of its neighbouring communities is crucial to
creating and sustaining value, and is a particular priority for the group. During the
year under review, the group strengthened its focus on stakeholder engagement, and
ensured more effective co-ordination of its CSI initiatives with the aim of improving
the socio-economic conditions within the coastal communities in which it operates.
Significant effort was made to increase proactive direct communication and ensure
visibility of the group within its operating areas. This included the production and
erection of name boards reflecting support by the Oceana Foundation at local
schools, as well as providing branded vehicles donated to the schools.
Oceana strives for meaningful stakeholder engagement with the aim of mitigating
potential risks and identifying new opportunities, such as providing support for local
business ventures and implementing focused social investment initiatives.
In addition, the group continues to engage with relevant authorities about its
operations, including in particular the departments of Agriculture, Forestry and
Fisheries; Labour; Public Works; and Trade and Industry, as well as organisations
such as the National Regulator for Compulsory Specifications (NRCS), the MSC, and
the South African Maritime Safety Association (SAMSA).
NAMIBIA
In Namibia, the group engages with the ministries of Fisheries and Marine Resources;
Works, Transport and Communication; Home Affairs; and Labour and Social Services;
as well as with the Namibia Training Authority; Namibia Maritime and Fisheries
Institute; and Fisheries Observer Board.

IN 2012, OCEANA RETAINED ITS
INDEPENDENT LEVEL 2 B-BBEE
RATING WITH A SCORE OF 93,98
COMPARED TO 93,96 IN 2011.
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B-BBEE SCORE RATING

93,98

GOVERNMENT
Government plays a critical role in the group’s capacity to create value and carries ultimate responsibility for ensuring the
sustainable management of marine resources, managing and allocating access rights, and providing the enabling framework for a
well-functioning economy.
•

The group’s executive management, acting through industry associations and independently, has invested significant time and
effort into fostering and maintaining a constructive relationship with officials at different levels within the Department of
Agriculture, Forestry and Fisheries (DAFF) (in South Africa) and the Ministry of Fishing and Marine Resources (in Namibia).
The group has maintained an excellent compliance record in terms of the conditions attached to its fishing permits, and has
continued to support government research and monitoring activities.

•

In South Africa, social and economic transformation has been a primary consideration for government and remains a critical
business imperative. Oceana’s commitment to transformation has been evident since 1994 when its first empowerment
transaction was concluded. During 2006, Oceana concluded a second empowerment transaction, which was a significant
milestone in Oceana’s history when its black employees acquired a significant stake in the group through the establishment
of the Khula Trust. Since 2006, significant capital value has accrued to the 2 056 black employee beneficiaries, of whom
36,8% are women.

•

In 2012, Oceana retained its independent level 2 B-BBEE rating with a score of 93,98 compared to 93,96 in 2011.

•

In Namibia, we are continuing with efforts to ensure localisation of our operations through targeted employment and training
of staff, and appropriate equity partnership arrangements. An amount of R1,9 million was invested in local communities
through CSI initiatives during 2012.

EMPLOYEES
Motivated, healthy and skilled employees provide the basis for delivering the opportunities arising from our business model.
•

The group strives to provide a stimulating, culturally diverse and healthy working environment that enables it to attract, retain
and develop high-potential individuals. Oceana’s human resource function plays a key role in delivering on this objective
through its initiatives relating to human capital development, performance management, employee wellness, industrial
relations and legislative compliance (page 44).

•

Oceana’s short-term and long-term incentive schemes ensure that its reward policy and pay mix remain competitive.
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OPERATING CONTEXT AND BUSINESS MODEL CONTINUED

CUSTOMERS
AND CONSUMERS

The group’s customers and consumers include individuals, retailers, wholesalers,
importers, exporters, quick service restaurants, makers of food products, balancedfeed manufacturers, and pet owners. Meeting their expectations – in terms of
competitive pricing, continuity in supply, product information, and the provision
of healthy, quality product that has been responsibly sourced – drives our growth
potential.
•

Through its fishing businesses, Oceana delivers live, chilled, frozen, canned and
dried products to a range of consumers in diversified markets and across most
consumer LSM (Living Standards Measure) segments.

•

The group’s primary revenue stream is derived from the delivery of product to the
lower-end consumer through the supply of canned fish and horse mackerel.
The provision of a low-cost, low-footprint, healthy source of protein offers
significant opportunities for sustained value creation. There is an increasing
demand for seafood across the globe, with particular growth potential in the
expanding lower-LSM consumer segment. The group maintains a strong brand
presence in these markets, especially through its Lucky Star brand.

•

To minimise the potential for earnings volatility resulting from concentration of
earnings in a particular business unit, the group has been identifying opportunities
to further diversify its product and consumer base. In expanding into upper LSM
markets, for example by introducing the Lucky Star blue can range and growing
the hake business, the group is conscious of meeting particular consumer
expectations.

•

With regard to cold storage, the security and service integrity of customers’
products remain based on a platform of modern store design, optimum refrigeration
technology, up-to-date information systems (IS) and accreditation in internationally
recognised quality control systems.

ALL OF OCEANA’S COMMERCIAL FISHING RIGHTS FALL
WITHIN THE GREEN CATEGORY OF THE UPDATED LIST OF
THE SASSI, AND ITS HAKE TRAWL FISHERY IS CERTIFIED
BY THE MSC.
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LOCAL

COMMUNITIES

Being responsive to the interests of local communities – particularly those in the towns of Walvis Bay, Lambert’s Bay, St Helena
Bay and Hout Bay – is critical in maintaining the group’s reputation and to ensuring positive relationships with its broader
stakeholder groups.
•

Through its established communication and engagement channels, Oceana seeks to understand and be responsive to those
interests and concerns of its neighbouring communities that have a bearing on the group’s activities. This includes, for
example, maintaining engagement with communities regarding employment creation opportunities and emissions from
processing plants.

•

To ensure a more strategic focus and to maximise the value contribution to neighbouring communities, Oceana has consolidated
the management of its corporate social expenditure at a group level, ensuring a clear focus on the areas of education and food
security in the communities within which it operates.

•

The group has demonstrated its commitment to the development of communities through its Lambert’s Bay French fries
operation. North of St Helena Bay this is the largest single employer on the west coast and it is currently the only facility in
South Africa producing its entire basket of products locally. An independent socio-economic study revealed that this operation
contributes to the creation of approximately 2 250 jobs on a national scale.

INVESTORS
Current and prospective shareholders provide the financial capital needed to grow and sustain the business. They seek security of
investment, optimal earnings and distributions, and evidence of the potential for long-term real growth in performance, based on
responsible good governance practices.
•

The group maintains positive relations with its investors through its consistent delivery of good dividends and returns, its good
corporate governance practices and clear strategy.

•

The group is committed to ensuring transparency in its activities through its reporting activities. In terms of investor-led
voluntary initiatives, this is reflected, for example, through its participation and recognition in the Carbon Disclosure Project
(CDP). During 2012, Oceana received a gold award for its inclusion in the CDLI.

SEE www.oceana.co.za FOR MORE DETAILS
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CHAIRMAN’S STATEMENT
OCEANA HAS DELIVERED A SOLID PERFORMANCE DURING THE YEAR UNDER REVIEW AND
IS WELL POSITIONED TO CONTINUE ON A POSITIVE PATH, PARTICULARLY AS A RESULT OF
THE ANTICIPATED BENEFITS FROM RECENT SUCCESSES IN ORGANIC AND ACQUISITIVE
GROWTH PLANS. WITH ITS CURRENT BUSINESS MODEL, STRATEGY, VALUES AND PEOPLE,
THE GROUP IS WELL POSITIONED TO ACHIEVE BOTH ITS LONG-TERM AND SHORT-TERM
STRATEGIC OBJECTIVES.

OVERVIEW
Oceana delivered record earnings and superior returns to its
shareholders in 2012, despite the continued global recession.
A significant portion of Oceana’s product offering provides an
affordable, and often the only, source of protein for consumers
at the lower end of the Living Standards Measure in South Africa
and other parts of Africa and consequently is not as vulnerable
to global recessionary conditions. Each of the four operating
segments consistently improved their performance throughout
the year, resulting in excellent increases in net revenue and
earnings. This was despite numerous challenges faced by the
business. Further detail about the respective operating segments
has been included on pages 28 to 43 of this report.
A final dividend of 256 cents per share was declared which,
with the interim dividend of 45 cents per share, makes
a total distribution of 301 cents per share for the year
(2011: 220 cents).

MUSTAQ BREY CHAIRMAN

Oceana’s 2012 integrated report seeks to meet stakeholder
expectations in terms of reporting best practice. We have
endeavoured to communicate the group’s strategy in managing
the key risks and opportunities confronting the business, while
providing assurance about the application of good governance
principles. There has also been a slight departure from past
practice in that we will post a separate full set of the group’s
annual financial statements (AFS) with the 2012 integrated
report to shareholders. However, from 2013, a full set of AFS
will not be posted to shareholders but will be made available
to shareholders through Oceana’s website or on request from
our group company secretary. As has been done for 2012 a
condensed financial report will be included in future integrated
reports providing stakeholders with a snapshot of the group’s
financial performance.
The clear commitment to continuously striving to achieve greater
efficiencies and take advantage of synergies across divisions
allowed the group to make significant strides towards achieving
its strategic objectives, which have been encapsulated in
Oceana’s corporate values.
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LUCKY STAR VOTED 2ND IN THE
TINNED FOOD CATEGORY OF THE ANNUAL
SUNDAY TIMES/TNS TOP BRAND SURVEY
FOR A THIRD CONSECUTIVE YEAR.

ACCESS TO AND PROTECTION OF MARINE RESOURCES
A reduced volume of marine resources available to the group is
the principal risk facing the business. The group’s empowerment
credentials and stakeholders’ perception thereof are critical in
managing Oceana’s ability to protect its current fishing rights
while securing the opportunity to acquire additional rights, in
South Africa and in Namibia.
While the South African Supreme Court of Appeal’s decision to
rule against Oceana in its transfer of long-term fishing rights
challenge was disappointing, the group has continued to forge
new partnerships to ensure the sustainability of the business in
a changing regulatory environment. Oceana will continue its
focus on aligning its empowerment strategies with government’s
requirements to ensure it is best placed during the long-term
rights renewal processes which are planned.
The South African fishing rights renewal process will start in
2013, starting with allocations in the squid sector; west coast
lobster and horse mackerel renewals follow in 2015. The hake,
south coast lobster and pelagic renewals will take place in
2020. The group therefore awaits the issuing of draft general
sector policies and draft sector-specific policies in respect of
the renewal of these rights, and it will participate proactively
to the extent possible in the development of the final policies.
During the year under review, Oceana increased the intensity of
its approach to ensuring the sustainability of marine resources
and the protection of the marine environment. Ensuring good
science through promoting marine research directly and with
government remains a key focus; hence considerable effort was
invested in ensuring that the government marine research trips
continued. The independent scientific reports which are
commissioned annually will be published online for review.
As has been the practice in previous years, training programmes
will be arranged for all staff, both land-based and sea-based,
as required to ensure a sound knowledge of responsible fisheries
practices and what is required to ensure compliance with
regulations and permit conditions.
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CHAIRMAN’S STATEMENT CONTINUED

PERFORMANCE MANAGEMENT

PROTECTING AND ENHANCING REPUTATION

The group remains committed to the provision of not only
sustainable jobs, but providing the necessary training and
development to continuously upskill and empower its employees
to advance their career aspirations. During the recent acquisition
of the Lusitania hake, horse mackerel and cold storage
businesses all existing employees were retained, resulting in
a growth in its workforce during the past year. The group
currently has 1 849 permanent employees. Various performance
management systems are in place, including formal and informal
interventions, as well as mentoring and coaching, to identify
strong performers, while assisting those with development areas
to achieve their full potential. The human resource department
has, meanwhile, taken cognisance of new and pending
legislative changes that have or may have an impact on
employment conditions.

The group will continue to operate responsibly and ethically in
strict accordance with the law and the King III principles of good
corporate governance. Training and education initiatives are
ongoing to ensure that employees understand the legal
parameters within which they need to execute their duties.
The establishment of the social, ethics and transformation
committee in 2011 created an ideal opportunity for improved
reporting and monitoring of group activities in the areas of
transformation, sustainability, health and public safety, CSI and
human resources (HR). A report from the committee chairman
can be found on page 72 of this report. Following the settlement
agreement being concluded with the Competition Commission
during May this year, Oceana reflected a willingness to
proactively engage with its stakeholders on the issue, which has
assisted to some extent in limiting reputational harm.
Management has focused its efforts on ensuring that levels of
knowledge regarding compliance matters are raised considerably.

MAINTAINING AN INDEPENDENT EMPOWERMENT RATING
Oceana has steadily improved its empowerment credentials with
the group being independently verified as not only a blackowned but black-controlled company with a level 2 B-BBEE
contributor status with 93,98 points out of 100. The group’s
effort was recognised in a special survey conducted and
published by the Financial Mail, which rated it as the 4th Most
Empowered Company listed on the JSE. Oceana was one of only
six companies listed on the JSE with a score above 90 points.
During the year, Oceana’s black employee share scheme, the
Khula Trust, which will be renamed the Oceana Empowerment
Trust, continued to increase its value and generate significant
potential wealth creation for the more than 2 000 black
employee beneficiaries, including those who are no longer in
the group’s employ. Further detail regarding the group’s
empowerment achievements may be found on page 48
of this report (or online).
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During 2012, the group launched the Oceana Foundation to
harness the positive impact of its funding in support of various
community-related projects. This will improve the group’s ability
to demonstrate its commitment to CSI initiatives. Oceana
recognises that there are high poverty levels, a low skills base
and limited economic opportunities in communities; hence its
focus will be to identify and support sustainable projects aimed
at alleviating local social needs.
PERFORMANCE
The group’s year-end figures testify to the fact that it is
delivering against stakeholder expectations.

DURING 2012, THE GROUP LAUNCHED
THE OCEANA FOUNDATION TO HARNESS
AND MEASURE THE POSITIVE IMPACT OF
ITS FUNDING IN SUPPORT OF VARIOUS
COMMUNITY-RELATED PROJECTS, WHICH
WILL IMPROVE THE GROUP’S ABILITY
TO DEMONSTRATE ITS COMMITMENT
TO CSI.

APPRECIATION
I thank my fellow directors, management, staff, our suppliers
and customers for their support during the year and look forward
to another successful year.
CONCLUSION
Oceana’s board of directors, both collectively and individually,
performed their fiduciary responsibilities during the year in
a professional manner and demonstrated the necessary
commitment, skill and expertise required of them. Looking
ahead, Oceana, with its current business model, strategy, values
and people, is well positioned to meet both its long-term and
short-term strategic objectives. The group will continue to
pursue growth in those markets in which it currently operates
and to explore opportunities for expansion into new markets,
while striving to acquire and retain fishing rights.

MUSTAQ BREY
CHAIRMAN
8 NOVEMBER 2012
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CHIEF EXECUTIVE OFFICER’S REPORT
OCEANA PERFORMED WELL ON ALL FRONTS IN 2012 AND, WITH ONE OR TWO
EXCEPTIONS, THERE IS MUCH TO CELEBRATE.

All group operations have delivered a strong performance within
a challenging economic climate. The operational review which is
included from pages 28 to 59, provides insight into each
division’s key performance areas, performance and strategic
priorities. For the first time this year each executive has
presented an operational report relating to their particular
portfolio. To provide greater insight into the manner in which the
group responds to key risks and is able to deliver positive
performance, this report provides detail relating to the group’s
overall strategic objectives and the key business risks facing
the business.
RESPONDING STRATEGICALLY TO CORE RISKS
In the context of the challenging business environment it is
pleasing to report that Oceana delivered a very strong
performance throughout the year. The group ended the
reporting period with a 37% annual increase in basic HEPS,
and with a 27% rise in turnover. All of our business units
experienced good results, collectively contributing to a 39%
increase in the group’s operating profit before abnormal items.

FRANCOIS KUTTEL CHIEF EXECUTIVE OFFICER
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Underpinning this positive performance has been the group’s
focus on delivering on its six strategic objectives. These
objectives, outlined on page 22, have been developed following
a considered assessment by the executive team of those
business risks that have a material impact on the group’s ability
to create value. These risks, our response measures and the
associated strategic objectives are outlined at a group level on
pages 24 to 27, and are described at an operational level in our
operational reviews. In addition – and in line with new
governance expectations relating to integrated reporting – this
year’s report includes a more detailed review of Oceana’s
business context, as well as greater insight into the resources
and relationships that impact the group’s ability to deliver
value for its stakeholders. During the reporting period the group
made significant progress in addressing these various
value drivers.

DELIVERING POSITIVE PERFORMANCE THROUGHOUT
THE OPERATIONS
Notwithstanding the tough market conditions each of the group’s
four main operating segments saw ongoing improvement in their
performance, with each of them making important contributions
to the increase in net revenue and earnings of the group.
CANNED FISH AND FISHMEAL
The canned fish business yielded excellent results through
record sales, despite supply chain challenges that limited the
availability of Lucky Star product and resulted in the brand not
being in full supply throughout the year. Canned fish has an
important role to play in addressing food security concerns as
it is a staple protein of choice of Southern African consumers,
and is eaten in more than 2,6 million meals per day. A major
driver of its improved results has been the increased sales
volumes achieved through improved management of the complex
supply chain in the procurement of fish. Continued innovation in
its supply chain and marketing of its iconic Lucky Star brand
positioned the division to enjoy a very positive growth year on
year. The division also managed to successfully steer its fishmeal
and fish oil business out of particularly poor conditions to
produce a much improved performance for the year. Returning
the business to a more acceptable level of profitability required
great attention to detail in all facets of the operation. This,
combined with the highest landings of anchovy in the past
decade compared with poor catches in 2011, contributed to
the positive result.
HORSE MACKEREL
The horse mackerel business continued to be a significant
contributor to group profit, despite the difficult fishing conditions in South Africa and the significant challenges associated
with the allocation of 121 000 tons of horse mackerel quota to
new entrants in Namibia. The rights reallocation was a major
disappointment for the business, particularly as the group has
worked hard at adding value through reinvesting into our assets,
our Namibian employees and the surrounding communities.
The reallocation had significant cost implications arising from
the need to contract quota from new rights holders as well as the
increased competition from international vessel operators.
Looking to the future, the group’s Namibian business will be
focusing on maintaining its proactive engagement with the
Namibian government, as well as ensuring appropriate
localisation of its operations through targeted employment and
training of staff.

HAKE
The hake business performed well, particularly at a vessel
operational level. Good returns were achieved within key
European markets despite continuing economic challenges
across the EU. Sound contractual arrangements with key
customers in Spain and Portugal provided stability within
a flat consumer market. The uncertainty around government’s
awarding of its marine research tender as well as the fact that
the government’s research vessel could not complete the small
pelagic survey, and might not be ready for the hake survey in
January 2013, remains a cause for concern. Failure to complete
the surveys could have a negative impact on the setting of total
allowable catches (TACs) and on the MSC’s assessment of the
DAFF’s ability to manage the South African fisheries sustainably.
The MSC certification is directly linked to continued product
acceptability and differentiation in international markets.
Despite these challenges, the hake and horse mackerel division
still succeeded in producing a commendable performance as
a result of good landings, supply relationships and improved
prices.
LOBSTER
The group’s lobster business yielded a good return following
increased volumes of raw material procured and sold, and a good
exchange rate. The management team worked hard to secure
additional volumes from small-scale fishing enterprises and
communities that had been allocated rights through the interim
relief allocation process. A concern which remains is the limited
governance structures to ensure compliance of small-scale
fishers. Engagement with both community organisations and
organised labour continued in a quest to secure direct participation with government in developing a workable implementation
plan for the small-scale fishing policy.
SQUID
The squid business has not yet turned the tide and it has had
a trying year with low catches. It was the poorest fishing season
in a decade and regrettably some downscaling was unavoidable
given the continuing negative operating conditions. This is
a highly cyclical fishery; hence we remain hopeful that the
resource will rebound. Efforts are being made to ensure that
the business continues to deliver value into the future, while
recognising that key European markets could be challenging
in the future.
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CHIEF EXECUTIVE OFFICER’S REPORT CONTINUED
A NEW CORPORATE BRAND STRATEGY INITIATED IN 2011 WAS FINALISED AND APPROVED
DURING NOVEMBER. THE DISPARATE USE OF THE GROUP’S BRANDS MADE IT NECESSARY
TO REVIEW THE WAY IN WHICH THE DIVISIONS COULD BENEFIT FROM A MORE UNIFIED
APPROACH AND A REALIGNMENT OF THE CORPORATE BRANDS.

FRENCH FRIES
The group’s French fries operation returned to profitability this
year due to improvements in operational efficiencies with
resulting increased volumes, good sales of value-added products
and lower production costs. A strong focus on product quality
and customer service further supported the upturn. Continuing
imports of French fries resulted in diminished margins.
COMMERCIAL COLD STORAGE
During the year a new managing director assumed the helm
of the cold storage business and immediately set to work in
developing a new growth strategy, specifically in light of the
trend towards full-service logistics within the industry. A key
focus for this division will be on service expansion, innovation
and cost management. There was a valuable improvement in
volumes handled and occupancies in 2012, and it is most
exciting to see the new direction that is being taken. However,
the fruit business has not returned to required levels of
profitability and will continue to receive increased attention
during the coming year.
LUSITANIA ACQUISITION
During the year the group was involved in a complicated and
lengthy process to acquire a large portion of the Lusitania group.
The key challenge was to meet the conditions for regulatory
approval by the DAFF and the Competition Commission. These
approvals were granted for the acquisition of the hake, horse
mackerel and cold storage operations and integration of these
businesses into Oceana is under way. In total, 139 Lusitania
personnel have become employees within the group’s hake and
cold storage businesses. A key operational benefit is that Oceana
now has its own berthing space in the Cape Town harbour from
which the hake fleet can operate.
ENSURING CO-ORDINATION AT A GROUP LEVEL
The consistent delivery of positive returns by group operations
was to a large degree made possible by the co-ordination and
strategic support provided at a group level, as well as its
important role in addressing some of the social, economic and
environmental issues that impact the group’s ability to grow.
The decision to relocate the head offices of the group’s different
business units in one building in 2011 has contributed to
tighter synergy between employees within those business units
and the group’s 60-head office staff, resulting in greater
efficiencies and improved productivity.
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The year delivered a number of firsts for the group:
•

The group launched the Oceana Foundation, ensuring
a more effective and mutually beneficial investment in
communities in which it operates.

•

The group published its carbon footprint report for the first
time (a first for the industry) and it became a signatory to
the United Nations Global Compact and to a joint
declaration on global action for wild marine fisheries.

•

The group participated for the third year in the CDP and
received a Gold award for its inclusion in the CDLI.

•

The group was rated as the 4th most empowered company
listed on the JSE and in the top 20 on the Financial Mail’s
list of top performing companies in South Africa.

While some important challenges remain, collectively these
achievements signal the group’s strength in terms of its ability to
deliver value for all of its stakeholders, now and into the future.
A new corporate brand strategy initiated in 2011 was finalised
and approved during 2012. The disparate use of the group’s
brands made it necessary to review the way in which the
divisions could benefit from a more unified approach and a
realignment of the corporate brands. A key strength of the group
is its diversity of operations, shareholding and employees.
During consultations with the leadership team, there was
agreement that there are fundamentally two valuable brands
within the group, namely, Lucky Star and Oceana. This was a
key factor in deciding the final strategy. The end result, which is
visible in this report and on the new group corporate websites,
will create a stronger brand presence and identity for the group
and its respective subsidiaries.
STAKEHOLDERS
Maintaining positive relations with all of our neighbouring
communities is key to creating and sustaining value and is
a particular priority for the group. The group has strengthened
its focus on stakeholder engagement and ensured more effective
co-ordination of its CSI initiatives, with the aim of improving the
socio-economic conditions within the coastal communities in
which it operates. One of the challenges for the business is the
need to respond to stakeholder expectations and perceptions in
respect of odour emissions from the fishmeal plants in Hout Bay
and St Helena Bay. Over the past ten years, approximately
R72 million has been invested in plant infrastructure and
equipment to ensure that the latest technology is being utilised

to address these concerns. In addition, the group continues to
engage with the relevant authorities, community and other
stakeholders on its operations. Notwithstanding a 44% increase
in production volumes in St Helena Bay during the year, the
number of complaints received reduced by 57%.The group is
progressing well in striving to establish itself as a leader in
sustainable business practices. Oceana continues to promote
sound stewardship of marine resources, both individually and
through organisations such as the RFA. This year the CEO was
re-elected as chairman of the RFA. This was the eighth
consecutive year that Oceana has participated in the SRI Index
and the third consecutive year of voluntary participation in
the CDP.

protracted investigation into the small pelagic fishery by
the Competition Commission. Oceana co-operated fully with the
Commission during its investigation and accepted responsibility
for infringements of the Competition Act that were detected
during a group-initiated compliance audit. The group has
implemented compulsory competition law training for all junior,
middle and senior managers, and a group compliance policy is
being developed for implementation during the next year. During
the year 252 employees received compliance training. Regular
and appropriate monitoring and reporting mechanisms are in
place, managed by the group compliance executive. It should
be emphasised that Oceana remains committed to the highest
standards of ethical and responsible behaviour.

ENGAGING WITH GOVERNMENT ON COMPLIANCE ISSUES

CONCLUSION AND OUTLOOK

Operating in a highly regulated industry where access to marine
resources is governed through a competitive application process,
it is essential that the group ensures full compliance with
government expectations. A continuing focal point for the group
remains the assessment of transformation and whether
a broad-based approach in line with the B-BBEE Codes
or a narrow approach focused only on black ownership should
be applied in the fishing sector.

Even with the tough business environment Oceana’s share price
has continued to grow during the financial year, providing
significant capital appreciation for shareholders. The group
revisited its strategic objectives in response to a considered
assessment of its material risks, and a rebranding strategy was
approved to leverage value off the existing strong brands.

Unfortunately, during the reporting period Oceana lost its
Supreme Court of Appeal (SCA) challenge against the Policy
for the Transfer of Commercial Fishing Rights (the transfer
policy). The group challenged the transfer policy’s requirement
on a narrow assessment of transformation focused only on
ownership and management control. Oceana believes that the
decision by Cabinet to approve the B-BBEE Amendment Bill and
revised Codes of Good Practice vindicates the group’s stance on
the application of broad-based empowerment across all spheres
of business. The effect of the changes is eagerly awaited given
the group’s continued commitment towards a broad approach
to transformation. During 2012, Oceana achieved a score of
93,98 out of 100 points in terms of the Department of Trade
and Industry’s B-BBEE scorecard.
The group will continue to pursue direct and indirect engagement with senior government officials, via channels such as
Business Unity South Africa (BUSA), in order to find common
ground on this issue. Oceana’s direct participation at BUSA has
allowed it to participate directly in the Nedlac Small-scale
Fisheries Task Team, convened through the Trade and Industry
Chamber, as well as the Merchant Shipping Act task team.
During the review period, Oceana agreed to pay an administrative penalty amounting to R34,75 million for certain
contraventions of the Competition Act. This followed a

The group’s ability to deliver on its vision of consistently
providing superior returns to all its stakeholders is influenced by
numerous factors, many of which are beyond the group’s control.
Addressing those issues that are within our control is ultimately
dependent on the responsiveness and ability of management and
our employees. I believe that the group’s positive performance in
recent years reflects the strong quality of our people, and
underscores our ability to continue to do well.
Looking ahead, I am confident that we have a strategy and
growth plan that is responsive to the material risks and opportunities facing the group over the short, medium and long term.
I believe that People, Partnerships and Performance will be the
cornerstones of our capacity to create value into the future.
I wish to extend sincere thanks to all Oceana’s stakeholders –
our shareholders, employees, customers, suppliers, government
officials and community members – who are integral to the
achievement of our vision, and who continue to work in
partnership with us in delivering on this vision.

FRANCOIS KUTTEL
CHIEF EXECUTIVE OFFICER
8 NOVEMBER 2012
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STRATEGIC OBJECTIVES

Oceana’s vision is to consistently provide superior returns to all stakeholders by being the leading empowered fishing and commercial
cold storage company in Africa.
Delivery on this vision is underpinned by six strategic objectives. These strategic objectives are responsive to the principal risks facing
the group and are set out below.

STRATEGIC OBJECTIVE
Secure and expand the group’s ﬁshing
We will harvest marine resource allocations:
rights by being an industry-leading steward • Responsibly, efficiently and completely
of the marine resources allocated to it
• In full compliance with applicable legislation
• Employing production techniques that maximise value and thereby the level of
employment that can be sustainably supported by the group’s operations
Maintain the performance of the
company’s management and staff

We will achieve this by:
• Attracting, developing and retaining the best available talent at all levels within the group
• Targeting a safe and accident-free work environment
• Maintaining a zero tolerance policy to any form of harassment or discrimination
• Ensuring that long-term human capital capacity planning meets the anticipated
requirements of the group

Maintain an independently accredited
B-BBEE level 2 rating

We will achieve this through:
• A focused approach to all scorecard elements throughout the group
• Achieving as a minimum the group’s long-term employment equity targets
• Promoting and protecting the ongoing transformation of the group’s equity profile

Ensure the long-term sustainability of
the group’s operations in accordance
with the expectations of its customers
and investors

We will achieve this by:
• Employing responsible marine harvesting practices
• Advocating for robust resource management protocols and policy
• Identifying and measuring the group’s impact on the environment, while seeking to
manage and minimise any negative effects

Protect and enhance the reputation of
the group and its brands

We will achieve this by:
• Adhering to strict food safety standards while exceeding the product quality expectations
of our customers
• Maintaining robust governance structures in accordance with the principles of King III
• Formalising and implementing a comprehensive compliance strategy
• Actively evaluating and mitigating risk on an ongoing basis
• Employing a strategy of proactive engagement with all stakeholders

Achieve growth in HEPS and deliver
superior returns to shareholders

We will achieve this through both acquisitive and organic growth through:
• The ongoing efficient operation of the group’s current business activities
• Continued growth and expansion of the Lucky Star product range and volumes
domestically and into Africa, underpinned by a more robust, better resourced
supply chain
• Decreasing the capital employed in the CCS fruit business, while increasing the capital
employed in its primary cold storage activities
• Requisite capital expenditure for expansion and targeted acquisition spend
• The successful integration of acquisitions into the Oceana group structure.
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BUSINESS RISKS

The principal risks that have a material impact on Oceana’s ability to create value are described below. These risks have been
identified as part of the enterprise-wide risk identification and management system, described in the Governance section of this
report on pages 69 to 70.

ADDRESSING THE GROUP’S MATERIAL RISKS

Our principal risk
Reduced volume of
marine resources
available to the
group

Possible impact on
value creation
Reduced growth
potential, reduced
revenue, increased
costs, and loss of
market share

Our risk context

Our response measures

The group’s capacity to create value
is dependent on the ability to access
marine resources. This is impacted
by three key risk variables:

• Establish and participate in industry
sector bodies aimed at promoting
the sustainability of marine
resources

• The availability of marine biomass,
which is affected by:

• Contribute to independent scientific
research and assist the retention
of marine science skills within
government

° The cyclical nature of marine
resource availability
° Changing distribution and
availability of biomass due to
long-term environmental factors
° Ineffective regulatory
management and policing of
resources
° Changes in weather conditions
and weather patterns, which
impact the group’s ability to
harvest marine resources
• Nature of the allocation of fishing
rights – influenced by:
° The assessed level of resource
availability and the defined TAC
° The group’s relative
performance on B-BBEE targets
and its black ownership level
° The group’s performance in
ensuring regulatory compliance
° The influence of stakeholder
pressure groups
• The effectiveness of the group’s
global sourcing and stock
management practices, which is
influenced by:
° The performance of marine
resources in the group’s
sourcing geographies
° The group’s ability to maintain
effective and efficient stock
management
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• Partner with WWF and other
large-scale commercial fishing
industry players through the RFA to
enhance an ecosystems approach
to fisheries management
• Maintain direct engagement with
the regulator through industry
associations and directly by
members of the executive
committee
• Monitor and implement the group’s
transformation strategy aimed at
maintaining a B-BBEE level 2 rating
across all scorecard elements
throughout the group, with a
particular focus on employment
equity and ownership levels
• Engage proactively with
stakeholders to maintain positive
reputation
• Refine management information
tracking systems to monitor actual
versus anticipated volumes
• Engage actively with authorities
and suppliers regarding the
performance of resources in the
group’s sourcing geographies
• Monitor competitor activity through
structured market research

Our associated
strategic objective
(see page 22)
Secure and expand the
group’s fishing rights by
being an industry-leading
steward of the marine
resources allocated to it
Maintain the performance of
the company’s management
and staff
Maintain an independently
accredited B-BBEE level 2
rating

Our principal risk

Possible impact
on value creation

Inability to execute
our growth strategy
through acquisition

Lower growth rate,
and reduced volumes
and margins

Our associated
strategic objective
(see page 22)

Our risk context

Our response measures

The potential for growth through
acquisition is impacted by:

• Continue to identify viable new
opportunities for acquisition within
existing and potential new sectors

• Regulatory requirements relating
to competition
• The group’s perceived and/or
actual performance in terms of
relative market size and level
of transformation (SA) and
localisation (Namibia)

• Monitor competitor activity through
structured market research

Secure and expand the
group’s fishing rights by
being an industry-leading
steward of the marine
resources allocated to it
Protect and enhance the
reputation of the group and
its brands
Maintain our independently
accredited B-BBEE level 2
rating

• The impact on the market
landscape of competitor entry,
competitor growth and changes in
competitor business models
• The ability of the group’s shared
services function to support the
business objectives effectively
and efficiently

Reputational risk

Impacts on brand
and reduced market
share

The group faces potential
reputational risk associated with
perceptions (valid or otherwise)
relating to market size, level of
transformation and localisation,
and impacts on neighbouring
communities and on the sustainability of marine resources.

• Implement prioritised stakeholder
communication and engagement
strategy, confirming Oceana as
a black-owned, black-controlled
company with sound values, a solid
track record of compliance, and
demonstrated commitment to social
and environmental responsibility

Ensure the long-term
sustainability of the group’s
operations in accordance
with the expectations of its
customers and investors

Continuing need to maintain
current very strong brand
recognition and loyalty in Lucky
Star and related brands

• Ensure effective communication
and engagement on activities
relating to sustainable fishing, and
contribution of fish in addressing
food security as a low-cost, lowfootprint, healthy source of protein

Achieve growth in HEPS and
deliver superior returns to
shareholders

Protect and enhance the
reputation of the group and
its brands

• Maintain strategic social
investment programme aimed at
delivering benefits to neighbouring
communities, with focus on
education and food security
• Maintain engagement with
communities in response to
impacts associated with odour from
processing plants
• Maintain positive relations with
investors through consistent good
dividends and returns, a smooth
earnings profile, and clear strategy
• Implement an active monitoring
programme to ensure maintenance
of strong brand value and
customer loyalty
• Implement a corporate brand
alignment strategy
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BUSINESS RISKS CONTINUED

Our principal risk
Business continuity
risk operations

Food safety

Possible impact
on value creation
Increased costs and
impaired ability to
manage operations

Damage to brand
and reputation, and
potential increased
costs of product recall
and liability claims

Our risk context

Our response measures

Our associated
strategic objective
(see page 22)

Specific risks include the
potential loss of vessels, impaired
performance in the group’s
factories and cold stores, the loss
of head office operations and
IS infrastructure, and potential
volatility in the cost and access of
utility supplies, particularly energy
and water

• Contingency plans in place to
manage potential loss of factory or
cold store

Maintain the performance of
the company’s management
and staff

Maintaining food safety, by ensuring
adherence to quality and safety
standards locally and in the sourcing
geographies, is a critical value driver

• Internal systems in place to ensure
maintenance of quality and safety
standards

• Maintain IS disaster recovery plan
• Maintain appropriate insurance
cover

Protect and enhance the
reputation of the group and
its brands

• Employ third-party auditors to
ensure imported products comply
with relevant standards
• Product recall processes and
appropriate insurance cover
in place
• Implement proactive media
engagement strategy

Concentration of
earnings

Increased volatility in
earnings

Concentration of earnings in a
particular business unit exposes
the group to increased earnings
volatility. The group’s recent greater
dependence on canned fish and
horse mackerel earnings has
increased potential risk exposure
in this area

• Business strategy is focused on
acquisitive and organic growth
aimed at diversifying the portfolio,
building on recent acquisitions that
have bolstered the smaller business
units, and maintaining efficient
operation of existing business
activities
• Continued growth and expansion
of Lucky Star product range and
volumes domestically and into
Africa, underpinned by more
robust, better resourced supply
chain management
• Decreasing the capital employed
in the CCS fruit business while
increasing the capital employed in
its primary cold storage activities

26 Oceana Group Limited Integrated Report 2012

Achieve growth in HEPS and
deliver superior returns to
shareholders

Our principal risk
Legislative noncompliance

Possible impact
on value creation
Damage to brand,
administrative cost
of implementation,
fines, potential loss of
fishing rights

Our risk context

Our response measures

As a highly regulated industry that
is facing frequent changes in policy
and legislation, the group needs to
develop and maintain appropriate
systems and internal skills to track,
interpret and ensure compliance
with legislative requirements. Noncompliance could affect the quota
allocations held by the group

• Maintain direct engagement with
the regulator through industry
associations and directly by
members of the executive
committee

Current regulatory focus areas
include new requirements relating
to corporate law and consumer
protection issues, potential revisions
to labour law and the Merchant
Shipping Act, and requirements
aimed at ensuring the sustainability
of marine resources and reduced
environmental impacts

Exposure to market
and exchange rate
volatility

Inadequate quality
and quantity of
talent and skills

Negative impact on
margins, costs and
revenue

Reduced productivity;
increased training
costs; reduced ability
to meet equity targets

Our associated
strategic objective
(see page 22)

• Comprehensive legislative
compliance management systems
in place
• Monitoring and responding to
recent developments relating
to legislative changes

Maintain the performance of
the company’s management
and staff
Maintain an independently
accredited B-BBEE level 2
rating
Secure and expand the
group’s fishing rights by
being an industry-leading
steward of the marine
resources allocated to it

• Centralisation of commercial
function to provide a shared service
across all divisions

As with all businesses the group is
impacted by significant movements
in the global market. Any significant
volatility in rand and US dollar
exchange rates would create volatility
in group earnings

• Manage foreign exchange risks
with a policy on forward cover, and
the natural hedge flowing from the
group’s imports and exports

The group’s capacity to ensure
continued growth is impacted by the
availability of skills in the market,
and its ability to attract, develop and
retain required talent

• Policies and guidelines are in place
for talent management, recruitment
selection, remuneration, training
and skills development, and
employment equity

Maintain the performance of
the company’s management
and staff

• Maintain relatively limited exposure
to economic downturn through our
focus on supply of low-cost protein

Maintain the performance of
the company’s management
and staff

• Succession planning process
in place
• Zero tolerance policy in place
on any form of harassment or
discrimination

Risks to the health
and safety of staff

Reputational damage;
liability claims;
erosion of relationship
with employees and
unions; reduced
productivity

The fishing sector faces inherent
safety risks associated with the
activities on board fishing vessels
and in factories, highlighting the
need for effective safety monitoring,
training and enforcement
programmes, and the availability of
appropriate equipment

• External risk consultants conduct
audits on all sites and vessels
• We undertake training on statutory
requirements, conduct internal
audits, and manage operational
health and safety processes

Maintain the performance of
the company’s management
and staff
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OPERATIONAL REVIEW CANNED FISH AND FISHMEAL

CANNED FISH: South Africa, Namibia, Botswana, Lesotho, Swaziland, Zimbabwe, Zambia,
Malawi, Angola, United Kingdom, France, Mauritius, Ghana and Sri Lanka
FISHMEAL AND FISH OIL: South Africa, Nigeria, China, Germany, Turkey/Israel, Denmark,
Greece, Australia, Spain, England and Taiwan

GAVIN RHODES-HARRISON

LUCKY STAR
This business unit is engaged in the canned fish, fishmeal and
fish oil businesses

KEY PERFORMANCE
INDICATORS
Total number of employees
Turnover

CANNED FISH
Earnings improved significantly compared to the previous year,
as a result of increased sales volumes of canned fish and
increased landings of industrial fish.

1 342
R2,58 billion

Operating proﬁt

R318,9 million
South Africa
Pilchard (tons)

Namibia
Pilchard (tons)

100 595

31 000

TAC
Own quota

14 447

6 032

Contracted quota

15 731

10 863

A season
TAC (tons)

B season
TAC (tons)

352 718

120 000

Anchovy
Own quota

59 100

20 107

Contracted quota

59 624

20 766

Tons
Input into ﬁshmeal plants
Anchovy

99 048

Non-quota, by catch and cannery offal

38 987

Lucky Star’s main marketed product is Lucky Star branded
canned fish, particularly pilchard variants, but including tuna,
sardine and mackerel variants. Lucky Star is the clear market
leader in the canned fish category across South Africa and
several other African markets. Canned fish is a key staple protein
choice of Southern African consumers and is eaten in over
2,6 million meals every day. Lucky Star products are endorsed
by the SA Heart and Stroke Foundation, as well as Diabetes SA.
Lucky Pet competes in the wet (canned) and dry cat food
category. Other brands in the stable include Seafare in South
Africa, Glenryck in the UK and Seafarer in Africa.

Canned ﬁsh Fishmeal and ﬁsh oil
(000s cartons)
(tons)
Production volume
South Africa

1 363

33 084

Namibia

1 315

3 283

Additional product sourced

8 278

5 270

Sales volume

8 693

41 968

Note: TACs and quotas are for calendar year 2012.

MATERIAL RISKS
• Maintaining stable supply of quality raw and canned fish to
ensure ability to meet demand
• Reallocation of fishing rights in Namibia and South Africa
• Fluctuations in fish landed, impacted by physical availability
of stock and weather disruption
• Foreign exchange rate fluctuations
• Competitor behaviour regarding product supply and pricing
• Maintaining business continuity – management of plant and
supply chain
• Managing environmental and odour issues

VIEW MORE ABOUT LUCKY STAR:

www.luckystar.co.za
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• Potential liability claims from contaminated canned fish

STRATEGIC FOCUS AREAS
Ensuring security of supply of canned ﬁsh through:
•

•

Enhanced global stock and supply chain management
practices, to cater for seasonality and variability of
supply of raw ﬁsh
°

Maintaining supply of fresh ﬁsh locally by retaining
current percentage of TAC and securing additional
quota rights

°

Pursuing opportunities to procure quality costeffective frozen ﬁsh internationally

°

Continuing to diversify supplier and sourcing base
of canned ﬁsh

°

Exploring opportunities to secure supply through
investment in vessels and processing plants

Growing the core product range, leveraging off the
Lucky Star brand growing and innovating the blue can
range and evaluating potential opportunities to enter
new business sectors and markets

•

Enhancing efﬁciencies of operations and ﬂeet

•

Improving the operating margin in ﬁshmeal and oil,
by increasing markets and reducing costs
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OPERATIONAL REVIEW CANNED FISH AND FISHMEAL CONTINUED
LUCKY STAR HAS BEEN CATCHING AND CANNING PILCHARD IN SOUTH AFRICA SINCE
1946, OPERATING ITS OWN CANNERY AT ST HELENA BAY. IN 2012 A TOTAL
OF 8,7 MILLION CARTONS OF CANNED PRODUCT WERE SOLD.

The growth and success of this business is founded on the
strength and equity of the brand, the available volume of
product, consistent quality, and strong consumer demand.

of years. Cannery performance and yields were excellent.
Additional volumes of 10 863 tons of pilchard were also secured
and processed through the Etosha cannery during this season.

The volume of pilchard required to support sales of Lucky Star
products well exceeds that available from landings of fish in
South Africa with the company’s own quotas. This necessitates
securing additional raw fish and canned product from other
sources. These include rights holders and factories in South
Africa, and suppliers from Namibia, Morocco, the Americas and
Asia. More than 50% of our requirements are sourced from over
14 canneries around the world in order to meet consumer
demands. The supply side of the business has grown in recent
years into a complex logistical operation requiring significant
working capital and specialist knowledge and skills.

Strategies are in place to protect and extend supplies of raw fish
and canned product, both locally and from offshore. These
include expanding the sources geographically from reputable
enterprises, as well as increasing volumes from current suppliers
through initiatives to develop their catching effort and operating
procedures.

Lucky Star has been catching and canning pilchard in South
Africa since 1946, operating its own cannery at St Helena Bay.
Production volumes are dependent on the annual approved TAC
and landings by its own pilchard fleet of three vessels and those
from its JV partners and independent operators. Landings are a
function of resource status and availability, weather conditions
and applied fishing effort. The 2012 pilchard TAC, set by the
Minister of Agriculture, Forestry and Fisheries and managed
by DAFF, was increased to 100 595 tons (2011: 90 000 tons).
Oceana was permitted to catch 14 447 tons in terms of its
14,3% share of the TAC. Landing of this allocation was partially
completed by 30 September, with the balance to be caught by
close of season on 31 December. The fleet performed well. The
pilchard biomass (resource) in South Africa is reported to have
increased substantially from the previous year. Availability, size
and mix of fish during the financial year were all good.
The cannery performed well in terms of yields and product mix.
It processed 19 549 tons of raw fish which included imported
frozen fish (2011: 16 914 tons). The cannery works according
to a two-shift system in an arrangement established to comply
with legislation and the reality of variable fish landings. In
September 2011 the company undertook to provide its seasonal
staff in the cannery in St Helena Bay with work for at least two
days per week during the 2012 fishing season, following
consultation between the company and FAWU. This initiative
provides greater income security to these seasonal workers.
The quota of the Namibian operation, Etosha Fisheries (Etosha),
in which Oceana has a share, was 6 032 tons of the total
31 000 tons allocated in terms of the Namibian TAC. The full
quota was landed, with the bulk of the fish being caught in the
north and canned at Etosha under the Lucky Star brand.
Availability, fish size and mix were good. The resource has been
conservatively managed within a relatively low TAC for a number
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Managing product quality commences with checking and
approving raw fish landed or delivered, whether in South Africa
or offshore, followed by correct storage, handling, processing,
labelling and distribution to the consumer. Formal, strict policies
and processes are in place in the business to manage all these
stages. They are designed to ensure that the final product
complies with health and safety requirements and is of
a consistent quality and standard in line with consumer
expectations. Technical specifications for cans, quality and
hygiene of fish and ingredients, and how the product is cooked
and sealed in cans, are subject to rigorous monitoring, testing
and independent assurance processes, including approval by
South Africa’s NRCS for all production (including imports).
Due to the seasonality of the various resources, maintaining
a sustained fully supplied stock position is necessary to support
demand. In total, 8,7 million cartons of canned product were
sold (2011: 7,3 million). The strong growth in sales was despite
a challenging supply environment. For the third consecutive year
the Lucky Star brand was voted into second place in the tinned
food category in the Sunday Times/TNS Top Brands survey, and
eighth in the overall favourite brand category, improving our
brand score and maintaining a position in the top ten overall
brands. Brand advertising increased and included an integrated
campaign reaching consumers via television, radio, outdoor,
in-store and online and the product range was expanded. This
has resulted in the brand increasing its share in the overall
protein market.
The Lucky Star brand is protected through vigilance and
immediate legal action for infringements. Customer service
includes a helpline and personal service to respond to and
follow up on all product enquiries, concerns or complaints.
Initiatives to expand and protect the canned fish food
category, and to do likewise for the Lucky Star brand within
this category, are in place. Extending brand presence into
offshore markets is receiving increased attention.

Our Glenryck UK brand has returned to growth following its
restructure due to increased distribution, despite highly
competitive retail conditions prevailing in the UK market.
FISHMEAL AND FISH OIL
Very good availability of fish and improved landings along with
a favourable exchange rate resulted in a significant turnaround of
the business from the previous year’s substantial operating loss.
This positive impact was partially offset by generally lower prices
during the first half of the year.
Lucky Star’s two fishmeal (reduction) plants are located at
St Helena Bay and Hout Bay from where its fleet of vessels
operates, targeting industrial fish, particularly anchovy. Fishmeal
produced is sold locally and abroad. Profitability is mainly
dependent on the volume of fish landed, fishmeal produced and
sold, international selling prices and the rand/US dollar
exchange rate. Higher than inflation increases in energy costs
over the past few years have also impacted profits negatively.
The calendar year’s anchovy TAC is divided into what is termed
an A season and a B season allocation. The overall mass of the
TAC is based on DAFF’s view on the success of the recruitment
to the fishery. The B season TAC is determined and allocated
late in the calendar year, depending on industry success in
completing the A season allocation, and on DAFF’s view on the
then status of the resource. Anchovy, a relatively small sized
fish, tends to associate and shoal at times with similar
sized juvenile pilchard and horse mackerel (maasbanker). For
this reason by-catch allowances for both juvenile sardine and
horse mackerel are set at predetermined limits and the fishery
is managed strictly within these limits by closing areas where
the incidence of by-catch is high. During years of high
recruitment of these species, industry has difficulty in catching
its allocated anchovy. In 2012 the incidence of by-catch was
very favourable from a fishing point of view.
The anchovy biomass is considered to be stable and recent
surveys indicate a substantial increase from the previous
year. The 2012 A season TAC was 352 718 tons (2011:
270 291 tons), of which Oceana’s quota of 16,8% was
59 100 tons (2011: 45 289 tons). The A season TAC was not
landed in full by the industry when it closed on 31 August. From
1 September the industry was authorised to commence fishing
against the B season TAC of 120 000 tons (2011:
120 000 tons). Oceana’s landings of anchovy at 47 927 tons
in the 12 months to 30 September were good (2011:
21 449 tons). This was mainly due to good fish availability early
in the season as a result of good weather. The benefit was offset
by longer periods of poor weather later in the year.

The redeye herring resource was reported to have increased
significantly from the prior year. Catching by the industry is
regulated by a precautionary upper catch limit (PUCL) and not
by a TAC and quotas. The PUCL was 100 000 tons, the same as
in 2011. Availability and own fleet landings (20 537 tons) were
higher than in 2011 (13 781 tons).
Operationally, Oceana’s fleet of ten purse-seining vessels,
many of which include JV partners, generally performed well in
a season where landings per trip were good. The midwater trawl
experiment was put on hold for the current year. The fleet
delivered a total of 101 350 tons (2011: 66 879 tons) of
industrial fish to the two reduction plants for processing into
fishmeal and oil.
The fishmeal plants processed 138 035 tons of fish (2011:
95 851 tons) sourced from own landings, purchases and
trimmings from the cannery. The higher throughput volume
resulted in improved efficiencies, energy usage, variable costs
and carbon emissions per unit of product produced. Fish oil
production of 2 272 tons was higher than the prior year
(2011: 1 530 tons) due to the increased volume of fish
processed. The plants themselves are in a sound technical and
operating condition, well placed to handle substantial volumes.
Onerous licence requirements are monitored continuously and
equipment installed over the past few years has resulted in
meaningful improvements in the measurable emissions.
In excess of 50% of fishmeal is manufactured to premium
protein standards. This is sought by balanced feed manufacturers
to service the growing offshore mariculture and aquaculture
industries. Both plants are certified by the regulatory agencies of
China, the EU, Australia and Middle Eastern countries to enable
fishmeal produced to enter the markets of those countries. Lucky
Star is a member of the IFFO and the plants have been certified
as IFFO Responsible Supply (RS) plants. IFFO’s vision is to
enhance human and livestock health and welfare via superior
nutrition to the benefit of consumers worldwide.
The division sold 41 968 tons of fishmeal and fish oil during the
year under review (2011: 29 122 tons). Principal markets
supplied were China, Asia, Turkey and the Middle East,
Australia, South Africa and other African countries. The
international market was characterised by volatility in supplies
offered for sale, prices and stock positions adopted by major
buyers of the product. Fish oil, a by-product in the manufacture
of fishmeal, enjoyed strong demand on the market with all
product sold at good prices.
Fishmeal stock on hand at year-end was 4 625 tons
(2011: 8 371 tons).
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OPERATIONAL REVIEW LOBSTER, SQUID AND FRENCH FRIES

LOBSTER: Australia, China, France, Greece, Hong Kong, Italy, Japan, Switzerland,
Taiwan, USA
SQUID: Greece, Ireland, Italy, Japan, Spain
FRENCH FRIES: South Africa

SULEIMAN SALIE

OCEANA LOBSTER, CALAMARI FISHING AND
LAMBERTS BAY FOODS

KEY PERFORMANCE
INDICATORS
Total number of employees
Turnover

634
R350,4 million

Operating proﬁt

R29,5 million

West coast lobster

TAC (tons)
2 425

Own quota (tons)
327

Landed
full quota

South coast lobster

TAC (tons)
323

Own quota (tons)
10

Landed
full quota

TAE (permits) Allocated (permits)
2 423
104

Landed (tons)
310

Squid
French fries

Produced (tons)
18 467

Sales volume

Lobster
(tons)
3961

Squid
(tons)
4231

French fries
(tons)
18 457

Note:
1.

Sales volume includes procurement from third parties.

TAE (total applied effort)

MATERIAL RISKS
• Fluctuations in the seasonal availability of lobster and squid
• Uncertainty in the allocation of quota, with the small-scale
fisheries policy impacting the allocation of lobster rights
and potentially also impacting the sustainable management
of the resource
• Limited product range and dependency on a few major
markets
• Ensuring compliance with regulatory requirements
• Regular cost-effective supply of raw material (French fries
business)
VIEW MORE ABOUT OCEANA LOBSTER, CALAMARI FISHING AND
LAMBERTS BAY FOODS: www.oceana.co.za
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This division has three strategic business units, which share
a number of similar attributes in processing and marketing,
and where synergies in administration make management more
effective and the businesses more profitable. The division
employs 634 people (2011: 639 people), including
temporary/contract workers.
LOBSTER
Operationally, 2012 was a successful year. Revenue and
earnings improved due to the effect of additional lobster
volumes procured and sold.
Oceana has been an active participant in the west coast lobster
fishery since 1913, when the now deregistered subsidiary North
Bay Canning Company commenced canning lobster tails, sold
mainly in France. Production changed to frozen tails in the late
1930s, destined for the US market, and then in the 1980s to
mainly frozen whole lobster products for Japan, and more recently
to live lobster exports, particularly to the Chinese market.

STRATEGIC FOCUS AREAS
•

Secure retention of ﬁshing rights for west coast lobster
(due for renewal in 2015) and squid (due for renewal
in 2013)

•

Improve margins by increasing live lobster storage
periods

•

Increase procurement of lobster through engagement
with small-scale ﬁshers

•

Continue proactive engagement with government,
labour and small-scale ﬁshers

•

Assess feasibility of entry into new markets
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OPERATIONAL REVIEW LOBSTER, SQUID AND FRENCH FRIES CONTINUED

AN INDEPENDENT SOCIO-ECONOMIC STUDY REVEALED THAT APPROXIMATELY
2 250 JOBS ARE CREATED ON A NATIONAL SCALE THROUGH THE LAMBERT’S BAY
FRENCH FRIES OPERATION.
Investment, commitment and product innovation for almost
a century have enabled Oceana’s lobster business to survive
and prosper notwithstanding cycles in nature, socio-political
upheavals and economic downturns. This sector has undergone
significant transformation since 1992 through the introduction
of new entrants and internal transformation of many existing
rights holders. During the process of restructuring of the sector,
Oceana’s share of the overall TAC was reduced from 36% to
13,5%. Fair and objectively determined volumes of lobster in
catching rights and permits are necessary to maintain
employment, secure market share and penetration, manage
costs and justify long-term investment in new plant and
technology.
Strategic objectives in recent years have therefore focused on:
• procuring additional volumes of raw material by way of
engaging with artisanal fishermen and communities,
acquisitions, and packing and marketing landings of other
commercial rights holders;
• maintaining good operational and compliance performance;
and
• improving operating margins through fishing strategy,
production efficiencies, and strategic market selection.
The regulatory process for determining the TAC and allocation
of long-term access rights is satisfactory but there is still a need
to improve monitoring and policing, which is hampered by a lack
of resources.
The TAC for west coast lobster was 2 425 tons during the year
under review (2011: 2 286 tons). Of this amount, 250 tons
(2011: 200 tons) were allocated to artisanal fishermen.
Oceana’s share of the portion of the TAC allocated to organised
industry holding long-term fishing rights was 327 tons (2011:
326 tons), ie 0,3% higher than 2011. For south coast lobster,
Oceana’s 3,1% share of the TAC amounted to 10,2 tons
(2011: 10,3 tons).
By close of season, Oceana landed its full quota allocation of
327,4 tons, as well as 50,7 tons on behalf of other rights
holders. The west coast fleet of nine vessels performed well
despite catch rates being lower than the previous year.
Landings of west coast lobster were directed mainly into live
product for export. South coast lobster was processed into
live product, as well as sea-frozen tails. Oceana’s land-based
facilities at Hout Bay (live lobster) and St Helena Bay (frozen
products) have the capacity and capability to produce live, whole
frozen lobster and frozen tail products in the ratio best suited
to maximise earnings.
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Oceana’s main markets are China (live exports), Japan (whole
frozen) and France, Italy and Switzerland (live and frozen).
Demand for product in China remained strong but prices were
lower than last year due to the effect of higher import duties into
China. The weaker rand, however, more than offset the effect of
lower prices. Prices remained steady in Japan and the European
countries. Marketing success is built on continuity and reliability
of supply in terms of volumes appropriate for the market
concerned.
With scientific advice favouring conservative approaches to
strengthen the biomass, it was expected that the commercial
TAC would be reduced as from 2013. However, it has been
announced that it will remain the same as for 2012. Oceana will
continue to seek additional volumes through acquisitions and
arrangements with other rights holders. Its own catching,
processing and distribution infrastructure is in good order. Major
markets are expected to remain firm with worldwide demand for
lobster exceeding supply.
SQUID
Poor squid availability continued in 2012 and consequently
lower landings resulted in another disappointing performance
in this business.
Oceana conducts its squid operations through its subsidiary,
Calamari Fishing (Pty) Limited (Calamari Fishing), based in Port
Elizabeth. Fishing is regulated on an effort basis, rather than a
TAC system. Oceana currently operates five vessels and holds
104 of the 2 423 catching permits issued in this sector of the
fishing industry. This is the same number of permits as in 2011.
Following a poor 2011 season, squid availability in the current
season was the lowest recorded in the last decade. Despite
consistent and efficient fishing by the company’s fleet, poor
landings of 310,1 tons were delivered in 2012 (2011:
501,0 tons). Squid availability tends to be cyclical, for reasons
attributed to weather and physical conditions in the water, such
as water temperature. As in other sectors of the fishing industry,
the volume of landings and production are the drivers of
profitability, for reasons of cost recovery, efficiencies and selling
prices. As a consequence of the poor landings and in an effort to
control fixed costs, production in the facility at Humansdorp
ceased and the administration function in Port Elizabeth was
restructured and consolidated with the administration function
based in Cape Town.
Four of Calamari Fishing’s vessels have converted their on-board
sea freezing process to an individually quick frozen (IQF)
method. Shortly after being caught, individual squid are placed
on a tray to be blast frozen to -30 ºC. On arrival at the port the

landings are graded, glazed and boxed at the company’s facility
in Port Elizabeth, ready for distribution to market. Instead of the
alternative practice of freezing landings into blocks of conjoined
fish, the IQF process results in a high-quality product which
lends itself to managed use by retailers and consumers. This
enhancement in the production process has been well received
by the market, where Oceana’s brand enjoys a growing
reputation.
Major markets are in the EU and Japan. Despite depressed
economic conditions continuing in Europe, prices increased well
above last year, due to the shortage of supply following consecutive poor catch seasons in South Africa. Demand for squid
products was steady. Industrial relations were stable.
Performance in 2013 will depend to a large extent on volumes
landed and on supplies of squid on the world market which
affect prices. Calamari Fishing’s fleet and infrastructure are in
good order to perform well. Initiatives to attract additional fish
from third parties, to process and market, will continue. Squid
fishing rights are due for renewal at the end of 2013 and
successful renewal of these rights will be a key objective
next year.
FRENCH FRIES
The business returned to profitability in 2012. Revenue
increased, due to a growth in sales volumes, and margins were
higher due to an improvement in capacity utilisation, a focus on
operational efficiencies and stable raw material prices and
quality.
Oceana’s subsidiary Lamberts Bay Foods Limited (LBF) produces
French fries and value-added potato products at its factory in
Lambert’s Bay. Established in 1995 as a social responsibility
project to offset job losses in the region due to the decline in
fishing employment opportunities in the area, the business has
developed into a viable operation. The company employs
273 people (2011: 283 people) in Lambert’s Bay.

specifications as to size and quality is a major contributor to
profitable performance.
During 2012, the plant passed all annual hygiene, quality, and
safety audits conducted by independent assessors of key
customers.
Operational performance continued to be at a consistently high
level. Production yields improved significantly over last year due
to an increased supply of better size and quality potatoes from
Western Cape cultivars and improved utilisation of secondary raw
material in the production of value added products, which
increased significantly in volume during 2012.
Solid waste is dumped at sites approved and controlled by the
local authority. Drying of solid waste to produce a balanced
animal feed and conversion of waste into organic fertilizer are
two waste utilisation projects currently being developed by the
business. Waste water is discharged into the sea, in a state
which complies with the regulator’s specifications.
LBF’s customers are largely franchised QSRs and retail customers, to whom the company aims to supply products and
services of a range and quality demanded by this exacting
and competitive sector of the food industry. LBF’s fries, wedges
and hash browns are enjoyed at restaurants and purchased at
retail franchises across the country. Product variants, for both
local and export markets, are included in longer-term investigation and planning.
Sales margins in 2012 continued to be impacted by competition
resulting from imported product. The cost of raw potatoes in
South Africa is usually twice that paid by European producers
who export to this country. However, the business remains well
placed to maximise utilisation of its production capacity and to
optimise market share through its diverse product range.

An independent socio-economic study revealed that approximately 2 250 jobs are created on a national scale through the
Lambert’s Bay French fries operation. North of St Helena Bay
it is the largest single employer on the west coast, and the plant
is currently the only facility in South Africa producing its entire
basket of products locally.
Potatoes used in the plant are sourced mainly from Mpumalanga, Free State and the Sandveld/Ceres regions of the Western
Cape. Development of long-term relationships with growers
closer to Lambert’s Bay is one of the business’ continuing
strategic objectives. A steady supply of quality potatoes from
contracted suppliers of raw material that meets optimum
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OPERATIONAL REVIEW HORSE MACKEREL AND HAKE

HORSE MACKEREL: Angola, Cameroon, DRC, Mozambique, Namibia, South Africa,
Zambia, Zimbabwe
HAKE: Australia, France, Italy, Korea, Netherlands, Portugal, Spain

NEVILLE BRINK

BLUE CONTINENT PRODUCTS

KEY PERFORMANCE
INDICATORS
Total number of employees
Turnover

HORSE MACKEREL
The horse mackerel business continued to produce good growth
in spite of challenging fishing conditions in South Africa and
changes in the allocation of fishing rights in Namibia.

516
R1,44 billion

Operating proﬁt:

R296,6 million
Namibia
Horse mackerel
(tons)

TAC/PMCL

South Africa
Horse mackerel
(tons)

Hake trawl
(tons)

320 000

31 500

129 810

Own or co-owned quota

43 205

10 942

4 314

Contracted quota

45 764

15 317

2 778

Caught

99 544

14 999

4 092

101 954

12 642

3 800

Sales volume (frozen ﬁsh)
Note: TACs and quotas are for calendar year 2012.

MATERIAL RISKS
• Re-allocation of horse mackerel fishing rights in
Namibia
• Nature and level of precautionary maximum catch limit
(PMCL) for horse mackerel in South Africa
• Matching and managing vessel catch capacity to
available quota
• Maintaining business continuity through effective
management of fleet
• Ensuring compliance with legal requirements

VIEW MORE ABOUT BLUE CONTINENT PRODUCTS:

www.oceana.co.za
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Oceana’s horse mackerel business is conducted through
subsidiaries Blue Continent Products (Pty) Limited (BCP) in
South Africa, Erongo Marine Enterprises (Erongo) in Namibia
and Oceana International on the Isle of Man.
Oceana operates three horse mackerel vessels in Namibia and
one in South Africa, which fish all year round. Subsidiary
Oceana International is a trading company sourcing fish,
including horse mackerel, from a variety of sources. Horse
mackerel is in high demand in Southern, Central and West
Africa, as an important source of affordable protein. Oceana,
through its subsidiaries, is active in all these markets.
Empirical evidence and research data available indicate that
the resource in South Africa is stable. It has for many years been
managed through a precautionary maximum catch limit (PMCL),
currently 31 500 tons per annum for the dedicated midwater
trawl effort. Oceana’s South African vessel, the Desert Diamond,
has scientific observers on board for every trip. They collect data
for research purposes, as well as carrying out compliance duties.
The Desert Diamond caught a total of 14 999 tons of own
and contracted quota in the 2012 financial year (2011:
26 428 tons). Catches in the 2012 financial year were well
below 2011 levels due to a combination of poor fishing
conditions in 2012 and a portion of the 2010 quota caught at
the beginning of the 2011 financial year. By the end of
September, 12 639 tons of the 2012 quota had been landed.
The 2012 quota is unlikely to be caught in full due to lower
catch rates caused in part by high water temperatures on the
east coast for much of the year.

STRATEGIC FOCUS AREAS
•

Proactive engagement with the South African and
Namibian governments

•

Ensuring appropriate localisation of Namibian operations
through targeted employment and training of staff

•

Securing retention of current ﬁshing rights, which are
due for renewal in 2013/14 (Namibian horse mackerel),
2015 (South African horse mackerel) and 2020
(South African hake)

•

Building long-term relationships with other rights holders
through JVs

•

Seeking to increase allocation of TAC over the longer term

•

Promoting market differentiation of Oceana’s horse
mackerel product

•

Realisation of opportunities arising from the acquisition
of Lusitania’s hake business and exploration of further
acquisition opportunities
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OPERATIONAL REVIEW HORSE MACKEREL AND HAKE CONTINUED
PRODUCT QUALITY CONTROLLERS ARE ON BOARD EVERY FISHING TRIP IN SOUTH
AFRICA AND NAMIBIA. TRAINING OF LOCAL MARINE ENGINEERS AND TECHNICAL STAFF
CONTINUES, SUPPORTED BY GRADUATE RECRUITMENT PROGRAMMES.

The horse mackerel resource in Namibia is reported to be strong
and remains well managed through measures implemented by
the Ministry of Fisheries and Marine Resources including an
annual review of the TAC and limitation of fishing to areas
deeper than 200 metres. The vessels carry two fisheries
inspectors who act as compliance observers.
The 2012 TAC for Namibia is 320 000 tons (2011:
310 000 tons). Higher allocations in the 2011 quota year
created an opportunity for the Desert Diamond to fish in
Namibia for two months at the end of 2011 to supplement the
catch capacity of the Namibian fleet. In January 2012 the
Minister of Fisheries and Marine Resources announced the
preliminary allocation of 100 000 tons of horse mackerel quota
to new rights holders. This was followed by a further allocation
of 21 000 tons in August, effectively reducing the amount of
quota available to “old” rights holders. This has meant that
Erongo has had to contract quota from the new rights holders in
order to keep its fleet at full catch capacity. The effect of this,
together with competition from international vessel operators,
has resulted in an increase in costs to secure quota. Erongo
caught and processed a total of 107 761 tons of own
and contracted quota in the 2012 financial year (2011:
100 655 tons) and 67 229 tons of the 2012 quota by the
end of September (2011: 77 058 tons). Erongo’s full quota
is expected to be caught before the end of the quota year
(31 December 2012).
All vessels in the fleet performed well in terms of landings,
efficiencies, product quality and cost management. Vessel
performance has benefited from a strict maintenance regime,
as well as further increases in freezing capacity. Landings are
processed at sea into frozen packs in the format required by
targeted markets. In Namibia, fish availability, quality and size
were good. In South Africa, poor fishing conditions due largely to
high water temperatures resulted in lower catch rates for part of
the year.
Product quality controllers are on board every fishing trip in
South Africa and Namibia. Training of local marine engineers
and technical staff continues, supported by graduate recruitment
programmes.
The division’s total horse mackerel sales by volume, from both
South Africa and Namibia, increased by 8%, compared with the
prior year. Prices were quite variable, driven mainly by supply
dynamics which changed dramatically during the year.
South African horse mackerel is sold principally into the Angolan
and Cameroon markets, which prefer larger sized fish with
a higher fat content. Limited supply, together with strong
demand, resulted in increased prices.
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The Namibian species is generally a slightly smaller sized fish,
sold predominantly into the Democratic Republic of the Congo,
South Africa, Mozambique, southern Angola, Namibia, Zambia
and Zimbabwe. The introduction of new operators in the
Namibian horse mackerel industry resulted in an extremely
competitive environment. Large catches over a short period of
time resulted in volumes being concentrated over a few months
of the year and led to a reduction in selling prices of
smaller sizes.
HAKE
The hake business experienced an excellent year with good
catches, higher prices and cost containment.
South Africa’s hake resource is reported to be in a stable
condition and continues to be managed on a conservative basis.
Oceana’s hake catch is made up of its own quota allocation, as
well as that of its JV partners. It is caught using two deep-sea
trawlers, Compass Challenger and Realeka. In 2012, Oceana’s
total quota available for trawl, including that of its JV partners
but excluding the Lusitania acquisition, was 4 107 tons (2011:
3 741 tons). These quotas are allocated for the calendar year
and are expected to be landed by year-end (31 December 2012).
Both hake trawlers performed well during the year. Catches
were good, as were fish quality and mix, which included a
higher proportion of larger sized fish. These factors, together
with a favourable rand/euro exchange rate, made Oceana’s
product more attractive in export markets, resulting in exports
increasing to 86% of sales revenue (2011: 75%). All trawl hake
and by-catches are boxed and frozen at sea. Oceana’s hake
products are sold on local and export markets, particularly in
Spain, Portugal, Netherlands, Australia and Korea. Prices
achieved in 2012 were well above those of 2011.
Two additional trawlers were acquired from the Lusitania group
in September 2012 along with 2 398 tons of deep-sea trawl,
and 588 tons of inshore trawl, quota. The acquisition was
concluded too late in the year to affect the 2012 results but will
add, significantly, to the scale of the business in future. Oceana
sold its small interest in the hake long-line sector in 2012, as
the business was not generating acceptable returns.
BCP holds an MSC certificate for compliance with the MSC
chain of custody requirements for its hake products. The
South African hake fishery is MSC certified, which confirms
compliance with the MSC’s rigorous standards concerning
responsible and sustainable fishing.
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OPERATIONAL REVIEW COMMERCIAL COLD STORAGE

COLD STORAGE: Namibia, South Africa

LOURENS DE WAAL

COMMERCIAL COLD STORAGE
Handling and storage of frozen products, especially poultry, were
appreciably higher for the last three quarters of the financial
year, resulting in divisional earnings being well above those of
the prior year.

KEY PERFORMANCE
INDICATORS
Total number of employees

307

Turnover

R279,8 million

Operating proﬁt
Cold storage capacity

R66,0 million
Over 110 000 refrigerated pallet spaces
in ten warehouses

Cold storage occupancy level

81%

Frozen pallets handled

496 000 pallets

Fruit pallets handled

143 000 pallets

MATERIAL RISKS
• Insufficient occupancy levels in cold store facilities
• Failing to ensure sufficient market differentiation
through nature of service offering
• Exchange rate fluctuation and nature of South African
import/export balance
• Managing costs and ensuring reliable availability of
energy and water
• Managing business continuity, eg fire damage;
safety incidents
• Loss of product through theft and fraud
• Access to required skills for new growth opportunities

VIEW MORE ABOUT COMMERCIAL COLD STORAGE:

www.ccslogistics.co.za
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CCS Logistics now operates ten refrigerated warehouse facilities
in the major centres and harbours of South Africa and Namibia.
These cold stores are located in Cape Town, Durban,
Johannesburg and Walvis Bay. Collectively, they offer customers
over 110 000 refrigerated pallet positions. These stores are
capable of storing and handling product at temperatures from
ambient to well below zero, with the Duncan Dock store in Cape
Town reaching as low as -60 ºC. It is thus suitable for poultry,
fish, meat, vegetables, dairy, margarine and fruit.
Fruit activity is in commercial (unsterilised fruit) and sterilised
fruit. Sterilised fruit is processed through a specialised
low-temperature sterilising system offered at the purpose-built
Maydon Wharf Fruit Terminal in Durban.

STRATEGIC FOCUS AREAS
Protecting the current business by ensuring business
sustainability (2012 – 2013) by:
•

Expanding the existing menu of services

•

Entering into long-term customer agreements based
on space reservation

•

Enhancing customer management services

•

Increasing competitiveness by addressing the
cost base

•

Leveraging the IS investment for customer and
cost beneﬁt

Growing the business through a step-change (2013 – 2017) by:
•

Increasing capacity at some existing CCS facilities

•

Expanding the geographical footprint in SA and
Namibia

•

Identifying and realising growth opportunities in new
markets in Africa

•

Expanding market share in the chilled category
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OPERATIONAL REVIEW COMMERCIAL COLD STORAGE CONTINUED
OCCUPANCY LEVELS IN RESPECT OF FROZEN PRODUCT AND INBOUND PALLET VOLUMES
WILL REMAIN THE KEY REVENUE DRIVERS IN THE CCS BUSINESS. IN 2012 THE VOLUME
AND DWELL TIME IN FROZEN IMPORTS OF MEAT AND POULTRY EXCEEDED 2011 LEVELS.

CCS has a long-standing and sound reputation in the primary
storage and handling of perishable products on behalf of major
manufacturers and importers. The location of cold stores, the
range of services offered and the ability to integrate these
services cost-effectively into the full outbound supply chain are
key to achieving sustained support and occupancies in the cold
storage industry. The industry in South Africa has experienced
a significant growth in additional cold storage and handling
capacity over the past two years. This has put pressure on
margins and given renewed impetus to CCS’s efforts to continue
on the road of service expansion, innovation and cost management. The security and service integrity of customers products
remain based on a platform of modern store design, optimum
refrigeration technology, up-to-date IS and accreditation in
internationally recognised quality control systems.
Occupancy levels in respect of frozen product and inbound
pallet volumes will remain the key revenue drivers in the CCS
business. In 2012 the volume and dwell time in frozen imports
of meat and poultry exceeded 2011 levels. Local producers, of
especially poultry and vegetable products, came under increased
price pressure from importers and inventories increased to the
benefit of the cold storage industry. CCS was the major beneficiary of the higher storage demand by actively securing the
majority of the additional market requirements. In Namibia
the increased horse mackerel catch allocation in the first
quarter, coupled with an increase in the number of quota
holders, drove up the demand for frozen storage to the benefit of
the strategically positioned CCS facility in Walvis Bay. Although
remaining depressed, 2012 saw an improvement in the foreign
fishing fleet usage of the Cape Town port and the CCS quayside
facility at Duncan Dock. The net overall effect of market activity
was a significant growth in storage and handling revenue
for frozen product compared to 2011. Despite a continued
marketing drive to promote fruit handling of the more profitable
sterilised fruit through one of the Durban facilities, this was not
achieved and the overall performance of the two fruit facilities
remained largely static as a result. It was pleasing to see that
the commercial fruit continued its upward volume trend over the
two preceding years; however, the margins in this fruit category
remain under pressure. Total overheads grew in line with
increased activity and the significant increases in mainly
electricity tariffs were partly offset by the increased focus
on efficiencies.
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There were no significant health or safety incidents at any of
the stores during the year. Independent service providers and
regulatory agencies continue to conduct regular reviews of
operating processes and safety measures. Benchmarks for risk
audits were exceeded at all facilities.
Longer-term strategic planning caters for a further expansion in
the menu of services, more service flexibility, better leveraging
of IS, guaranteed space contracts for customers and footprint
expansion in South Africa and into Africa. The required supply
chain skills are being developed and tools sourced to deliver
against the strategic plan.

Oceana Group Limited Integrated Report 2012 43

OPERATIONAL REVIEW GROUP HUMAN RESOURCES

HUMAN RESOURCES
Oceana’s goal is to create and maintain a stimulating, culturally
diverse and healthy working environment. As such, the human
resource function plays a key role in driving the values and
business philosophy of Oceana. The group aims to provide
employees with opportunities to use their talents to achieve
short-term and long-term goals, as well as to attract, retain and
develop high-potential individuals.

JANE WILKINSON

KEY PERFORMANCE
INDICATORS
• No production days lost to strike action or labour unrest
• Labour turnover 7%, below national average of 12,8%
(Deloitte Human Capital Corporation)
• Skills development interventions in literacy, learnerships
and leadership continue
• Individual performance agreements in place with 82%
of non-bargaining unit employees (2011: 80%)
• HIV actuarial study indicates future prevalence of
10,9%, reducing to 10,5% by 2022 showing
stabilisation
• Employee assistance programme launched. Focus on
substance abuse and awareness training
• Achieved a 66% score using the AidsRating® analysis
tool, which measures the success of a strategy aimed at
managing the impact of Aids. A target of 60% was set
for 2012.

VIEW MORE ABOUT HUMAN RESOURCES:

www.oceana.co.za
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COMMUNICATION OF CORPORATE VALUES
The corporate values, approved by the board in the prior
reporting period, were launched to the management team
followed by a communications programme being rolled out
across the group in order to integrate the values into all aspects
of the business.
LEGISLATIVE COMPLIANCE
The anticipated changes following the government’s review of
the Labour Relations Act and Basic Conditions of Employment
Act have been considered and the required changes to terms
and conditions of employment will be made. This includes
reviewing the usage of fixed-term contracts across the group.
An internal HR audit was completed during the period under
review. This included a focus on the group’s compliance with
employment legislation and the working practices and
procedures related to the legislation. No significant findings
were made.
INDUSTRIAL RELATIONS
Wage negotiations were concluded successfully in all divisions
with the relevant trade unions. No production days were lost to
strike action or industrial unrest of any form. This is as a result
of the good relations in place. Currently the Department of
Labour (DoL) is concluding a formal investigation into the
fishing sector in order to determine if a sectoral determination
is required to regulate the terms and conditions of sea-going
employees who are not covered by existing bargaining or
statutory councils. In the case of Oceana this will affect both
the pelagic and lobster divisions. The requirement to become
self-regulated through the formation of an employer’s association
in order to participate in a bargaining or statutory council
arrangement is actively being supported via the appropriate
fishing associations by divisional representatives. If selfregulation is not achieved the group does not expect to be
affected by the prescription of rates of pay or specific benefits
that may be contained within the sectoral determination, as
these are already in place. However, the impact of unreasonable
working hours or shift restrictions may have an impact on
the business.
The new employers organisation has been formed and an
application for registration will be made to the DoL by the end
of 2012.

STRATEGIC FOCUS AREAS
•

Meet employment equity targets

•

Promote skills development

•

Drive performance management

•

Meet changing regulatory requirements, especially
revisions to Merchant Shipping Act and new
employment legislation requirements

•

Implement effective incentive schemes

Oceana Group Limited Integrated Report 2012 45

OPERATIONAL REVIEW GROUP HUMAN RESOURCES CONTINUED
THE CORPORATE VALUES, APPROVED BY THE BOARD IN THE PRIOR REPORTING PERIOD,
WERE LAUNCHED TO THE MANAGEMENT TEAM FOLLOWED BY A COMMUNICATIONS
PROGRAMME THAT WAS ROLLED OUT ACROSS THE GROUP IN ORDER TO INTEGRATE
THE VALUES INTO ALL ASPECTS OF THE BUSINESS.

In addition, the Merchant Shipping Act has also been reviewed
and is currently being debated at Nedlac. There is a proposed
eight-hour working day for sea-going employees which would not
be applicable in the fishing sector if there are bargaining or
statutory council structures in place. Therefore, the impetus to
become self-regulated is increased as the impact on all players
in the industry is significant.
PERFORMANCE MANAGEMENT
In line with our corporate value on people where we state that
we strive to instill a performance-driven culture, our focus in this
area continued and an analysis of the performance management
procedures was undertaken during the year. The outcome of the
review has indicated that more training and education for the
management teams are required in order to develop a more
holistic and integrated approach to performance and this will
be included in next year’s programme of activities.
REWARD AND BENEFITS
As detailed in the remuneration report on pages 71 to 72,
the short-term incentive scheme has been reviewed in order to
ensure that the reward policy and pay mix remain competitive
and able to assist the group in attracting and retaining talent
and critical skills. In addition, a review of two of the group’s
retirement funds (Oceana Group Pension Fund and Oceana
Group Provident Fund) has been undertaken and they will be
moved to an umbrella retirement fund mechanism during the
course of the next year. This will result in cost savings from
reduced administration fees, which will benefit the members,
as well as a more effective structure in relation to the increasing
regulatory obligations.
HUMAN CAPITAL DEVELOPMENT
Activity in the adult education and training area (literacy)
increased this year. A total of 85 employees attended
a programme (2011: 55) and expenditure increased to
R1,1 million (2011: R0,4 million).
Forty-nine employees completed their learnerships in generic
management, business administration or wholesale and retail
distribution and a graduation ceremony took place.
The leadership academy continues to focus on developing the
current and future requirements of the leaders in the business.
An Emerging Managers Development programme was completed
with junior managers across the business.
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In addition, the Oceana “Leader as Coach” programme was
extended to include middle managers in the group. This
programme continues to assist in developing the skills required
to further grow talent from within the organisation and the
roll-out will continue during the next year.
A Leadership 360° review was completed at executive and senior
management levels. The results were incorporated into
development plans following discussions with the participants.
HIV/AIDS AND WELLNESS INITIATIVES
During the period under review an actuarial HIV prevalence
study was completed. Demographic information of the group’s
current employee profile was provided together with information
relating to the benefits on the various retirements funds, medical
aid, sick leave entitlements and current sick leave balances.
This information, together with the results of the two wellness
interventions, was used to inform the outcome. The Actuarial
Society of South Africa 2008 model was used to calculate the
projections. The results of the impact study indicate an
estimated 10,9% prevalence rate currently and that this will
reduce to 10,5% by 2022 at group level. The stabilised rate and
slight reduction are as a result of the epidemic having reached
a plateau in the Western Cape. This information will be used to
inform decisions relating to future wellness interventions.
The Employee Wellness programme managed by Kaelo, an
independent service provider, was adapted in 2012 and
an Employee Assistance programme was launched that provides
telephonic and face-to-face counselling for employees and their
families in the event of emotional, mental or other types of
trauma. This programme, together with awareness and education
sessions for employees on substance abuse, as well as training
for leaders at all levels in the business on how to manage
substance abuse at work, will form the focus of the wellness
initiative until early 2013.
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OPERATIONAL REVIEW GROUP STRATEGIC SERVICES

ALETHEA CONRAD

KEY PERFORMANCE
INDICATORS
• Achieved an improved score of 93,98 and an overall
independent B-BBEE level 2 rating
• Protected current fishing rights
• Maintained increased focus on influencing government
to adopt a consistent approach to measuring
transformation
• Retained JSE’s SRI Index listing
• Oceana received a Gold award for its inclusion in
the CDLI
• Participated in the CDP since 2010
• Achieved CSI spend of 1,2% of net profit after tax
• Achieved average environmental control system audit
score of 93%
• Achieved an emissions intensity reduction of 9,51%

VIEW MORE ABOUT GROUP STRATEGIC SERVICES:

www.oceana.co.za
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Group Strategic Services (GSS) is a corporate service division
offering shared strategic services to the operating divisions for
the following portfolios: sustainability, transformation, corporate
communication, CSI, commercial, property and group procurement contracts. GSS was established in 2010 after completion
of an organisational effectiveness assessment. A key finding of
this assessment was that greater efficiency and effectiveness
within operational divisions could be achieved through reducing
duplication and offering key strategic services centrally at the
corporate head office. The role of GSS is to provide high-quality
strategic services that place Oceana in the best position to grow,
with particular focus on social, economic and environmental
sustainability. The key focus areas during 2012 has been the
retention of Oceana’s empowerment credentials, protection
of its fishing rights, proactively working at improving the
group’s reputation through greater stakeholder engagement,
promoting marine resource sustainability and reducing the
group’s carbon footprint.
Overall, considering our operational performance, 2012 has
been a productive and successful year.
B-BBEE CREDENTIALS
At the end of 2011, the Department of Trade and Industry (DTI)
released the B-BBEE Amendment Bill, which aims to refine the
B-BBEE Act 53 of 2003 and close loopholes that may exist in
current legislation. The Bill was approved by Cabinet during
August 2012. The DTI decided that the 6-to-10-year measurement targets included in the Codes would apply to all companies
with a year-end after 9 February 2012. This increased the
employment equity and preferential procurement targets for
2012. Oceana had anticipated that the new targets would only
become effective during its 2013 financial year. Nonetheless, it
is pleasing to report that Oceana has achieved an improved
score of 93,98 points, it has maintained its level 2 B-BBEE
status, and has a recognition rating of 125% for procurement
in terms of the DTI B-BBEE Scorecard. This can be attributed to
increased internal focus and analysis including the following:
•

An in-depth review of the group’s transformation status,
which is conducted annually in January. A detailed gap
analysis per element of the scorecard for each division is
compiled and presented to the CEO and each divisional
managing director.

•

Detailed plans to address the gaps are developed in
consultation with each division. The plans are agreed,
signed off and implementation monitored at a group level
on a quarterly basis.

•

Regular divisional review and reporting, as well as quarterly
reporting to the internal Transformation Forum. Biannual
reporting on developments take place at the social, ethics
and transformation committee; and

STRATEGIC FOCUS AREAS
• Ensure sustainability of B-BBEE credentials, by
continuing to explore mechanisms to increase Oceana’s
black ownership level and by retaining level 2 B-BBEE
rating
• Protect current ﬁshing rights by ensuring effective
delivery against government expectations
• Manage stakeholder perceptions effectively to develop
and maintain positive reputation across stakeholder
groups
• Increase our focus on environmental sustainability,
thereby ensuring our activities comply with the
expectations of customers and investors through –
° Promoting the sustainability of marine resources
by encouraging effective research and monitoring,
promoting responsible ﬁsheries practices, and
ensuring compliance
° Reducing the environmental footprint of our
activities
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OPERATIONAL REVIEW GROUP STRATEGIC SERVICES CONTINUED
THE OCEANA FOUNDATION WAS ESTABLISHED DURING 2012 TO CONSOLIDATE THE OVERALL MANAGEMENT OF CORPORATE SOCIAL INVESTMENT EXPENDITURE BY THE GROUP
AND ITS SUBSIDIARY COMPANIES TO ACHIEVE GREATER IMPACT.

•

A high level of focus and commitment by the executive
team ensures retention of Oceana’s B-BBEE rating.

Oceana’s detailed B-BBEE scorecard is available online.
Ensuring the sustainability of the group’s B-BBEE credentials
will remain a key focus area, particularly within the context
of planned amendments to both the B-BBEE Act and Codes of
Good Practice (Codes).
PROTECTION OF OUR FISHING RIGHTS AND INFLUENCING
THE MEASURE OF TRANSFORMATION
Within an industry that is highly regulated and where access to
marine resources is governed through a competitive application
process, it is critical to ensure that the group’s operations comply with government expectations, whether they relate to
compliance with regulation or policy criteria.
A continuing focal point in securing fishing rights for the group
remains the assessment of transformation and whether a
broad-based approach in line with the B-BBEE codes or a narrow
approach focused only on black ownership should be applied in
the fishing sector. Oceana believes that the B-BBEE Act and
Codes were promulgated to provide certainty to the country and
the economy regarding the measure to be applied for broadbased transformation. Oceana has implemented a broad-based
approach to implementing transformation within the group and
has done so since 2004. This approach has led to Oceana being
rated independently as a black-owned and black-controlled
company with commendable empowerment credentials.
As mentioned in the CEO’s report, Oceana had brought an
application for the legal review of government’s policy on the
transfer of commercial fishing rights (the transfer policy) during
2009 in the Western Cape High Court, which was unsuccessful.
The appeal was heard in the SCA during March this year and
dismissed. Oceana’s primary legal challenge was that the
transfer policy was inconsistent with the B-BBEE Act and Codes
in that it required a narrow assessment focused only on
ownership and management control, and that the Minister of
Agriculture, Forestry and Fisheries and the department were
legally obliged to apply the Codes when determining
qualification criteria for the transfer of commercial fishing
rights. Regrettably, the SCA dismissed Oceana’s challenge.
The SCA adopted a very narrow interpretation of the Codes and
found that no relevant Codes have been issued as yet that apply
to the granting of licences, concessions or other statutory
authorisations.
During the year Oceana engaged frequently with officials within
DAFF and DTI at senior levels regarding the applicability of the
B-BBEE codes within the fishing industry, as DAFF’s current
narrow-based approach measuring only levels of black ownership
remains a hurdle to Oceana being able to grow through
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acquisitions within the South African fishing industry. This issue
has also been tabled with government via BUSA’s transformation
policy desk. It is anticipated that the proposed amendments to
the B-BBEE Act will remedy this and ensure consistency in the
measure of transformation across all sectors.
STAKEHOLDER ENGAGEMENT
Oceana has recognised the value of increasing its engagement
with key stakeholders and reflecting a willingness to listen, discuss and respond to issues of interest. During the year Oceana
continued its engagement with community and labour
representatives regarding both the content of the small-scale
policy and its implementation. Through Oceana’s membership
of the board of trustees at BUSA, it has participated directly in
the Nedlac Small-scale Fisheries Task Team, convened through
the Trade and Industry Chamber. It has also participated in the
Merchant Shipping Act Task Team and engaged with the
Transformation Policy Unit. Senior managers represent Oceana
at all sector-specific resource management working groups,
scientific working groups as well as at recognised sector industrial bodies. A member of the Oceana executive is currently the
chairman of Fish SA, an overarching industrial body, which
represents eight commercial fishing sectors.
Given wide-reaching social challenges such as the economic
decline, continuing high poverty levels, limited service delivery
in communities and the need for access to quality education,
Oceana believes it is important to engage with key stakeholders
within communities in which it operates to ensure that its
operations minimise negative, and maximise positive,
environmental and social impacts. A concerted effort has been
made to proactively improve engagement with government
officials at national, provincial and local level within the
education and social development departments, as well as with
non-governmental organisations, community representatives
and schools. In response to these stakeholders’ expectations,
the strategic focus of the group’s CSI initiatives was redirected
towards improving the socio-economic conditions in respect of
education and food security in the coastal communities in which
Oceana operates.
CORPORATE SOCIAL INVESTMENT (CSI)
The Oceana Foundation was established during 2012 to consolidate the overall management of CSI expenditure by the group
and its subsidiary companies to achieve greater impact. A
launch event was held in St Helena Bay with a key note address
delivered by the former Deputy Director-General of DAFF. The
Oceana Foundation is also geared towards fostering long-term
partnerships that will transform and empower the communities
in which it operates.

During the year various projects were undertaken in South Africa
by the Oceana Foundation which included:
•

the refurbishment and upgrading of schools infrastructure
in Hout Bay, St Helena Bay and Lambert’s Bay;

•

donation of mini-buses to assist these schools with
transporting pupils and teachers, given their often remote
locations;

•

partnering with Stop Hunger Now South Africa, an
organisation focused on alleviating hunger within needy
communities, in both meal packaging events and
distribution of food parcels.

CSI CATEGORY SPLIT FOR THE YEAR ENDED 30 SEPTEMBER 2012

The pie chart below reflects the geographic split in expenditure
for the Foundation for the year.
● Education (66%)
FOUNDATION’S GEOGRAPHIC AREAS OF FOCUS

● Community and rural development (3%)
● Food security (18%)
● Welfare (3%)
● Environmental conservation (3%)
● Other (7%)
ENVIRONMENTAL SUSTAINABILITY
During 2012 Oceana developed a revised strategy to manage
its impact on the environment. The key thrusts of the strategy
are to promote the sustainable management of marine resources;
ensure sound management of the group’s impact on climate
change; and develop a long-term focus towards achieving
a carbon neutral environment.

● St Helena Bay (31%)
● Hout Bay (19%)
● Lambert’s Bay (13%)
● Cape Town (34%)
● Other (3%)
In Namibia, CSI expenditure was directed towards support for
various educational initiatives in the Erongo region, including
the Arandis Primary School and Kindergarten and Okongo
Secondary School in northern Namibia. The project being
supported at a cost of N$1,1 million is the construction of
classrooms, a hostel and ablution block together with the
Ministry of Education.
Overall, the CSI expenditure for both South Africa and Namibia
amounted to R5,2 million, which stated as a percentage of net
profit after tax is 1,2% (2011: 1,6%). The following chart
reflects the split in expenditure by category.

Oceana’s long-term sustainability depends largely on the
health of the marine resources. To ensure the integrity and
soundness of the biomass of fish species that the group
harvests, sound scientific knowledge is essential and facilitates
proper management of the fishery resources. In addition to
supporting research by DAFF, Oceana annually commissions
independent scientific studies aimed at improving the reliability
of the scientific data in providing an accurate reflection of the
current status of the marine resources. The results of the studies
commissioned this year are available on the Oceana
corporate website.
All commercial fishing rights held by Oceana fall within the
green category of the SASSI consumer list. The hake trawl
fishery is certified by the MSC. Oceana’s commitment to
sustainable resource management led to it becoming a founder
member of the RFA in 2009. During the reporting year, Oceana
became a signatory to a joint declaration on action for wild
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OPERATIONAL REVIEW GROUP STRATEGIC SERVICES CONTINUED

OCEANA IS COMMITTED TO DIRECTING ITS FOCUS IN THE LONG TERM TOWARDS
ACHIEVING CARBON NEUTRAL STATUS. THIS YEAR MARKED THE THIRD YEAR IN WHICH
THE GROUP PARTICIPATED IN THE CDP, WHICH ENCOURAGES COMPANIES TO MEASURE
AND DISCLOSE THEIR GHG EMISSIONS.

marine fisheries initiated by The Prince’s Charities International
Sustainability Unit, as well as the United Nations Global
Compact (UNGC). Oceana is committed to integrating the ten
principles of the UNGC into the strategy, culture and day-to-day
operations of the business, as well as engaging in collaborative
projects that advance the broader development goals of the
United Nations, particularly the Millennium Development Goals.
EXTERNAL ACCREDITATIONS
Oceana has been listed on the JSE’s SRI Index for the last eight
years consecutively. Listing is dependent on compliance with the
increasingly stringent criteria on triple bottom-line performance
and commitment in the areas of corporate governance, environment, economy and society. The Index also offers investors a
useful comparable tool to use in assessing a company’s
sustainability practices.
CLIMATE CHANGE
Oceana updated the study on the fishing industry’s role in
adapting to climate change in 2012 and has commissioned
a risk and vulnerability study. Oceana has set short-term,
medium-term and long-term greenhouse gas (GHG) emission
reduction targets. In addition, Oceana is committed to
increasing awareness amongst its stakeholders regarding climate
change issues.
This marked the third year in which the group participated in the
CDP, which encourages companies to measure and disclose their
GHG emissions. Oceana continues to seek innovative ways of
managing GHG emissions in all our operations. Oceana was
included in the CDLI during 2010 and received a gold award
being placed in the Top 10 companies on the Index. To be included in the CDLI, companies must be part of the JSE Top 100
sample, provide a publicly available response using the Online
Reporting System, and achieve a disclosure score within the top
10% of the reporting population. During 2011, while Oceana
was not included in the JSE Top 100 sample for inclusion on the
CDLI, Oceana achieved a score equivalent to sixth place.
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During 2012 Oceana received a gold award for its inclusion in
the CDLI. The 2012 score increased to 95% and reflects the
consistent increase in focus on climate change management.
ENERGY USAGE AND LIMITATIONS OF EMISSIONS
Oceana is committed to directing its focus in the long term
towards achieving carbon neutral status. During 2012 the group
continued its drive to achieve reduced energy consumption
(diesel and electricity) in vessels and plants through revised
operating procedures, technological enhancements, recycling
and reusing renewable and non-renewable resources (waste heat,
water and packing materials), and it also enhanced control of
emissions to reduce the group’s carbon footprint and save costs.
There has been an increased focus on ensuring the accurate
measurement and reporting of emissions and energy usage.
A full Corporate Responsibility Report that includes Oceana’s
business practices and performance in terms of how the
group manages its impact on the environment and society,
as well as its commitment to CSI, is available online at
www.oceana.co.za. This report provides extensive quantitative
and qualitative data.

IT IS PLEASING TO REPORT THAT OCEANA HAS
ACHIEVED AN IMPROVED SCORE OF 93,98 POINTS.
IT HAS MAINTAINED ITS LEVEL 2 B-BBEE STATUS,
AND HAS A RECOGNITION RATING OF 125% FOR
PROCUREMENT IN TERMS OF THE DTI B-BBEE
SCORECARD.
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GROUP FINANCIAL DIRECTOR’S REPORT
OCEANA’S FINANCIAL POSITION IS STRONG. THE GROUP HAS NO LONG-TERM
BORROWINGS. WORKING CAPITAL REQUIREMENTS INCREASED SUBSTANTIALLY
TOWARDS THE END OF THE YEAR AS THE SUPPLY CHAIN FOR CANNED FISH IMPROVED.

FINANCIAL PERFORMANCE
INCOME AND GROWTH
Group revenue increased by 27% compared to the prior year.
The improved turnover came from each of the four operating
segments. A summary of the performance of each of the
divisions can be seen in the operating segments’ report on
page 3.
Group revenue is generated primarily in South Africa and
Namibia (67%); export markets are mainly other African
countries, Europe and the Far East, as shown graphically below.
REVENUE PER REGION – 2012

ROD NICOL

● South Africa and Namibia (67%)
● Other Africa (19%)
● Europe (8%)
● Far East (5%)
● Other (1%)
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DIVIDEND PER SHARE AND COVER

Group operating profit before abnormal items was
R711,0 million, an increase of 39% on 2011. The overall
operating margin of 15% was higher than the prior year.

Times cover
0,0

Net investment income includes accrued preference share dividends and net interest received. The preference share dividends,
which were in line with the prior year, were earned through
Oceana’s investment in Oceana SPV Proprietary Limited. The
details of this investment can be found in note 13 of the AFS. Net
interest increased over the prior year as a consequence of higher
average cash balances throughout the year. The net cash balance
at 30 September 2012 reduced to R231,6 million (2011:
R384,5 million) following outflows in September in respect of the
acquisition of businesses from Lusitania and payment of the
Competition Commission administrative penalty.
The group’s effective tax rate, excluding the effect of the
abnormal item and STC, was in line with the prior year. The
effective tax rate is influenced by the mix of profits taxable at
the South African rate of 28%, and the Namibian rate of 34%.
A reconciliation of the group’s effective rate to the South African
company income tax rate can be found in note 7 of the AFS.
Basic HEPS were 37% above those of 2011, as reflected in the
graph below.
HEADLINE EARNINGS PER SHARE
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Each dividend declaration by the board is preceded by consideration of anticipated operational and financial requirements
and after applying the solvency and liquidity tests. The board
remains comfortable with a cover of 1,5 times on headline
earnings, as illustrated in the following graph.
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FINANCIAL POSITION
Oceana’s financial position is strong. The group has no long-term
borrowings. Working capital requirements increased substantially
towards the end of the year as the supply chain for canned fish
improved. Inventory days are planned to increase further in
2013. The higher level of working capital was funded out of
cash reserves as was the payment in respect of the acquisition
from Lusitania.
The group has short-term borrowing arrangements in place with
major banks to cover seasonal periods of indebtedness. The
board is comfortable that the company would have access to
adequate long-term debt or equity capital if the need arises.
Overall, the capital structure is suitable and sufficient for
current and expected requirements.
KEY FINANCIAL RISKS
CURRENCY RISK
Oceana has significant volumes of imports and exports.
Exchange rate risk is managed through awareness in the
organisation of the currency risk related to foreign transactions.
The group has a formal foreign exchange policy approved by
the board which guides currency risk management carried out
by the business units in conjunction with the central treasury
department.
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GROUP FINANCIAL DIRECTOR’S REPORT CONTINUED
THE INVENTORY LEVEL OF CANNED FISH IS PLANNED TO INCREASE IN EXCESS OF
TURNOVER GROWTH DURING THE FORTHCOMING YEAR TO ENSURE OUR ABILITY TO
SATISFY ANTICIPATED DOMESTIC MARKET DEMAND.

Currency risks are partially hedged by means of forward
exchange contracts and the set-off effect of foreign currency
assets and liabilities. The group does not enter into derivative
contracts for speculative purposes. The graph below illustrates
the set-off effect of foreign currencies within the group.
COSTS AND TURNOVER PER CURRENCY – 2012 (R billion)
ZAR
Costs

2,01

Turnover

3,12

mackerel by 4,0%. The fishing assets acquired consisted
primarily of two vessels, MFV Sandile (1 345 grt) and
MFV Toralla (684 grt) plus their respective crews.
Acquisition of the V&A cold store facility and business increased
the group’s cold storage capacity by 4,1% and also provides
quay space for the hake vessel operations.
A decision by DAFF for transfer of the south coast rock lobster
fishing rights held by the Lusitania group and associated
companies to Oceana was not obtained and accordingly this
element of the transaction has not been given effect.

USD
Costs

1,91

Turnover

1,13

EUR
Costs

0,02

Turnover

0,28

Transfer of horse mackerel fishing rights from two other parties
were approved by DAFF during the year which, together with the
Lusitania rights, resulted in Oceana holding a 34,7% share in
the South African horse mackerel industry at year-end.
ACCOUNTING STANDARDS

Costs

0,00

The group complies with International Financial Reporting
Standards (IFRS). No new accounting standards, interpretations
or circulars were adopted in the 2012 AFS. In addition, no
accounting standards or interpretations issued but not yet
effective were identified which would have a material financial
impact on the group’s financial statements in the future.

Turnover
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Note 28 of the AFS provides information on the group’s foreign
currency balances and exposures at the end of the financial year.
CREDIT RISK
Trading in certain African countries involves a relatively higher
degree of credit risk as the conventional means of risk management are not always available. A cautious approach is followed
to limit exposure. Oceana’s accounting policy requires revenue
relating to sales to African markets on open account to be
recognised only once the sales proceeds have been received
in cash.
Note 18 of the AFS provides information on the concentration
of the group’s trade receivables at the year-end.
ACQUISITIONS
Transfer of the hake, horse mackerel and cold storage businesses
acquired from the Lusitania group and associated companies
took place on 18 September 2012. Allocation of the purchase
consideration can be found in the notes to the statement of cash
flows in the AFS.
As a result of the acquisition, Oceana’s percentage ownership in
the South African deep-sea and inshore trawl hake TAC
increased from 1,0% to 3,3% and in South African horse
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WORKING CAPITAL REQUIREMENTS
The inventory level of canned fish is planned to increase in
excess of turnover growth during the forthcoming year to ensure
our ability to satisfy anticipated domestic market demand.
DILUTION EFFECT OF KHULA TRUST SHARES
It is appropriate to bring to the attention of shareholders the
dilutive effect that Khula Trust’s shareholding in the company
has and will have on earnings per share (EPS) in the next five
years leading to the end of the lock-in period in 2017. Details of
the calculation of the number of shares used in the calculation
of diluted EPS are shown in note 8.1 of the 2012 AFS. The
dilutive effect is expected to increase over the next five years.
In 2017 the shares owned by the Khula Trust will no longer
be added back, thereby diluting EPS to the extent not already
built into the diluted EPS calculation.
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STATISTICAL AND FINANCIAL DATA

Notes
Consolidated statements of comprehensive income
Revenue
Operating profit before abnormal items
Abnormal items
Operating profit
Investment income
Interest paid
Profit before taxation
Taxation
Profit after taxation
Attributable to non-controlling interests
Net profit attributable to shareholders of
Oceana Group
Headline earnings

2012
R’000

4 647
711
(47
663
36
(3
696
232
463
20

951
025
955)
070
279
108)
241
315
926
136

443 790
456 158

2011
R’000

3 657 196
512 689
512
25
(2
535
189
346
13

689
826
872)
643
426
217
047

333 170
333 210

2010
R’000

3 423
484
(19
464
19
(5
479
175
303
9

219
474
697)
777
750
497)
030
515
515
091

294 424
313 908

2009
R’000

3 301
410
19
430
31
(5
456
148
307
15

288
866
329
195
561
600)
156
223
933
734

292 199
276 764

2008
R’000

3 002
317
11
329
35
(6
358
104
254
8

476
284
725
009
878
464)
423
153
270
197

246 073
234 636

Consolidated statements of financial position
Property, plant and equipment
Intangible assets
Deferred taxation
Investments and loans
Current assets
Total assets

435
88
23
142
1 878
2 568

850
638
187
940
113
728

415
18
13
153
1 422
2 022

623
101
204
445
623
996

364
16
8
151
1 302
1 843

538
183
528
897
083
229

352
36
5
140
1 188
1 722

170
117
878
111
010
286

334
45
5
131
1 039
1 555

147
293
386
258
398
482

Interest of shareholders of Oceana Group
Interest of non-controlling interests in subsidiaries
Interest of all shareholders
Deferred taxation
Other liabilities
Total equity and liabilities

1 584
48
1 633
41
893
2 568

540
702
242
843
643
728

1 358
40
1 399
41
581
2 022

428
923
351
669
976
996

1 212
34
1 246
46
549
1 843

130
340
470
900
859
229

1 091
33
1 125
49
546
1 722

702
994
696
829
761
286

969
29
999
44
511
1 555

926
632
558
733
191
482

456
25
(3
(242
(242
(6
(153
7
(151

562
312
108)
588)
222)
044)
331)
987
388)

729
14
(2
(169
(219
351
(115
4
240

211
320
872)
132)
993)
534
827)
902
609

416
6
(5
(166
(193
57
(87
6
(23

596
639
497)
234)
840)
664
937)
753
520)

293
16
(5
(138
(170
(5
(62
15
(52

650
509
600)
822)
984)
247)
429)
670
006)

320
20
(6
(84
(123
127
(87
(41
(2

833
998
464)
623)
640)
104
526)
583)
005)

Consolidated statements of cash flows
Cash generated from operations
Investment income received
Interest paid
Taxation paid
Dividends paid
Net cash (outflow)/inflow from operating activities
Cash outflow from investing activities
Cash inflow/(outflow) from financing activities
Net (decrease)/increase in cash and cash equivalents
Performance per share
Number of shares upon which earnings
per share is based (’000)
Headline earnings per share – basic (cents)
Headline earnings per share – diluted (cents)
Earnings per share – basic (cents)
Earnings per share – diluted (cents)
Dividends per share (cents)
Headline dividend cover (times)
Net asset value per share (cents)
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1
2

100 100
455,7
419,8
443,3
408,4
301,0
1,5
1 581,1

99 868
333,7
312,7
333,6
312,7
220,0
1,5
1 359,3

99 580
315,2
299,2
295,7
280,6
208,0
1,5
1 215,9

99 041
279,4
271,5
295,0
286,6
184,0
1,5
1 099,7

98 721
237,7
234,3
249,3
245,7
156,0
1,5
986,0

Profitability
Operating margin
Return on average shareholders’ funds
Return on average net assets
Return on average total assets
Finance
Total borrowings as a percentage of total
shareholders’ funds
Total liabilities as a percentage of total
shareholders’ funds
Current ratio (:1)
Number of permanent employees at year-end
Revenue per employee (R’000)
Assets per employee (R’000)
Share performance
Market price per share (cents)
Year-end
Highest
Lowest
Price earnings ratio
Number of transactions
Number of shares traded (’000)
Value of shares traded (R’000)
Volume of shares traded as a percentage of total
issued shares
Market capitalisation (R’000)
JSE food producers and processors index
JSE industrial index
Oceana Group share price index

Notes

2012

2011

2010

2009

2008

3
4
5 and 6
5 and 7

%
15,3
31
45
35

%
14,0
26
38
30

%
14,2
27
39
31

%
12,4
27
37
26

%
10,6
25
35
25

8

3

1

3

2

5

9

10
7

55
2,4
1 849
2 514
1 377

42
2,7
1 711
2 138
1 175

44
2,6
1 434
2 387
1 279

49
2,3
1 351
2 444
1 270

51
2,1
1 359
2 209
1 141

11
12
12
12

5 400
5 999
3 700
11,8
3 080
14 785
673 300

3 745
4 050
3 100
11,2
2 756
7 653
280 453

3 200
3 425
2 600
10,2
3 746
31 797
923 954

2 625
2 800
1 950
9,4
2 170
22 236
520 990

2 105
2 619
1 601
8,9
1 896
18 078
372 452

12
13
14
14
14

12,4
6 449 174
197,66
162,65
256,53

6,4
4 464 271
149,24
124,10
177,91

26,7
3 808 037
137,77
131,65
152,02

18,8
3 112 965
116,61
112,38
124,70

15,4
2 479 049
100,00
100,00
100,00

Notes:
1.

Dividend declared after reporting date included.

2.

Own shareholders’ funds divided by the net number of shares in issue.

3.

Operating profit before abnormal items expressed as a percentage of revenue.

4.

Headline earnings as a percentage of average shareholders’ funds.

5.

Profit before taxation and abnormal items (but excluding interest paid) expressed as a percentage of average net assets or average total assets.

6.

Net assets comprise total assets less non-interest-bearing liabilities.

7.

Total assets comprise property, plant and equipment, intangibles, investments and current assets.

8.

Total borrowings comprise long-term interest-bearing loans and bank overdrafts.

9.

Total liabilities exclude deferred taxation.

10. Revenue divided by the number of permanent employees at year-end.
11. Market price per share at year-end divided by HEPS.
12. Figures based on JSE transactions only.
13. Value of ordinary shares in issue at year-end price including treasury shares held by share trusts and subsidiary company.
14. Adjusted base 2008 = 100.
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DIRECTORATE

CHAIRMAN
Mustaq Ahmed Brey† (58)
CA(SA)
Appointed to the board in 1995
Non-executive director
Chief executive officer of Brimstone Investment Corporation Limited
Mustaq qualified as a chartered accountant in 1978 and started his own practice, M Brey & Associates, which became
the largest black auditing practice in the country and later merged with Ernst & Young. He serves on a number of listed
and unlisted companies’ boards and on several audit committees. Mustaq is active in his community and has set up
various community development structures.

CHIEF EXECUTIVE OFFICER
Francois Paul Kuttel°◊• (44)
BAA (University of San Diego)
Appointed to the board in 2009
On graduation, Francois joined his family’s US-based fishing operations. He returned to South Africa in 1995 as managing
director of Namibian Sea Products. He was chief executive officer of I&J for three years prior to being appointed to the
Oceana board as chief executive officer in 2009.

FINANCIAL DIRECTOR
Rodney Gerald Nicol°◊ (57)
BCompt (Hons) (Unisa), CA(SA)
Appointed to the board in 1991
Rod joined Oceana in 1985. He has held various financial positions in the group before being appointed group financial
director in 1991. Rod spent four years in the outdoor advertising industry before joining Oceana.

GROUP STRATEGIC SERVICES DIRECTOR
Alethea Berenice Anne Conrad°◊• (48)
BA LLB (Rhodes)
Appointed to the board in 2007
Lea was admitted as an attorney in 1989 and practised as an attorney before joining Transnet as a legal adviser in 1993.
She joined Blue Continent Products in 1998, and served as commercial manager and commercial director before being
appointed commercial manager of Oceana in 2001. In 2004, she was appointed group transformation manager and
a member of the Oceana executive.

NON-EXECUTIVE DIRECTORS
LEAD INDEPENDENT DIRECTOR
Saamsoodein Pather*† (62)
BBusSc, BCom (Hons), MBA (Cape Town)
Appointed to the board in 1996
Independent
Director of companies
Since graduating from the University of Cape Town in 1973, Shams has been actively involved in investment management,
which has included senior executive functions at Colonial Mutual Assurance Company, Southern Life and Real Africa
Holdings. He is currently a director of Coronation Fund Managers and Lungisa Investment Holdings.

Zarina Bibi Mahomed Bassa*◊ (48)
BAcc and Dip Acc (UDW), CA(SA)
Appointed to the board in 2011
Independent
Executive chairman of Songhai Capital (Pty) Ltd
Zarina sits on several boards including Kumba Iron Ore, Vodacom South Africa, Sun International, the Lewis Group,
Senwes, the Financial Services Board and Woolworths Holdings. Zarina was executive director responsible for private
banking at Absa and was a partner at Ernst & Young prior to that. Zarina was named Top Woman in Business at the Top
Women in Business and Government awards in 2007 and Top Business Personality in Financial Services: Banking
in 2008.
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Peter Gerard de Beyer*† (57)
BBusSc (Cape Town), FASSA
Appointed to the board in 2008
Independent
Director of companies
Peter joined Old Mutual in 1978, was appointed deputy managing director of Old Mutual Life Assurance Company
(South Africa) in 2000, and retired in November 2008. He sits on a number of boards, including Real People Investment
Holdings and certain Old Mutual group subsidiary companies. Peter is a Fellow of the Actuarial Society of South Africa.

Peter Bambatha Matlare† (53)
BSc (Hons), MA (Southern African Studies) (York)
Appointed to the board in 2008
Chief executive officer of Tiger Brands Limited
Peter joined Tiger Brands in April 2008 as chief executive officer. His career spans executive positions with the Urban
Foundation, Citibank, the Chamber of Mines, the Primedia group, the SA Broadcasting Corporation and the Vodacom
group. He is a past chairman of the National Association of Broadcasters, a director of the Association of Advertisers,
and a founding director of the National Electronic Media Institute of SA.

Phildon Martin Roux◊ (47)
BCom (Hons) (UPE), MBA (Henley – UK)
Appointed to the board in 2011
Executive committee member of Tiger Brands Limited
After two years with Coca Cola Sabco in the position of chief operating officer, Phil returned to Tiger Brands as business
executive consumer brands, also being accountable for Langeberg and Ashton Foods. Phil first joined Tiger Brands in
2001 from I&J where he held senior managerial positions in various functions. In 2006, he was appointed to the
executive committee and then to the Tiger Brands board of directors on 1 August 2008. He remained as non-executive
director of Tiger Brands, until rejoining the company in an executive capacity.

Nomahlubi Victoria Simamane•† (53)
BSc (Hons) (UBS – UK)
Appointed to the board in 2009
Independent
Chief executive officer of Zanusi Brand Solutions (Pty) Limited
Nomahlubi graduated as a biochemist and worked for Unilever for 12 years and for British American Tobacco as
marketing director for five years. In 1999 she was appointed managing director of BLGK Bates. Nomahlubi sits on
several boards including JSE-listed Cashbuild and Foschini Group. She was the 2009 winner of the Top Businesswoman
of the Year Award in the National Business Awards run by Topco Media and named the Businesswoman of the Year at
the 2009 Black Business Awards run by BBQ.

Takula Jenkins Tapela• (44)
BCompt (Unisa)
Appointed to the board in 2009
Managing executive of Brimstone Investment Corporation Limited
TJ joined Brimstone Investment Corporation in 2005. Prior to this, he was executive assistant to the managing director
at Old Mutual SA, having worked in Old Mutual’s Corporate Finance team for two years. He has served as an executive
director within the African Harvest group and worked for Delta Corporation (SAB) and the JSE’s Inspectorate division.

* Audit committee
◊

Risk committee

†

Remuneration and nominations committee

° Executive director
• Social, ethics and transformation committee
Information as at 8 November 2012

Oceana Group Limited Integrated Report 2012 61

EXECUTIVE COMMITTEE

Francois Paul Kuttel°◊• (44)
BAA (University of San Diego)
Chief executive officer
Oceana Group
Number of years’ service – 3
On graduation, Francois joined his family’s US-based fishing operations. He returned to South Africa in 1995 as managing
director of Namibian Sea Products. He was chief executive officer of I&J for three years prior to being appointed to the
Oceana board as chief executive officer in 2009.

Neville Donovan Brink◊ (52)
Managing director
Blue Continent Products
Number of years’ service – 25
Neville obtained his marketing qualifications with the Institute of Marketing Management in Johannesburg. He worked in
various marketing and sales positions at Adcock Ingram, before moving to Federal Marine, and then Oceana as marketing
director of the Oceana Fishing Division. Neville was appointed managing director of Oceana Lobster, Calamari Fishing
and Lamberts Bay Foods in 2005 and assumed the position of managing director of Blue Continent Products from
1 February 2011.

Alethea Berenice Anne Conrad°◊• (48)
BA LLB (Rhodes)
Group strategic services director
Oceana Group
Number of years’ service – 13
Lea was admitted as an attorney in 1989 and practiced as an attorney before joining Transnet as a legal advisor in 1993.
She joined Blue Continent Products in 1998, and served as commercial manager and commercial director, before being
appointed commercial manager of Oceana in 2001, and in 2007, a member of the board. In 2004 she was appointed
group transformation manager and a member of the Oceana executive. In April 2008, she became managing director of
Blue Continent Products’ Hake Division.

Lourens de Waal◊ (46)
HND in Cost & Management Accounting (CapeTech)
Managing director
CCS Logistics
Number of years’ service – 1
Lourens worked for I&J from 1994 to 2000 as the administration manager and then national & export distribution
manager. He joined Vector in 2000, holding the position of general manager for sales and distribution while it was part
of the I&J business and was then appointed as customer and supply chain director at Vector Logistics in 2007. Lourens
attended the Executive Development Programme of UCT & Michigan University and is a member of several international
industry bodies. He joined Oceana on 1 December 2011.

Barrie James King◊ (61)
BCom (Hons) (UCT), CA(SA)
Compliance executive
Oceana Group
Number of years’ service – 11
Barrie joined Oceana as financial director of the Erongo Group in Walvis Bay and, following restructuring in the group,
was appointed financial director of Blue Continent Products in 2005. In 2007 Barrie was appointed managing director
of Blue Continent Products and group compliance executive from February 2011.

Rodney Gerald Nicol°◊ (57)
BCompt (Hons) (Unisa), CA(SA)
Financial director
Oceana Group
Number of years’ service – 27
Rod joined Oceana in 1985. He held various financial positions in the group before being appointed group financial
director in 1991. Rod spent four years in the outdoor advertising industry before joining Oceana.
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Gavin Andrew Rhodes-Harrison◊ (59)
BSc Bldg Mgmt (UND)
Managing director
Lucky Star
Number of years’ service – 13
On graduation, Gavin held various managerial and senior leadership positions in project management, specialised
engineering and construction and general management. Gavin joined the Oceana Fishing Division in 1999 and was
appointed managing director of Oceana Operations in 2002 and of Lucky Star in 2005.

Suleiman Salie◊ (45)
BSc Mech Eng (Cape Town)
Managing director
Oceana Lobster, Calamari Fishing and Lamberts Bay Foods
Number of years’ service – 2
Suleiman graduated in 1989 and joined I&J in 1990 as a graduate engineer. After progressing into management positions
in the engineering and production disciplines of I&J’s processing plants, he was appointed operations director in 2004.
In this position, which he held until 2010, he provided strategic leadership to I&J’s fishing operations. He represents
Oceana on a number of fishing industry associations.

Jane Louise Wilkinson◊ (43)
BA (Hons) Public Adm (Hallam), CF-CIPD (UK)
Human resources manager
Oceana Group
Number of years’ service – 15
After graduating from Sheffield Hallam University, UK, in 1994, Jane graduated from the Chartered Institute of Personnel
and Development (UK). She spent time working for Safeway Stores, UK, and Pharmaceutical Benefit Management, SA,
before joining Oceana in 1997. Jane was appointed group HR manager in 2002.

° Executive director
• Social, ethics and transformation committee
◊

Risk committee

Information as at 8 November 2012
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CORPORATE GOVERNANCE

OCEANA IS COMMITTED TO GOOD CORPORATE CITIZENSHIP AND GOVERNANCE.
CORPORATE POLICY IS AIMED AT MANAGING THE GROUP’S BUSINESS OPERATIONS IN
AN ETHICAL AND RESPONSIBLE MANNER, AFTER CONSIDERING PRUDENTLY DETERMINED
RISK PARAMETERS.

COMPLIANCE WITH KING III CODE

BOARD CHARTER

In recognition of the need to conduct the affairs of the group
according to the highest standards of corporate governance and
in the interests of investor protection, the group’s commitment
to good governance is formalised in charters, policies and
operating procedures. These are intended to cover all aspects of
the organisation’s activities wherever situated, and in reporting
internally and to stakeholders. The board is committed to
achieving high standards of corporate governance, business
integrity and ethics across all its activities.

The board has a formal charter setting out, inter alia, its
composition, meeting frequency, powers and responsibilities,
particularly with regard to financial, statutory, administrative,
regulatory and human resource matters. The charter sets out
a clear division of responsibilities at board level to ensure
a balance of power and authority.

The principles and structures for good corporate governance are
in place throughout the group and operating well. The directors
are satisfied that the group complies substantially with the
principles and spirit of the King III code. The group has elected
not to apply the following recommendations contained in
King III:
•

The chairman of the board, while being a non-executive
director, is not independent. A full explanation is provided
under the heading “Independence of chairman”.

•

While both the chairman of the board and the lead independent director are members of the remuneration and
nominations committee, neither chair the committee. A
full explanation is provided under the heading “Board
committees”.

•

While the social, ethics and transformation committee is now
comprised of only board members and is chaired by an independent non-executive director, it does not have a majority
of non-executive directors. A full explanation is provided
under the heading “Board committees”.

•

Non-executive director fees are not based on an attendance
fee per meeting. Attendance at meetings has generally
been very good and where directors are unable to attend
a meeting, they have nevertheless contributed to matters to
be considered at the relevant meeting.

•

The risk committee is not chaired by an independent nonexecutive director. A full explanation is provided under the
heading “Board committees”.

COMPLIANCE WITH THE LISTINGS REQUIREMENTS
The company is fully compliant with the Listings Requirements,
as amended.
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The board charter includes a formal schedule of the matters it
oversees, including reviewing and guiding corporate strategy, risk
policies, annual budgets and business plans and monitoring
corporate performance. The charter is reviewed annually.
INDEPENDENCE OF THE CHAIRMAN
Oceana has a unitary board structure. The offices of chairman
and CEO are separate with segregated duties. The chairman is
non-executive but not independent in terms of the King III
definition. After due consideration of Mr Brey’s qualifications,
experience, attributes, interaction and frankness with the board,
his fellow directors are of the view that it is in all circumstances,
satisfactory and appropriate for him to chair the board.
Accordingly, in line with international corporate governance best
practice and the JSE Listings Requirements, the board has
appointed a lead independent director and Mr S Pather has
fulfilled this role.
COMPOSITION OF BOARD
The board currently has 11 members, of whom three are executive directors. Of the eight non-executives, four are independent.
The board is comfortable with the conclusion of the remuneration and nominations committee that, with eight out of
eleven directors being non-executive and having a lead
independent director, it is presently sufficient to meet the
recommendation that the majority of non-executives be
independent.
There is a formal, transparent board nomination process in
terms of the policy detailing the procedures for appointment to
the board. Directors are appointed, subject to re-election by the
shareholders and to the Companies Act provisions relating to
removal, and retire by rotation every three years or as required
by the Companies Act and/or the memorandum of incorporation.
Candidates for directorship are interviewed by the remuneration
and nominations committee and are required to submit details
of other commitments and an indication of the time involved
in carrying out those commitments. The remuneration and
nominations committee then considers whether the candidate
has the requisite skills and expertise to add value to the board
and whether there are any actual or potential conflicts. The
remuneration and nominations committee then recommends
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candidates to the board which approves the appointment.
Shareholders are informed of the names of the candidates
submitted for re-election as directors. In order to enable
shareholders to make an informed decision regarding election,
the candidate’s biographical data, the term of office currently
served and any other particulars required by law are made
available to shareholders. Reappointment of directors is not
automatic.
There were no changes to the board during the year.
Details of the directors of the board appear on pages 60 to 61
of the integrated report.
BOARD MEETINGS
The board meets quarterly with one further meeting during the
year to review and approve the strategic plans. Additional
meetings are convened as and when necessary. The board met
five times during the year. Three of the board meetings were
fully attended by all directors. Mr PB Matlare was unable to
attend two of the five board meetings and Ms ZBM Bassa and
Mr PM Roux were each unable to attend one meeting.
Continuing professional development (CPD) of individual
directors is encouraged. The company does not provide specific
in-house programmes for this. Directors are expected to attend
to this requirement according to their profession’s prescriptions,
attendance at seminars, presentations and workshops, and by
following business reporting in the media. The company
secretary will in future engage with directors to understand their
training needs and assist with identifying appropriate training.
BOARD COMMITTEES
Subject to those matters reserved for its decision, the board
delegates certain responsibilities to four committees, namely,
audit, remuneration and nominations, risk and social, ethics and
transformation, all of which have their own charters, published
on www.oceana.co.za. They are chaired by independent nonexecutive directors except for the risk committee, which is
chaired by a non-executive director who is not independent,
Mr PM Roux. The board is of the opinion that Mr PM Roux’s
background and qualifications are appropriate for him to chair
this committee, notwithstanding that he is not independent.
The board is satisfied that it has an effective and independent
audit committee. One of the tasks assigned by the board to the
audit committee was that of ensuring that the company has an
appropriate information technology governance framework in
place. The board, however, remains responsible for and has
satisfied itself based on reports received from the audit
committee that an appropriate information technology
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governance framework exists and is functioning effectively. The
board reviewed and approved the audit committee charter which
was updated during the year. The governance activities undertaken by the audit committee, in terms of the Companies Act,
King III and on request of the board, are detailed in the audit
committee report on page 5 of the AFS. Meetings held in the
year were fully attended.
The board, while having assigned the oversight of the company’s
risk management function to the risk committee, has dealt with
the governance of risk comprehensively during the year under
review. It had done so through consideration of bi-annual reports
from the risk committee and audit committee chairmen and
review of the self-assessment results of both these committees.
The board reviewed and approved the risk committee charter
which was updated during the year. Meetings held in the year
were fully attended.
The composition of the remuneration and nominations
committee comprises five non-executive directors, three of
whom are independent. Both the chairman of the board and
the lead independent director are members of the remuneration
and nominations committee but do not chair the committee.
The remuneration and nominations committee is chaired by
Mr PG de Beyer who is an independent non-executive director.
The board is of the view that Mr PG de Beyer’s background and
qualifications are appropriate for him to chair this committee.
The committee has assisted the board with ensuring that the
company remunerates its directors and executives fairly and
responsibly and also with ensuring that appropriate succession
planning is in place at a board, executive and senior management level. The board is satisfied that the committee has fully
performed in accordance with its charter. The board reviewed
and approved the remuneration and nomination committee
charter which was updated during the year. Of the four
committee meetings held in the year there was full attendance
at two. Mr PB Matlare was unable to attend two of the meetings.
The social, ethics and transformation committee comprises
two non-executive directors and two executive directors. The
committee is chaired by an independent non-executive director.
The group compliance executive and group HR manager attend
committee meetings as subject matter experts. The board is
satisfied that the current members of the committee, who had
served as members of the previous transformation committee,
have sufficient expertise and knowledge on matters to be
considered by the committee in performance of its duties under
the Companies Act.

Members of committees as at 8 November 2012 are contained in the table below:
Audit committee

S Pather (chairman); ZBM Bassa; PG de Beyer

Remuneration and nominations committee

PG de Beyer (chairman); MA Brey; PB Matlare; S Pather; NV Simamane

Risk committee

PM Roux (chairman); ZBM Bassa; ND Brink; ABA Conrad; LJ de Waal; BJ King;
FP Kuttel; RG Nicol; GA Rhodes-Harrison; S Salie; JL Wilkinson

Social, ethics and transformation committee

NV Simamane (chairman); ABA Conrad; FP Kuttel; TJ Tapela

Mr LJ de Waal was appointed to the risk committee on
2 May 2012.
On 8 November 2012 Mr BJ King and Ms JL Wilkinson resigned
as members of the social, ethics and transformation committee,
but still attend meetings as attendees.
INDUCTION OF DIRECTORS
Oceana recognises that an induction programme enables a new
director to swiftly make maximum contribution to the board. Its
induction programme is designed to better familiarise incoming
directors with the group’s operations, business environment
and sustainability issues relevant to its business. It includes
guidance regarding the responsibilities, powers and potential
liabilities of a director, as well as operational aspects specific to
the group. The company secretary assists in this process where
appropriate. No new directors were appointed during the year.
BOARD EVALUATION
Formal evaluations of the performance of the board, its
committees and individual directors were carried out during
the year. The evaluation process included an appraisal of the
chairman of the board. The performance of the CEO was also
formally evaluated. The directors are aware of the need to convey
to the chairman of the board any concerns that they may have in
respect of the performance or the conduct of their peers or the
board as a whole. The results of this year’s assessments
were reviewed by the board and considered to be satisfactory.
Performance evaluations are taken into account prior to directors
being nominated for re-election.
The board concluded after due assessment, following enquiry of
and amongst themselves, and after discussion, that Oceana’s
four independent non-executive directors should be considered
to be independent.
The independence of non-executive director Mr S Pather who
has served a term of greater than nine years has been confirmed
after an independence assessment by the board. The assessment
confirmed that his independence of character and judgement
was not in any way affected or impaired by his length of service.

COMPANY SECRETARY EVALUATION
The group company secretary guides and advises the individual
directors and the board collectively on discharging their
responsibilities and duties and on matters of good governance.
The board concluded after due assessment, following a review by
the remuneration and nomination committee of the company
secretary’s qualifications, experience and performance, and due
enquiry of and amongst themselves, that the company secretary
has the necessary qualification, competence and expertise and
that she has maintained an arm’s length relationship with the
board and its directors.
CONFLICT OF INTEREST
All directors of the company and its subsidiaries, and senior
management, are reminded of the requirement to submit, at
least annually, a list of all their directorships and interests in
contracts with Oceana. They have access to the advice and
services of the group company secretary and, in appropriate
circumstances, may seek independent professional advice
concerning the affairs of the company and group.
POLICY ON TRADING IN COMPANY SECURITIES
The board approved a Policy on Trading in Company Securities.
Directors and employees are prohibited from trading in company
securities during closed periods.
CODE OF BUSINESS CONDUCT AND ETHICS
Directors and employees are required to observe the highest
ethical standards in conducting the group’s business. In this
regard, the group has a formal Code of Business Conduct and
Ethics, which was reviewed and updated during the year.
WHISTLEBLOWERS
An anonymous and secure whistle-blowing facility has been in
place for many years. Its purpose and anonymity are emphasised
at staff induction and training sessions. An awareness campaign
was conducted this year to remind employees that this facility
continues to be available to them. The facility was also extended
to Namibia during the year.
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GROUP AND SUBSIDIARY GOVERNANCE FRAMEWORK

COMPLIANCE WITH LAWS AND REGULATIONS

A disciplined reporting structure ensures the Oceana board is
fully appraised of subsidiary activities, risks and opportunities.
All controlled entities in the group are required to subscribe to
the relevant principles of King III. Business and governance
structures have clear approval frameworks. The process to
address the principles of King III has been both a top-down and
bottom-up approach.

King III prescribes mandatory compliance with all laws and
regulations and commits the whole group, its staff and all
directors to fair dealing and integrity in the conduct of business.
Compliance is monitored at senior management level.

The board appreciates that strategy, risk, performance and
sustainability are inseparable.
Briefings on changes in risk, laws and the environment are made
to the board both directly and indirectly in operational reports to
the board, eg developments in and the changing impact of laws
regulating competition, employment equity, fishing rights,
planning and environmental management.
Annual strategic plans are compiled and formally approved at
both group and business level and progress is reviewed regularly.
The board approves the long-term and short-term strategies for
the business of the company and monitors the implementation
thereof by management. Comprehensive management reporting
disciplines are in place. These include the preparation of annual
budgets by all operating units, with the group budget being
approved by the board of directors. Monthly results and the
financial status of operating units are reported against budgets
and compared to the prior year. Management updates profit
forecasts quarterly, while working capital is monitored on an
ongoing basis. The board is satisfied that an effective risk-based
internal audit was carried out during the year and that the
company’s system of internal controls is effective. The board
reviews and approves on an annual basis an authorities
framework which provides a clear and transparent delegation
of authority.
The directors are responsible for the preparation, integrity and
objectivity of the AFS and other information contained in the
integrated report in a manner that fairly presents the state of
affairs and results of operations of the group. The AFS have
been prepared in accordance with IFRS. They include the report
of the audit committee.
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Operating companies paid R60 000 in regulatory penalties to
SAMSA for two minor incidents. One was an oil spillage into
a harbour and the second was not reporting an incident during
lifeboat testing. Remedial action was taken to prevent
a recurrence.
Following an investigation into the small pelagic fishery by the
Competition Commission which had been ongoing since
July 2008, Oceana accepted responsibility for certain contraventions of the Competition Act No. 89 of 1998, as amended.
Accordingly, Oceana agreed to pay an administrative penalty
amounting to R34,75 million representing 5% of its affected
turnover derived from its pelagic fishing operations in South
Africa in the 2010 financial year. The full and final settlement
was confirmed by the Competition Tribunal in June 2012. The
bulk of the penalty relates to open negotiations which were in
place for the purposes of compensating skippers, crew and some
private boat owners in the small pelagic fishery for over four
decades. While it was technically a contravention of the
Competition Act, we believed this activity was covered by the
exemption relating to collective bargaining. The remaining
infringements were technical in nature and in certain cases,
never implemented. Most importantly, no harm was done in any
way to consumers through any of these infringements. The
others were identified during our compliance audit as contraventions and the conduct in question was immediately
discontinued.
As a result of the infringements, Oceana implemented a comprehensive ongoing competition law compliance programme,
consisting of training and education, compliance audits, the
introduction of relevant corporate policies and procedures as
well as the establishment of appropriate monitoring and
reporting mechanisms.
The Consumer Protection Act came into effect on 1 April 2011.
In response to the new legislation and in accordance with the
company’s commitment to comply fully with the laws of the
countries in which we operate, training on the requirements and
implications of the new act was provided to relevant employees
in the business.

RISK MANAGEMENT
A PROFESSIONALLY DEVELOPED RISK MATRIX IS USED IN THE PROCESS OF DETERMINING
RISK APPETITE AND TOLERANCE USING DATA AND INFORMATION ASSEMBLED IN AN
OBJECTIVE MANNER ACCORDING TO IMPACT RATING TABLES AND LIKELIHOOD CRITERIA.

The realisation of Oceana’s business strategy depends on its
management being able to take calculated risks in a way that
does not jeopardise the direct interests of stakeholders. In doing
so, it has to anticipate and respond to changes in the business
environment, as well as take informed decisions under
conditions of uncertainty in order to mitigate risk exposure and
to optimise opportunities that may arise.
As such, Oceana has established a culture of managing existing,
emerging or unpredictable risks. A number of embedded
processes, resources and structures are in place to address risk
management needs. These range from internal audits, systems,
insurance, IS security, compliance processes, quality
management and a range of other line management
interventions. Compliance with relevant legislation is effected to
fulfil the expectations of the group’s employees, communities,
shareholders and other stakeholders in terms of due care and
corporate governance.
An enterprise-wide approach to risk management has been
adopted by Oceana, which means that every identified material
risk is included in a structured and systematic process of risk
management. These are managed within a unitary framework
that is aligned to the company’s corporate governance
responsibilities.
ROLE OF THE BOARD
The Oceana board is responsible for the governance of risk. The
board charter outlines the directors’ responsibilities for ensuring
that an appropriate system and process of risk management is
implemented and maintained. Each member of the Oceana
board understands his/her accountability for risk management.
Although the board may choose to nominate one director as the
co-ordinator of risk management reporting requirements, it is
clear that all directors have accountability for risk management
in Oceana.
The board provides stakeholders with the assurance that
material risks are properly identified, assessed, mitigated and
monitored.
The board maintains a formal risk policy and framework for
Oceana. It is appreciated that stakeholders need to understand
the board’s standpoint on risk and it is formally reflected in the
Oceana Group Risk Management Policy and Framework.
The board is responsible to oversee the development and
implementation of a risk management implementation plan
aimed at the evaluation and improvement of risk management
within Oceana.
The board formally evaluates the effectiveness of Oceana’s risk
management process at year-end for disclosure purposes and
to provide a basis for updating the risk management plan.

ROLE OF THE RISK COMMITTEE
While the board is responsible for the overall governance of risk,
it appointed and is assisted by the risk committee in discharging
this responsibility. The committee operates in terms of a formal
charter, which expresses its responsibility for the risk management process. Its duties and activities include consideration of
the risk management policy and plan, review of the effectiveness
of the risk management activities, the key risks facing the group,
and responses to address these key risks.
The committee has eleven members, as indicated on page 67.
Members include the CEO and the group’s executive committee.
It is chaired by a non-executive director. The committee meets
at least twice per annum in terms of its charter. Each member
of the risk committee attended the two meetings held during
the year.
The group’s internal auditors also attend the meetings. Minutes
of the proceedings of committee meetings are included in board
meeting packs.
The risk committee is assisted in its duties by the risk forum,
which is appointed by the CEO. The forum has its own terms of
reference and comprises divisional managing directors,
divisional risk managers, group strategic services director, group
HR manager, the group financial director, and the group’s chief
risk officer as the chairman.
RISK MANAGEMENT PLAN
Risk forum/committee meeting agendas include a review of
the group’s top 10 risks (those of the holding company and the
operating divisions), incident reports, and a status update on
the implementation of the risk management plan.
A professionally developed risk matrix is used in the process of
determining risk appetite and tolerance using data and
information assembled in an objective manner according to
impact rating tables and likelihood criteria. The matrix
determines and confirms the relative magnitude of inherent risk,
as well as relevant controls to derive residual risks, which are
ranked by division into top 10, and ultimately resulting in
Oceana’s overall top 10 risks. These are recorded in divisional
and functional risk registers, and are reviewed and interrogated
quarterly by the risk forum, and bi-annually by the risk
committee.
The group’s top 10 risks are taken into consideration at the
directors’ annual strategic planning meeting.
Risk management issues are included in the incentive bonus
criteria, where appropriate.
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RISK MANAGEMENT CONTINUED

REPORTING MECHANISMS
The board’s reporting responsibilities include:
• The results of the independent risk management effectiveness review, conducted by the group’s internal auditors
• Progress against the risk management plan, including
recommended amendments
• The material risks facing Oceana, which include the strategic
risks, the material risks per division and function, as well as
potentially material emerging issues
• Remedial actions taken and their effectiveness
• Material incidents and associated losses, together with
analyses of their causes
The principal risks that have a material impact on Oceana’s
ability to create value have been identified as part of the
enterprise-wide risk identification and management system.
These are outlined in detail on pages 24 to 27.
There were no specific risk incidents resulting in significant
financial loss to the group or which negatively affected its
stakeholders and the economic life of the communities in which
the group operated during the year under review.
As regards insured risks, the group has comprehensive risk and
control procedures in place that are an integral part of the
insurance programme. The layered structure of the programme
allows the group to obtain competitive rates, whilst still
protecting it from major losses through appropriate local and
offshore reinsurance and a degree of self-insurance.
The board has satisfied itself that the committee’s performance
in terms of its composition, mandate and effectiveness was
satisfactory, and that the group’s risk management processes are
effective. The committee’s charter was reviewed and updated in
November 2012.
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REMUNERATION

REMUNERATION AND NOMINATIONS COMMITTEE
The board has delegated the responsibility of determining the
remuneration of executive directors and senior management to
the remuneration and nominations committee (the committee)
which operates in terms of a charter formally approved by the
board. This charter is reviewed annually by the board. The
committee recommends the remuneration of non-executive
directors to the board. The committee also considers the composition and performance of the board, as well as succession
planning for the organisation, particularly in respect of the CEO,
executive committee and chairman for the board.
COMPOSITION
The committee currently comprises five non-executive directors,
three of whom are independent, and is chaired by an independent director who reports to the board on the committee’s
deliberations and decisions. The CEO attends the committee
meetings by invitation and assists with the issues under
consideration, save those relating to his own remuneration.
Four meetings were held during the year, three of which were
attended by all committee members. An apology was received
from Mr PB Matlare for two meetings.
REMUNERATION PHILOSOPHY AND POLICY
In addition to attending to regular matters, the committee
reviewed the formal remuneration policy. This included a review
of the pay mix strategy of guaranteed and variable pay. The
remuneration policy supports the company’s HR and business
strategies with the objective of aligning its reward practices to
creating sustainable shareholder value. Oceana’s remuneration
policy is formulated to attract, retain, motivate and reward
high-calibre employees. The aim is to encourage high levels
of team and individual performance that are sustainable and
aligned with the strategic direction and specific value drivers of
the business. It is envisaged that this policy will continue to
apply for 2013 and subsequent years, subject to ongoing review
as required. While the aim is to reward superior performance and
the achievement of the organisation’s strategic goals there are
also consequences for non-delivery. Remuneration is not a
standalone management process but is fully integrated into
other human resource processes such as the performance
management and talent management systems.
Total reward is reviewed annually to ensure that employees who
contribute to the success of the group and who have the potential to enhance group performance are remunerated in line with
the market and their performance. Remuneration is benchmarked against appropriate surveys on a regular basis.
The conduct of managers involved in the competition
commission matter was considered by the committee following
receipt of a comprehensive report prepared by the company’s

lawyers. All aspects of the case were taken into consideration
during the completion of remuneration processes (salary review
and incentive bonus calculations).
It is compulsory for all employees to be a member of one of the
group’s retirement funds. Contributions to the funds are used
primarily for retirement funding, and the balance for risk benefits (ie death, disability and funeral cover). Investment choice
options are provided to members of The Oceana Group Pension
Fund and Oceana Group Executive Provident Fund. The
retirement funding contributions to the Oceana Group Provident
Fund are invested in a conservative balanced fund. The group
will be converting the Oceana Group Pension Fund and Oceana
Group Provident Fund to an umbrella fund agreement during the
course of 2013, which will reduce administration costs for
members with the benefits remaining, on the whole, the same
as they were on the in-house funds.
COMPOSITION OF EXECUTIVE REMUNERATION
The remuneration (guaranteed package) of executives is
determined on a total cost to company basis and includes a
cash amount and various benefits such as retirement funding,
medical aid and a car allowance. Guaranteed packages are
subject to annual review and are benchmarked to appropriate
market surveys, taking into account, amongst other issues, the
size and profitability of the company.
Individual performance and overall responsibility are also
considered when setting guaranteed package levels. It is the
committee’s intention to target the guaranteed pay at above
median levels as reflected by the relevant survey in order to
attract and retain talent.
The group has in place both a short-term incentive scheme
(incentive bonus), which requires achievement of individual
performance criteria and predetermined financial targets, and
a long-term incentive scheme in the form of a phantom share
option scheme. As part of the pay mix and benchmarking review,
the short-term scheme has been completed while the long-term
scheme is still under review.
INCENTIVE BONUS SCHEME
The scheme offers incentives to executive directors and senior
management and is based on the achievement of predetermined
short-term performance targets. These targets are reviewed
annually by the committee, and are based on financial
performance as well as achievement of agreed strategic and
individual performance objectives. These are measured through
the group’s performance management system.
The incentive scheme for 2012 was designed with 80%
of the bonus payable determined by financial performance
and the remaining 20% based on non-financial targets.
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REMUNERATION CONTINUED

Eighty percent of the bonus amount is determined with
reference to a scale from 5% to 15% increase in HEPS with
a stretch target set at 25% increase in HEPS. At 15% increase
in HEPS the maximum bonus at Executive level is 75% of total
cost to company which increases to 112,5% at the stretch target
of 25% increase in HEPS. Financial targets at group level are
based on growth in HEPS and return on net assets, while at
divisional level they are based on operating profit and return on
net assets. Bonuses are paid in cash in November following the
financial year-end.
For 2013, the incentive scheme structure is the same as the
2012 scheme.
PHANTOM SHARE OPTION SCHEME
The committee gives consideration to and approves the granting
of options to executive directors and senior management on an
annual basis. In February 2006 the Phantom Share Option
Scheme was approved to replace the Oceana Group (1985)
Share Option Scheme. The intention of the Phantom Share
Option Scheme is to align interests of shareholders and
employees. This scheme also forms part of the group’s talent
retention strategy.
The options in the Phantom Share Option Scheme are “cashsettled” as opposed to “equity-settled”. Options may be exercised in tranches of one-third after three, four and five years
from the date of grant and must be exercised within six years
from date of grant. The annual value of phantom shares for
which options are granted to an employee is determined by
using a multiple of annual package, while individual
performance is also considered. The individual multiples applied
range between 0,5 and 1,2 of the annual total cost to company
package. In terms of the rules, the grant price is equal to the
volume weighted average price of an Oceana Group share on the
JSE for the 30 trading days immediately prior to the grant date.
The cash settlement amount of an option is the difference
between the volume weighted average price of an Oceana Group
share on the JSE for the 30 trading days immediately prior to
the exercise date and the grant price.
All options from Grants 1A and 1B have either been exercised,
or forfeited. Options from Grant 2 have only time-based vesting,
however, performance conditions have been attached to the
options granted from Grant 3 onwards. The performance
condition (hurdle rate) attached to 50% of these grants is that
the company’s HEPS should increase by 3% per annum above
inflation over a three-year performance period.
The committee will allow retesting of the performance condition
on the first and second anniversary of the end of the performance
period. The target has been set with regard to the cumulative
HEPS over the performance period.
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EXECUTIVE DIRECTORS’ SERVICE CONTRACTS
Executive directors do not have fixed-term contracts. They have
employment agreements with the company which are subject to
a three-month notice period by either party. The company may
elect to pay the executive directors a cash sum in lieu of notice
of termination. Executive directors retire from their positions at
the age of 63.
In the event of an executive director’s services being terminated
for operational reasons, creating an obligation on the company
to pay a severance package, there is no contractually agreed
severance package and the relevant provisions of the Labour
Relations Act and Basic Conditions of Employment Act apply.
The normal contractual notice period in respect of termination
of the employment contract applies and it is not included in
severance compensation calculations.
SUCCESSION PLANNING
A succession plan for executives, senior management and
critical skill positions is reviewed annually as part of the group’s
talent management process. Included in this process is the
succession discussion for the chairman of the board. This is
reviewed and agreed by the committee. The purpose of the plan
is to ensure that succession is in place, and also to develop
potentially suitable candidates for future placement. There is
continuing focus on retention of key and critical skills in the
business.
REMUNERATION DISCLOSURE
Remuneration of executive directors is set out in the full AFS.
The gain on exercise of share options is made in the period
during which the directors dispose of shares. The gain is therefore not related to the performance of the company in the
2012 financial year.
NON-EXECUTIVE DIRECTORS’ REMUNERATION
Non-executive directors’ fees are paid in respect of membership
of the Oceana Group board, and those serving on board
committees are also remunerated for work done in that capacity.
Remuneration is paid on an annual retainer basis to account for
the responsibilities borne by the directors throughout the year.
An attendance fee for formal meetings is not considered
necessary, as the attendance record at meetings is considered
satisfactory. An hourly rate for extraordinary work is in place
(none paid in 2012) and ad hoc expenses are reimbursed as
required. These fees are reviewed annually and proposed
adjustments are tabled by the CEO for review by the committee.
The board then considers the fees and makes a recommendation
to shareholders for approval at the annual general meeting.
The non-executive directors’ fees are detailed in the full AFS.
Non-executive directors do not qualify for share options nor do
they participate in the incentive bonus scheme.

SOCIAL, ETHICS AND TRANSFORMATION

REPORT TO SHAREHOLDERS

THE COMMITTEE CHARTER AND WORK PLAN

The board approved the formation of a social, ethics and
transformation committee (the committee) in November 2011
to address issues relating to social and economic development;
good corporate citizenship; the environment, health and
safety; and labour and employment. The committee took over
the responsibilities of the transformation committee. The
committee held its inaugural meeting in May 2012 and met
again in August and November 2012. These meetings were
attended by all the committee members. The committee will in
future meet on a biannual basis.

The board approved the committee charter and work plan, which
details the role, responsibilities and mandate of the committee.

COMPOSITION OF THE COMMITTEE

COMMITTEE SELF-ASSESSMENT
The committee will assess its effectiveness annually and
report the results of this self-assessment to the board for its
consideration. In August 2012 the committee assessed its
progress since its establishment and was satisfied with the
results. The committee chairman updated the board in May,
August and November 2012 on the work done by the committee
since its establishment and on its objectives and work plan
going forward.

The committee is chaired by Ms NV Simamane, who is an
independent non-executive director. The committee members
are as follows:
COMMITTEE MEMBERS
NV Simamane (chairman)

Independent non-executive director

ABA Conrad

Executive director (Group strategic services)

F Kuttel

Chief executive officer

TJ Tapela

Non-executive director

The group company secretary is appointed as the secretary of
the committee.

THE BOARD APPROVED THE
FORMATION OF A SOCIAL, ETHICS
AND TRANSFORMATION COMMITTEE
IN NOVEMBER 2011 TO ADDRESS
ISSUES RELATING TO SOCIAL
AND ECONOMIC DEVELOPMENT;
GOOD CORPORATE CITIZENSHIP;
THE ENVIRONMENT, HEALTH
AND SAFETY; AND LABOUR AND
EMPLOYMENT.
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SOCIAL, ETHICS AND TRANSFORMATION CONTINUED

THE COMMITTEE’S ROLE AND RESPONSIBILITIES

•

ROLE
The committee has an independent role with accountability to
the board. The committee does not assume the functions of
management, which remain the responsibility of the executive
directors, officers and other members of senior management.
The overall role of the committee is to assist the board with the
oversight of social and ethical matters relating to the company.
RESPONSIBILITIES
The committee performs all the necessary functions to fulfil its
role as stated afore, including the following statutory duties:
a)

Monitoring the company’s activities, having regard to any
relevant legislation, other legal requirements or prevailing
codes of best practice, with regard to matters relating to:
•

•

social and economic development, including the
company’s standing in terms of the goals and
purposes of:
o

the 10 principles set out in the United Nations
Global Compact Principles;

o

the Organisation for Economic Co-operation and
Development recommendations regarding
corruption;

o

the Employment Equity Act; and

o

the B-BBEE Act;

good corporate citizenship, including the company’s:
o

promotion of equality, prevention of unfair
discrimination, and reduction of corruption;

o

contribution to development of the communities
in which its activities are predominantly
conducted or within which its products or
services are predominantly marketed; and

o

record of sponsorship, donations and charitable
giving;

•

the environment, health and public safety, including
the impact of the company’s activities and of its
products or services;

•

consumer relationships, including the company’s
advertising, public relations and compliance with
consumer protection laws; and
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labour and employment, including:
o

the company’s standing in terms of the
International Labour Organization Protocol on
decent work and working conditions; and

o

the company’s employment relationships, and its
contribution toward the educational development
of its employees;

b)

Drawing matters within its mandate to the attention of the
board as occasion requires; and

c)

Reporting, through one of its members, to the shareholders
at the company’s annual general meeting on the matters
within its mandate.

In addition, the committee performs the following duties,
delegated by the board:
•

The group’s integrated report contains a large amount
of information reviewed and considered during the
course of the committee’s activities. The committee
reviews the content in the integrated report that is
relevant to the committee.

REPORT TO SHAREHOLDERS
The committee has reviewed and is satisfied with the content
in the integrated report that is relevant to the activities and
responsibilities of the committee.
The agenda for the company’s AGM to be held on
14 February 2013 includes a report by the committee
chairman to shareholders.
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CONDENSED GROUP STATEMENT OF COMPREHENSIVE INCOME

Notes
Revenue
Cost of sales
Gross profit
Sales and distribution expenditure
Marketing expenditure
Overhead expenditure
Net foreign exchange gain
Operating profit before abnormal items
Abnormal items
Operating profit
Investment income
Interest paid
Profit before taxation
Taxation
Profit after taxation

3

Other comprehensive income
Movement on foreign currency translation reserve
Movement on cash flow hedging reserve
Other comprehensive income, net of taxation

Profit after taxation attributable to:
Shareholders of Oceana Group Limited
Non-controlling interests
Total comprehensive income attributable to:
Shareholders of Oceana Group Limited
Non-controlling interests

Adjusted weighted average number of shares on which diluted earnings per share
is based (’000)
Earnings per share (cents)
– Basic
– Diluted
Dividends per share (cents)

4 647 951
2 875 765
1 772 186
428 870
51 323
599 363
(18 395)
711 025
(47 955)
663 070
36 279
(3 108)
696 241
232 315
463 926

1 826
(1 522)
304

Total comprehensive income for the year

Weighted average number of shares on which earnings per share is based (’000)

Audited
Year
ended
30 Sept
2012
R’000

7

Audited
Year
ended
30 Sept
2011
R’000
3 657 196
2 299 778
1 357 418
338 927
44 389
461 487
(74)
512 689
512
25
(2
535
189
346

689
826
872)
643
426
217

Change
%
27
25
31
27
16
30
39
29
40
8
30
23
34

3 512
9 853
13 365

464 230

359 582

29

443 790
20 136
463 926

333 170
13 047
346 217

33
54
34

444 094
20 136
464 230

346 535
13 047
359 582

28
54
29

100 100

99 868

108 659

106 544

443,3
408,4
301,0

333,6
312,7
220,0

33
31
37

Headline earnings per share (cents)
– Basic

455,7

333,7

37

– Diluted

419,8

312,7

34
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CONDENSED GROUP STATEMENT OF FINANCIAL POSITION

ASSETS
Non-current assets
Property, plant and equipment
Goodwill
Trademark
Fishing rights
Deferred taxation
Investments and loans
Current assets
Inventories
Accounts receivable
Cash and cash equivalents
Total assets

Audited
30 Sept
2012
R’000

Audited
30 Sept
2011
R’000

690 615

600 373

435
10
6
72
23
142

415 623

850
000
229
409
187
940

13 204
153 445

1 878 113

1 422 623

777 979
823 956
276 178

489 850
536 913
395 860

2 568 728

2 022 996

30 692
(721)
130
400
57 144
1 496 895
1 584 540
48 702
1 633 242

26 293
(2 547)
130
1 922
49 599
1 283 031
1 358 428
40 923
1 399 351

18 101

EQUITY AND LIABILITIES
Capital and reserves
Share capital and premium
Foreign currency translation reserve
Capital redemption reserve
Cash flow hedging reserve
Share-based payment reserve
Distributable reserves
Interest of own shareholders
Non-controlling interests
Total capital and reserves
Non-current liabilities
Liability for share-based payments
Deferred taxation
Current liabilities
Accounts payable and provisions
Bank overdrafts
Total equity and liabilities
Number of shares in issue net of treasury shares (’000)
Net asset value per ordinary share (cents)
Total liabilities excluding deferred taxation: Total equity (%)
Total borrowings: Total equity (%)

139 270

95 363

97 427
41 843

53 694
41 669

796 216

528 282

751 642
44 574

516 966
11 316

2 568 728

2 022 996

100 219
1 581
55
3

99 939
1 359
42
1

Oceana Group Limited Integrated Report 2012 77

CONDENSED GROUP STATEMENT OF CHANGES IN EQUITY

Balance at the beginning of the year
Total comprehensive income for the year
Profit after taxation
Movement on foreign currency translation reserve
Movement on cash flow hedging reserve

Audited
Year
ended
30 Sept
2012
R’000

Audited
Year
ended
30 Sept
2011
R’000

1 399 351
464 230

1 246 470
359 582

463 926
1 826
(1 522)

Shares issued
Movement in treasury shares held by share trusts
Recognition of share-based payments
Loss on sale of treasury shares
Additional non-controlling interest arising on acquisition
Dividends declared
Balance at the end of the year

(242 222)
1 633 242

2 524
640
9 628
(52)
552
(219 993)
1 399 351

Comprising:
Share capital and premium
Foreign currency translation reserve
Capital redemption reserve
Cash flow hedging reserve
Share-based payment reserve
Distributable reserves
Non-controlling interests
Balance at the end of the year

30 692
(721)
130
400
57 144
1 496 895
48 702
1 633 242

26 293
(2 547)
130
1 922
49 599
1 283 031
40 923
1 399 351
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3 524
875
7 614
(130)

346 217
3 512
9 853

CONDENSED GROUP STATEMENT OF CASH FLOWS

Note

Audited
Year
ended
30 Sept
2012
R’000

Cash flows from operating activities
Operating profit before abnormal items
Adjustment for non-cash and other items
Cash operating profit before working capital changes
Working capital changes
Cash generated from operations
Investment income received
Interest paid
Taxation paid
Dividends paid
Cash (outflow)/inflow from operating activities
Cash outflow from investing activities

711
102
813
(357
456
25
(3
(242
(242
(6
(153

Capital expenditure
Proceeds on disposal of property, plant and equipment
Acquisition of businesses
Acquisition of fishing rights
Repayment received on preference shares
Net movement on loans and advances
Acquisition of investment

(69 746)
1 536
(105 296)
(1 296)
11 949
9 718
(196)

8

025
864
857
295)
562
312
108)
588)
222)
044)
331)

Audited
Year
ended
30 Sept
2011
R’000
512
97
610
118
729
14
(2
(169
(219
351
(115

689
647
336
875
211
320
872)
132)
993)
534
827)

(125 988)
460
(258)
22 829
(12 870)

Cash inflow from financing activities

7 987

4 902

Proceeds from issue of share capital
Short-term borrowings raised

4 270
3 717

3 112
1 790

Net (decrease)/increase in cash and cash equivalents
Cash and cash equivalents at the beginning of the year
Effect of exchange rate changes
Cash and cash equivalents at the end of the year

(151
384
(1
231

388)
544
552)
604

240
145
(1
384

609
116
181)
544
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NOTES TO THE CONDENSED GROUP FINANCIAL STATEMENTS

1.

BASIS OF PREPARATION
The condensed financial information has been prepared in accordance with the framework concepts and the measurement and
recognition requirements of IFRS of the International Accounting Standards Board, the AC 500 standards as issued by the
Accounting Practices Board, the information as required by IAS 34: Interim Financial Reporting and the requirements of the
Companies Act of South Africa. The report has been prepared using accounting policies that comply with IFRS which are consistent
with those applied in the financial statements for the year ended 30 September 2011. The condensed financial information was
prepared under the supervision of the group financial director, RG Nicol CA(SA) and have been audited in compliance with the
Companies Act.
The auditors, Deloitte & Touche, have issued their opinion on the group financial statements for the year ended 30 September 2012.
The audit was conducted in accordance with International Standards on Auditing. They have issued an unmodified audit opinion.
These condensed financial statements have been derived from the group financial statements and are consistent, in all material
respects, with the group financial statements. A copy of their audit report is available for inspection at the company’s registered
office. The audit report does not necessarily cover all the information contained in this report. Shareholders are therefore advised that
in order to obtain a full understanding of the nature of the auditor’s work they should obtain a copy of that report together with the
accompanying financial information from the registered office of the company. Any reference to future financial performance
included in this report, has not been reviewed or reported on by the company’s auditors.

2.

SEGMENTAL RESULTS

Revenue
Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Total
Operating profit before abnormal items
Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Total
Total assets
Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Financing
Deferred taxation
Total
Total liabilities
Canned fish and fishmeal
Lobster, squid and French fries
Horse mackerel and hake
Commercial cold storage
Financing
Deferred taxation
Total
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Audited
Year
ended
30 Sept
2012
R’000

Audited
Year
ended
30 Sept
2011
R’000

2 582
350
1 435
279
4 647

636
443
082
790
951

1 981
286
1 170
217
3 657

722
574
907
993
196

318
29
296
65
711

941
538
578
968
025

171
13
273
53
512

761
399
795
734
689

1 362
95
427
241
419
2 545
23
2 568

685
680
057
002
117
541
187
728

789
136
319
214
549
2 009
13
2 022

994
782
370
342
304
792
204
996

515
44
220
60
52
893
41
935

752
808
055
456
572
643
843
486

250
60
212
43
15
581
41
623

063
169
653
493
598
976
669
645

Audited
Year
ended
30 Sept
2012
R’000
3.

4.

5.

6.

ABNORMAL ITEMS
Competition Commission administrative penalty
Trademark impairment
Abnormal expense before taxation
Taxation
Abnormal expense after taxation
DETERMINATION OF HEADLINE EARNINGS
Profit after taxation attributable to own shareholders
Adjusted for:
Trademark impairment
Net (surplus)/loss on disposal of property, plant and equipment
Total tax effect of adjustments
Headline earnings for the year
DIVIDENDS
Estimated dividend declared after reporting date
Dividend on shares issued prior to last day to trade
Actual dividend declared after reporting date
SUPPLEMENTARY INFORMATION
Amortisation
Depreciation
Operating lease charges
Capital expenditure
Expansion
Replacement
Budgeted capital commitments
Contracted
Not contracted

7.

ELIMINATION OF TREASURY SHARES
Weighted average number of shares in issue
Less: Treasury shares held by share trusts
Less: Treasury shares held by subsidiary company
Weighted average number of shares on which earnings per share
and headline earnings per share are based

Audited
Year
ended
30 Sept
2011
R’000

(34 750)
(13 205)
(47 955)
(47 955)

443 790

333 170

13 205
(1 193)
356
456 158

57
(17)
333 210

256 560

182 906
213
183 119

853
86 339
39 615
69 746

77 209
28 763
125 988

2 085
67 661

23 321
102 667

181 159

141 545

21 879
159 280

23 981
117 564

Number of
shares
’000

Number of
shares
’000

119 332
(14 138)
(5 094)

119 157
(14 195)
(5 094)

100 100

99 868
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NOTES TO THE CONDENSED GROUP FINANCIAL STATEMENTS CONTINUED

Audited
Year
ended
30 Sept
2012
R’000
8.

ACQUISITION OF BUSINESSES
Property, plant and equipment
Goodwill
Fishing rights
Inventories
Accounts receivable
Accounts payable and provisions
Contingent purchase consideration
Taxation
Deferred taxation
Non-controlling interest
Cash movement on acquisition of businesses

(37 400)
(10 000)
(68 860)

514
10 450

(105 296)

Audited
Year
ended
30 Sept
2011
R’000
(2 817)

(2 187)
(2 232)
3 001
1 200
2 225
552
(258)

Transfer of the hake, horse mackerel and cold storage businesses acquired from the Lusitania group and associated companies took
place on 18 September 2012. As a result of the acquisition Oceana’s percentage ownership in the deep-sea and inshore trawl hake
TAC increased from 1,0% to 3,3% and in the horse mackerel TAC from 30,7% to 34,7%. Approval for transfer of an additional
hake quota representing 0,8% of the TAC is still outstanding. Included in the acquisition were two trawlers and quayside premises
with a 4 400 pallet cold store. A decision by DAFF for transfer of the south coast rock lobster ﬁshing rights was not obtained and
accordingly this element of the transaction has not been given effect.
The fair value of the acquired ﬁshing rights and assets is provisional and may be adjusted upon transfer of an additional ﬁshing
right and catch agreements, which is represented by the contingent purchase consideration. Goodwill arose on the acquisition of
the V&A Cold Store. As the business combination was primarily effected through the acquisition of assets, it is not practicable to
determine and disclose pro forma revenue and proﬁt or loss information for the combined entity as if the acquisitions occurred at
the beginning of the year.
9.

EVENTS AFTER THE REPORTING DATE
No events occurred after the reporting date that may have an impact on the group’s reported ﬁnancial position at
30 September 2012.
The company entered into an agreement regarding a call option for a potential speciﬁc repurchase of its shares, the details of which
were announced on 7 November 2012.
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SHAREHOLDER ANALYSIS
at 30 September 2012

Number of
shareholders

%

786
506
168
55
10
1 525

51,5
33,2
11,0
3,6
0,7
100,0

423 986
1 853 161
6 667 100
16 039 089
94 445 821
119 429 157

0,4
1,5
5,6
13,4
79,1
100,0

24
10
25
1
1 115
9
13
1
69
126
14
74
36
5
2
1
1 525

1,6
0,7
1,6
0,1
73,1
0,6
0,8
0,1
4,5
8,3
0,9
4,8
2,4
0,3
0,1
0,1
100,0

2 709 036
739 876
87 219
20 096 755
3 431 069
960 322
587 163
79 545
13 666 224
799 110
498 521
11 321 045
364 394
44 878 645
14 115 883
5 094 350
119 429 157

2,3
0,6
0,1
16,8
2,9
0,8
0,5
0,1
11,4
0,7
0,4
9,5
0,3
37,5
11,8
4,3
100,0

Non-public shareholders

110

7,3

84 680 951

Directors and employees
Treasury shares held by share trusts
Treasury shares held by subsidiary
Empowerment
Holdings greater than 10%

105
2
1
1
1

6,9
0,1
0,1
0,1
0,1

14
5
20
44

1 415
1 525

92,7
100,0

SHAREHOLDER SPREAD
1 – 1 000 shares
1 001 – 10 000 shares
10 001 – 100 000 shares
100 001 – 1 000 000 shares
1 000 001 shares and over

Number of
shares

%

DISTRIBUTION OF SHAREHOLDERS
Banks
Brokers
Close corporations
Empowerment
Individuals
Insurance companies
Investment companies
Medical aid schemes
Mutual funds
Nominees and trusts
Other corporate bodies
Pension funds
Private companies
Public companies
Treasury shares held by share trusts
Treasury shares held by subsidiary

SHAREHOLDER TYPE

Public shareholders

674
115
094
096
699

500
883
350
755
463

34 748 206
119 429 157

70,9
0,6
11,8
4,3
16,8
37,4
29,1
100,0

SHAREHOLDERS HOLDING IN EXCESS OF 5%
Tiger Brands Limited
Brimstone Investment Corporation Limited
Khula Trust

44 699 463
20 096 755
14 099 383

37,4
16,8
11,8
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Abbreviations and acronyms used in this report
AFS

Annual financial statements

Aids

Acquired immune deficiency syndrome

B-BBEE

Broad-based black economic empowerment

BCP

Blue Continent Products (Pty) Limited

BUSA

Business Unity South Africa

CCS

Commercial Cold Storage Group Limited

CDLI

Carbon Disclosure Leadership Index

CDP

Carbon Disclosure Project

CEO

Chief Executive Officer

CSI

Corporate social investment

DAFF

Department of Agriculture, Forestry and Fisheries

DoL

Department of Labour

DTI

Department of Trade and Industry

EPS

Earnings per share

EU

European Union

FAWU

Food and Allied Workers Union

GHG

Greenhouse gas

grt

gross registered tons

HEPS

Headline earnings per share

HIV

Human immunodeficiency virus

HR

Human resources

IFFO

The International Fishmeal and Fish Oil Organisation

IFRS

International Financial Reporting Standards

IS

Information Systems

IQF

Individually quick frozen

JSE

Johannesburg Stock Exchange

JV

Joint venture

LBF

Lamberts Bay Foods Limited

LSM

Living Standards Measure

MSC

Marine Stewardship Council

Nedlac

The National Economic Development and Labour
Council

NRCS

National Regulator for Compulsory Specifications

NSX

Namibian Stock Exchange

Oceana group Oceana Group Limited and subsidiaries
QSR

Quick service restaurant

RFA

Responsible Fisheries Alliance

SAMSA

South African Maritime Safety Association

SASSI

Southern African Sustainable Seafood Initiative

SCA

Supreme Court of Appeal

SRI

Socially responsible investment

STC

Secondary tax on companies

TAC

Total allowable catch

USA

United States of America

USD

United States dollar

WWF

World Wide Fund for Nature

ZAR

South African rand

Administration

Registered office and business address
9th Floor, Oceana House
25 Jan Smuts Street
Foreshore, Cape Town 8001
PO Box 7206, Roggebaai 8012
Telephone: National 021 410 1400
International +27 21 410 1400
Facsimile: 021 419 5979
E-mail: info@oceana.co.za
Website: www.oceana.co.za

Company ISIN
ZAE000025284

Secretary
JC Marais (40)
BA LLB
Appointed in 2011

Bankers
The Standard Bank of South Africa Limited
FirstRand Bank Limited
Nedbank Limited

Company registration number
1939/001730/06

Auditors
Deloitte & Touche

JSE share code
OCE

JSE sponsor
The Standard Bank of South Africa Limited

NSX share code
OCG

NSX sponsor
Old Mutual Investment Services (Namibia) (Pty) Limited

Transfer secretaries
Computershare Investor Services (Pty) Limited
70 Marshall Street
Johannesburg 2001
PO Box 61051, Marshalltown 2107
Telephone: 011 370 5000
Facsimile: 011 688 5216

Shareholders’ diary

Financial year-end
Annual general meeting
Reports and profit statements
Interim report
Announcement of annual results
Integrated report
Dividends

30 September
February

Published May
Published November
Published December
– Interim declared May, paid July
– Final declared November, paid January

GREYMATTERFINCH # 6640

about this report

Scope, boundary and reporting cycle
Oceana Group Limited’s 2012 Integrated Report provides material information
relating to the group’s strategy, governance practices and performance for the
financial year ended 30 September 2012. The report covers the full business
operations of the group, which comprises subsidiaries in the fishing and
commercial cold storage industries in South Africa and Namibia.
This is Oceana’s second integrated report that has been produced in line with the
expectations of the King III Report on Corporate Governance. The report provides
a concise and balanced account of the group’s performance and approach to
addressing those financial, social, economic, environmental and governance issues
that have an impact on the long-term success of the business. Although targeted
primarily at the group’s shareholders, analysts and investors, the report will be of
interest to all stakeholders who wish to make an informed assessment of the
group’s ability to create value over the short, medium and long term.

Oceana Group Integrated Report 2012

The report focuses primarily on the main operations and activities that contribute
to Oceana’s performance, namely, canned fish and fishmeal; lobster, squid and
French fries; horse mackerel and hake; and commercial cold storage.

OCEANA
Striving to be a leader in empowered
fishing and commercial cold storage

Unless otherwise stated, all performance data is for the 12-month period ended
30 September 2012, and relates to all of the group’s South African and Namibian
operations, including Blue Atlantic Trading and Etosha Fisheries. The B-BBEE
assessment, as well as the employment equity statistics, excludes non-South
African companies and Blue Atlantic Trading. There has been no significant
change to the group’s organisational structure since 2011, nor were there any
significant restatements of data during the year; any significant data restatement
has been indicated.
Reporting principles

Oceana Group Integrated Report 2012

In preparing this report, Oceana applied the principles contained in the King III
Report on Corporate Governance, the JSE Listings Requirements, International
Financial Reporting Standards and the Companies Act, No 71 of 2008. The report
also draws on the guidance provided in the Discussion Paper, Towards Integrated
Reporting, issued by the International Integrated Reporting Council. Detailed
commentary has been provided to explain the reasons for certain principles in
King III not being complied with fully.
External audit and assurance
An independent audit of the group’s annual financial statements was performed by
Deloitte & Touche. The broad-based black economic empowerment scorecard
information was verified independently by Empowerdex. The carbon footprint
data was compiled independently by Global Carbon Exchange and verified by
Promethium Carbon. The rest of this integrated report has not been subjected to
independent audit or review. Information reported, other than that mentioned
above, is derived from the group’s own internal records and from information
available in the public domain.
Please address any queries or comments on this report to jillianm@oceana.co.za

